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Management of Library 
and Information Centres 1.1 INTRODUCTION

Management can be defined as the agency that provides, guidance 
and control for the achievement of the objective(s) set by the top 
management. It is the process of utilization of resources in an effective 
manner in today’s dynamic environment. Management is the brain of 
an enterprise. A manager keeps himself in touch with the current 
environment and supplies foresight to the enterprise. Management 
is a catalyst without which no organisation can survive and grow. 
We will learn more about management in the given chapter.

NOTES

1.2 CONCEPT OF MANAGEMENT

Utilization of resources has been the most common and yet perhaps 
the most complex human activity ever since the dawn of civilization. 
Management is the process of utilization of resources in an effective 
manner in today’s dynamic environment. Management involves an 
organised effort to achieve the objective. People work together in a 
g^oup to achieve common objectives so the coordination of physical 
and human resources becomes necessary. Leadership and coordination 
are required to achieve the imity of direction of efforts for achieving 
objectives.
Management is the brain of an enterprise. A manager keeps himself 
in touch with the current environment and supplies foresight to the 
enterprise. He helps in predicting what is going to happen in fixture 
which will influence the working of an enterprise.
Different experts have defined management in different ways as, 
‘Management is an executive function which is primarily concerned 
with caro'in^ out of the broad policies laid down by the administration. 
It is that function of an enterprise which concerns itself with the 
direction and control of various activities lo attain the business objectives."

—Dr. William R. Spriegel
“Management is the task of manager to establish and maintain an 
internal environment in which'people working together in groups can 
perform effectively and efficiently toward the attainment of group

—Koontz. O' Donnellgoals.”
“Management is a social process entailing responsibility for effective 
(or efficient) planning and regulation of the operations of an enterprise.”

—E. F. L. Brech
"Management is a social process entailing responsibility for effective 
(for efficient) planning and regulation of the operations of an enterprise”.

—Dr. Kimball and Kimball
“To manage is to forecast and plan, to organize, to command, to coordinate 
and to control”. —Henry Fayol
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Theories of Management.“Management is simply the process of decision making and control 
over the actions of human beings for the express purpose of attaining 
predetermined goals”.
“Management is principally a task of planning, coordinating, motivating 
and controlling the efforts of others towards a. specific objective.”

—rJ&mes L. Lvmdy
“Management consists in guiding human and physical resources into 
a dynamic, hard hitting organization unit that attain its objectives to 
the satisfaction of those served and with a high degree of morale and 
sense of attainment on the part of those rendering services.”

—Lawrence A. Appley
“Management is the process by which managers create, direct, maintain 
and operate purposive organizations through systematic, coordinated, 
cooperative human effort.”
In short, management can be defined as the agency that provides 
leadership, guidance and control for the achievement of the objective(s) . 
set by the top management.

—Stanley Vance

NOTES

—Dalton E. McFarland

1.3 NATURE AND CHARACTERISTICS OF 
MANAGEMENT

The salient features which highlight the nature and features of management 
are as follows :

1. ’ Management is a process. Management is a continuous process
unless the objectives are achieved. It is the process which 
involves the activities or fxmctions like planning, organising, 
staffing, directing and controlling.

2. Management is purposeful. Management is a way to achieve 
certain end results as without end results it would be directionless. 
All activities of management are goal oriented and the success 
of management.is measured by the extent to which the derived 
objectives are attained.

3. It is a Human activity. Management is a human activity where 
human beings plan, implement and control the activities.

4. Management is an integrative force. Management is a force 
which binds together the various elements. It reconciles the 
individual goals with organizarional goals.

5. Management is a social process. Management is done by people, 
through people and for people. As it is related with interpersonal 
relationship, it is called as social process.

6. Management is universal. The basic principles of management 
are universal. They apply more or less in every situation. 
The functions of management are performed by all managers.
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7. Management is needed at all .levels of the organisation. 
Management is needed at all levels of the organisation e.g., 
top level, middle level and'lower level. The only difference 
is of the nature of task and the scope of authority.

8. Management is dynamic^ Management is a dynamic function 
and it has to be performed continuously. It is constantly 
engaged in moulding of the enterprise in the ever changing 
business environment.

9. Management,is a group phenomenon. Management involves 
the use of group effort in the pursuit of common objectives. 
People join groups to achieve what they cannot achieve 
individually. Management is an activity whenever and wherever 
people come together to achieve some common goals.

10. Management is getting the things done. A manager does not 
do any operating work himself. He gets the work done by, 
with and through the people. He directs and develop their 
talent by adopting technical, human and psychological skills.

11. Management is intangible. Management is intangible i.e., it 
cannot be seen but can only be felt in the form of results. 
Management is both a science and an art. Management is 
the combination of art and science. It is science as it contains 
a systematised body of knowledge consisting of generally 
applicable principles. It is art because it involves the application 
of knowledge and skills for the solution of managerial problems.
Management is profession. Today, management is recognized 
as a profession. It is a systematic and specialized body of 
knowledge consisting of principles, techniques and laws and 
can be taught as a separate discipline or subject.

Management of Library 
' and Information Centres

NOTES

12.

13.

1.4 SIGNIFICANCE, ROLE AND IMPORTANCE OF 
. MANAGEMENT

Management is a way to achieve organizational objectives by optimum 
utilization of resources. Wherever, there is a organized group of people 
working towards a common goal, some type of management (organized 

arid systematic activity) becomes essential. As the success of group, 
efforts depends upon mutual cooperation among the members of the 
group management creates teamwork and coordination among specialized 

efforts. According to Peter Drucker, “Management is the dynamic 

life giving element in every business. Without it the resources of production 
remains resources and never become production. ” Management is a 

catalyst without which no organization can survive and grow.
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The following points highlight the importance of management:
1. It is the management which makes the people realize the 

objectives of the group and directs their efforts towards the 
achievement of these objectives.

2. Management is a way to utilize the resources optimally.
3. Through better planning, sound organization and effective 

control, management enables a concern to reduce costs and 
enable an enterprise to face cut throat competition.

4. Management ensures efficient'and smooth running of business 
through better planning, sound organization, effective control 
and the various tools of management.

r

5. Management provides new ideas, imagination and vision to 
the organization.

6. Management moulds the enterprise in changing environment.

Theories of Management

NOTES

1.5 SCOPE OF MANAGEMENT

Although it is difficult to precisely define the scope of management 
yet the following may be included in it:

(o) Subject-matter of the management. The subject-matter of 
management includes the entire process of management viz., 
planning, organising, staffing, directing and controlling.

(6) Functional areas of management. Followings are the main 
functional areas of management :

1. Production management. It deals with plant site, plant 
layout work measurement, production planning and control 
etc.

2. Financial management. It includes financial planning, 
management of earnings, capital formation, capitalisation, 
capital structure, management accounting, budgetary control, 
cost control etc.

3. Personnel management. It basically deals with the manpower 
plaiming, job analysis, recruitment and selection, orientation, 
placement, training and development, compensation, promotion, 
transfer, social security and labour welfare, retirement, 
industrial relations, etc.

4. Materials management. It includes inventory control, 
materials control, purchasing, materials handling, transp
ortation, shipment etc.

5. Marketing management. It includes the marketing process, 
marketing planning, marketing mix, market segmentation, 
marketing information system, marketing research etc.
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Besides, the newly developed functional areas like maintenance 
management, transport management, ofiice management, 
etc.

Management is an interdisciplinary approach. For the effective 
application of management principles, theories and techniques, 
a study of commerce, economics, psychology, sociology, 
mathematics etc., is also required.
Universality of management principles. The principles of 
management have universal application. It is because of the 
fact that of late, we have started separate courses on hospital 
management, hotel management, tourism management etc. 
All this widens the scope of management to a very great 
extent.

(0
NOTES

id)

1.6 MANAGEMENT—A SCIENCE OR AN ART

The controversy with regard to the nature of management i.e., whether 
it is an art or science is very old and has created a great deal of 
confusion. To determine whether management is an art or science, 
we will discuss these two terms—art and science.

Management as a Science
Science is an organised body of knowledge based on proper findings 
and exact principles. It develops a relationship between cause and 
effect and its findings apply in all the situations. The basic difference 
between, art and science is that art implies knowing how of the application 
whereas science is concerned with knowing why.
The essential features of science are as follows :

It is a systematised body of knowledge that uses scientific 
methods for observations.

2. The principles of science establish a cause and effect relationship 
between various factors.

3. The principles are exact and have universal applicability 
without any limitation.

4. The validity of scientific principles can be verified and they 
provide a reliable basis for predicting future events.
The principles of science are evolved on the basis of continued 
observation.

1.

5.

Management as an Art
Art is often regarded as the systematic application of skill or knowledge 
in effecting accomplishment of results. It represents the methods or 
ways of doing specific things and indicates how an objective is to be 
achieved. The essential features of art are as follows :
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Theories of ManagementIt involves use of personal skill and knowledge in solving 
many problems to achieve the enterprise objectives.
An art is a practical knowledge. It is concerned with application 
of knowledge. Management does not merely mean the knowledge 
of principles of management rather it is the application of 
this knowledge which makes it effective and useful. 
Management is ^a way to achieve desired results and by these 
ways and methods, efficiency and effectiveness is attained 
through regular practice. One cannot be a good manager unless 
he regularly practices the art of decision making.
Every art has an element of creativity and in this sense, 
management also is one of the most creative art as it is 
concerned with getting work done through and with others 
by motivating them to work and coordinating their activities.

1.

2.

NOTES

. 3.

4.

Management as a Profession
Since the emergence of separation of management from ownership 
and increasing professionalisation of management, it is being taken 
as a profession also. However, while some feel that management is a 
profession, others are of the view that it is on its way to be a profession.
Edgar H. Schein has compared key. qualities of professionals with 
those of managers. In particular, he stated the following three 
characteristics :

(а) Professionals base their decisions as general principles.
(б) Professionals achieve professional status through performance, 
(c) Professionals must be governed by strict code of ethics that

protects their clients. '
McFarland has pointed out the following characteristics of management 
as a profession:

(а) » Existence of an organised and systematic knowledge.
(б) Formalised methods of acquiring training and experience.
(c) Existence of an association with profession with profession

alisation as its goal.
(d) The formation of ethical codes for guidance and conduct.
(e) Charging of fees for services rendered.

Kcnnith Andrews identified the following characteristics of management 
as a profession :

(a) Knowledge
(b) Competent application '
(c) Self-control

, I

(d) Social responsibility
(e) Community sanction.
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Management of Library 
and Information Centres 1.7 LEVELS OF MANAGEMENT

In an organisation there exists a chain of superior subordinate relationship. 
Various managers are linked with one another through the vertical 
chain. Levels of management suggests the arranged managerial positions 
in an organisation. The levels of management determines the authority 
and status of managers. There is no fixed number of management 
levels. However, the different levels may be broadly classified into 
three categories, as shown in Fig. 1.

NOTES

THE MANAGEMENT

Board of Directors, Cbairmaii, 
Chief Executive

i
MIDDLE MANAGEMENT

Departmental Heads, Branch 
_________Managers_________

I
LOWER MANAGEMENT

Foremen, Supervisors
L

WORKERS

Fig. 1. Levels of Management

(i) Top management 
(») Middle or intermediate management 

{Hi) Lower or operating management. ^
Top Management. Top management of a company consists of Board 
of Directors, Chairman, Chief Executive etc. Top management is the 
ultimate source of management autliority and it is accountable for 
overall management to the shareholders of the company. The 
functions of top management are as follows:

1. Determining the objectives of the enterprise as a whole.
2. Setting up an organisational framework.
3. Framing policies and making plans to achieve the objectives 

laid.
4. . Work as a link between internal organisational environment

and external environment by representing organisation.
5. Assembling the resources of men, machine, material and money.
6. Providing overall leadership to organisation.
7. Exercising effective overall control.

Middle Management. Middle management consists of departmental 
heads which are generally classified under upper middle management 
and deputy heads of departments and sectional heads, area managers 
etc. It is basically concerned with the task of implementing the policies 
and plans laid down by the top management. The important functions 
of middle management are as follows:

main
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Theories of ManagementInterpreting the policies framed' by the top management.
Selecting sxaitable operative and supervisory personnel.
Assigning duties and responsibilities for timely execution of 
the plans.
Motivating pesonnel to achieve higher productivity.
Preparing the organisational set up in their respective 
departments.
Compiling and issuing instructions to the supervisors under 
their control.
Organisation with other departments so as to ensure a smooth 
running of the entire organisation.
Reporting and feedback to top management.
Collecting information and reports on performances.
Making recommendations to top management for the better 
implementation of plans and policies.

Lower Management. Lower management or operating management 
or supervisory management is the Ipwest level of management. It 
includes plant superintendents, front line supervisors, sales officers 
etc. They are concerned with day-to-day planning and implement the 
policies of middle management. They pass on the instructions of middle 
management to the operatives (workers) and translate the .plans of 
management into short range operating plans.
The various functions of lower management are as follows:

To issue orders and instructions to the workers and supervise 
and control their functioning.
To plan the activities of his section, classifying and assigning 
jobs to the workers.
To direct and guide the workers about work procedures.
To provide on the job training.
To solve the problems of the subordinates.
To communicate the problems upward in the hierarchy which 
cannot be solved at this level.
To maintain discipline among the subordinates and develop 
in them the right approach for work. '
To build-up a high group morale among the subordinates. 
To maintain good human relations.
To act as a liaison officer between the middle management 
and rank and file (operatives) employees.

1.
2.

3.

NOTES
4.

5.

6.

7.

8.
9.

10.
/

1.

2.

3.
4.
5.
6.

7.

8.
9.

10.
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Management of Library 
and Information Centres 1.8 ELEMENTS OF MANAGEMENT PROCESS

Management process includes the functions of management which are 
performed by managers to achieve the desired objectives. The functions 
can broadly be classified into following categories :

1. Planning
2. Organising
3. Staffing
4. Directing
5. Controlling

1. Planning. Planning involves the formulation of what is- to 
be done, how, when, where it is to be done, who is to dp 
it and how results are to be evaluated. It is the first essential 
which is to be performed by a manager to determine what 
must be done by the members in oder to accomplish the 
work. It is the most important step in the process of getting 
results. It enables the management to be a step ahead of 
each activity, retain initiative to make use of any opportunity 
and anticipate problems before they actually arise. The 
process of planning involves :

NOTES

PlanningControlling

Management
process Organising 'Direcfng

Staffing

Fig. 2. Management Process

(i) Crystallisation of determination of the corporate objectives. 
It means that first of all the targets to be achieved should 
be well defined. The top management must lay down the 
objectives of the company as far as possible in quantified 
terms; .

(it) Collection and classification of information. It means that 
’ relevant information relating to the objectives should be
properly collected and classified;

(Hi) Development of the alternative courses of action;
(iu) Comparison of the alternatives in terms of objectives, feasibility 

and consequences;
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(u) Selection of the optimum course of action. The manager is 
often faced with alternative courses of action. He must adopt 
the one which has the highest probability of yielding the 
maximum benefit or gain for himself and for the company. 
'Hiis selection from alternative courses of action is sometimes 
referred to as the principle of alternative planning;

(oi) Establishment of policies, procedures, methods, schedules, 
programmes, systems, standards and budgets. It means that 
the plans must be detailed and flexible so that they are 
capable of being readjusted, in case there is a change in the 
working conditions and/or objectives.

Planning is intellectual in nature. It is looking ahead and preparing 
for the future.

2. Organising. After the objectives and course and make up of 
action have been determined, the next step is to distribute 
or allocate the necessary component activities among the 
members of the group. The work of task allocation, authority 
delegation and relationship established by the manager is 
known as organising. The process of organising involves :

(i) Division of the work into component activities;
(u) Assigning people to tasks;

iiii) Defining responsibilities;
(iu) Delegation of authority; and
(o) Establishment of structural relationships to secrire coordination.

3. Staffing. Success of any organisation depends upon the ability, 
qualification and experience of its employees. So, in managing 
the affairs; smoothly, the role of recruitment and selection is 
very important. For doing this work, the superior has to do 
manpower planning i.e., the planning for how many persons 
are required and what should be the qualities they possess. 
On this basis, persons are selected and after that they are 
trained. Staffing function involves the following activities:

(i) Forecasting of the number of personnel required.
(ii) Decide their qualification which is required.

(Hi) Recruitment and selection.
(iv) Training and Development of employees.
(u) Performance evaluation of employees.

(vi) Take the decision relating to the issues like promotion, 
transfer, demotion etc.

(vii) Prepare a compensation package plan.
(viii) Maintaining personnel accounts

Theories of Management

NOTES
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4. Directing. To carry out physically the activities resulting 
from the planning and organising steps, it is necessary for 
the manager to take measures that will start and continue 
action as long as they are needed in order to accomplish the 
task by the members of the group. The process of directing 
involves :

(i) Providing effective leadership.
(ii) Integrating people and tasks and convincing them to assist 

in the achievement of the overall objectives.
{Hi) Effective communication, and
{iv) Providing climate for subordinates’ development.

5. Controlling. Controlling involves checking the performance 
by comparing it with the desired results to see how much

' have been achieved or whether we are going in right direction 
or not. Controlling is a exercise of iritroinspection. Controlling 
involves the following activities:'

(i) Continuous observation and study of periodic results of 
performance in order to identify potential problems;

{ii) Selection of the best mode of control;
{Hi) Comparison of the performance with the range of standards 

established beforehand; »
(to) Pinpointing significant deviations;
(u) Ascertain their exact causes; and

{vi) Initiation and implementation of the corrective action.

Management of Library 
and Information Centres

NOTES

1.9 SCHOOLS OF MANAGEMENT THOUGHT
The various approaches to study/of management as propounded by 
specialists from different disciplines have come to be called the Schools 
of Management Thought. Major schools of management theory may 
be classified as under :

1. Management Process School
2. Empirical School
3. Human Behaviour or Human Relations School
4. Decision Theory School
5. Mathematical or Quantitative Management School
6. Systems Approach to School
7. Contingency Approach.

1. Management Process School. The chief contributors belonging to 
this school are Henry Fayol, J.D. Mooney, A.C. Railey, Lyndall Urwick, 
Harold Koontz, William Newman and Me Farland. According to this 
school, management can best be studied in terms of the process that/'
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Theories of Managementit involves. The proponents of this view believe in the universality of 
management principles.
Essential features of process school are as follows :

1. Management is the study of functions of managers.
2. The functions of managers are the same irrespective of the 

type of organisation.
3. The conceptual framework of management can be built through 

an analysis of the process of management, viz., planning, 
organising, staffing, directing and controlling are the core of 
management.

NOTES

Uses of Process Approach

1. Through knowledge of the functions/process makes one versatile 
in the art of management.

2. This approach recognises management as a distinct discipline.
It is easy to understand and practice.

\ ' 1

3. This approach recognises that management is universal 
irrespective of the types of organisations or the levels of 
organisations.

4. It integrates the knowledge of various disciplines to better 
management for a better tomorrow.

5. It is an aid to the professionalisation of management.
6. It provides flexibility and there is room for innovation, research 

and development.
7. It recognises that management is both art and science.
8. The elements of management and its principles are true even 

if a practising manager chooses to ignore them in a particular 
situation.

9. It provides a helpful and purposeful philosophy of management. 
10. It involves the performance of functions by managers aiming

at proper and systematic utilisation of resources.
2. The Empirical School. The main contributors to this approach are 
Ernest Dale, Mooney, Railey, Urwick and others. This school believes 
that by analyzing the experience of successful managers or the mistakes, 
we somehow learn about applying the most effective management 
techniques. This school is also called as customs school.- The main 
features of this school are:

1. Management is the study of managerial experiences.
2. The managerial experience can be passed over to the practitioner 

and students.
3.. The techniques used in successful cases, can be used by future 

managers.
. 4. Theoretical research can be combined with practical experiences.
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3. Human. Relations School. This school takes particular note of 
psychological factors underl3dng the human behaviour in organized 
groups under the given situation. It is based upon the fact that the 
managing involves getting things done with and through people, therefore, 
management must be centred on interpersonal relations! The range 
of thought in this school goes from (a) human relations and how the 
manager can understand and use this understanding (6) the manager 
as a leader and how he should lead to (c) a study of group dynamics 
and interpersonal relationships.
The main thinkers subscribing to this school are Elton Mayo, McGregor, 
Keith Davis and others.
The main features of this school are :

1. This approach draws heavily its concepts from psychology 
and sociology.

2. According to this school, management is getting things done 
through people, hence managers should understand human 
relations.
Motivation, leadership, communication, participative manage
ment and group dynamics are the core of this approach. 
Management must study interpersonal relations among people. 

5. Greater production and higher motivation can be achieved 
only through good human relations.

4. Decision Theory School. This school concentrates on rational 
decisions—the selection of a suitable course of action from various

• possible alternatives. This approach may deal with the decision itself 
or with the persons or with the organisational groups who make the 
decision and with an analysis of the decision process. The scientific 
approach to decision making involves consideration of these factors :

(а) Defining the problem
(б) Collect all relevant information 
(c) Indicate alternatives
(c?) Examine all of the alternatives and the solutions
(c) Test of solutions
(/) Select a course of action
(g) Implement the action
{h) Evaluate the result of action.

The main features of this school are :

Management of Library 
and Information Centres

NOTES

3.

4.

1. Management is essentially decision making.
2. The members of the organisation are decision makers and

problem solvers.
3. Decision making is the central 'point in management.
4. For increasing the organisational efficiency, the quality of' 

decisions is a prime factor.
5. Management information systein and the process and technique 

of decision making form the subject-matter of the study of
i
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management according to this school of thought. The main 
'contributors and thinkers belong to this school are Chester 
Bernard, James March, Herbert Simon, Richord Cyert and 
others.

5. Mathematical or Quantitative Management School. The contributors 
of this school see management as a system of mathematical models 
and process. This group believes that if management, or organisation, 
or planning or decision making is a logical process, it can be expressed 
in terms of mathematical symbols and relationship. .This approach 
forces the analyst to define a problem area, allow for the insertion of 
symbols for unknown data and through logical methodology provides 
a powerful tool for solving complex problems.
Essential features of mathematical school are:

1. Management is concerned with problem solving and it must 
make use of mathematical tools and techniques for the purpose.

2. The different factors involved in management can be quantified 
and expressed in the form of models.

3. Operational research, mathematical tools, simulation and model 
building are the basic methodologies developed by this school 
of thought.

4. Management problems can be described in mathematical S3Tiibols.
6. The Systems Approach School. This school of recent origin having 
developed in late 1960’s. It is an integrating approach which considers 
the meuiagement in its totality based on empirical data. According to 
this approach, attention must be paid to the overall effectiveness of 
the system rather than the effectiveness of a subsystem in isolation 
from the subsystem. The main emphasis is on the interdependence 
and-interrelatedness of the various subsystems, from the point of 
view of the effectiveness of a large system.
The main contributors of this school are Kenneth, Boulding, Johnson, 
C. W. Churchman and others.
The main features of this approach school are :

1. A system has a number of subsystems, parts and subparts.
2. All the subsystems, parts and subparts are mutually related 

to each other. This relationship is in the context of the whole 
and is very complex. A change in one part will effect changes 
in others.

3. The systems approach to management brings out the complexity 
of a real life management problem much more sharply than 
any of the other approaches.

4. The systems approach emphasize the study of the various 
parts in their interrelationships rather than in isolation from 
each other.

5. It can be utilised by any other school of Management Thought.
6. The boundary of a system may be classified into two parts:

Theories of Management

NOTES
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(a) Open system. Open system is an input output system which 
has continuous interaction with its environment. Such a 
system takes inputs from the environment, transforms them 
into output and exports it to the environment. The functioning 
of the system is influenced by ehvironmental changes. The 
feedback mechanism in an open system enables the people 
to assess, adopt and adjust the system to the changing 
conditions of its environment and to exercise control over 
its operations. All living beings e.g., people, animals, plants 
can be considered as open system. Organisation itself is 
an- open system if it is working.

NOTES
\

\

X

Environment\

Man-Mactiine Outputs 
Subsystem ------------

Inputs
♦ ♦

1

4-
Feedback

Fig. 3. Organisation as an open system •- •

(6) Closed system. Here there is no interaction with the outside 
world. It is closed loop or self-contained entity with no 
external input. Physical and mechanical systems are close 
systems. Closed system cannot monitor changes occurring 
in the environment. Traditional organisation theorists regarded 
organisations as closed system while modern experts consider 
them open systems.

Subsystem

isystem

Fig.^.dyrganisation as’a closed system1
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\
Theories of ManagementThe systems approach has been utilized in studying the 

function of complex organisations. It has been used as the , 
base for new kinds of organisations like the project management 
organisation. However, the problem with this method is its i 
inter-complexity particularly when it comes to a study of 
large and complex organisation.

7. The Contingency Approach. This approach to management emphasizes 
the fact that management is highly practice oriented and action packed 
discipline. Managerial decisions and actions initiatives are to be matters 
of pragmatism and not of principles. The environment of. organisations 
and managers is very complex, uncertain, everchanging and diverse. It 
is the basic function of managers to analyze and understand the environment 
in which they function before adopting their techniques, processes eind 
practices. The choice of approaches as also their effectiveness is contingent 
on the behaviour'and dynamics of situation variables. There is no universally 
valid one best way of doing things. Management theory and principles 
tend' to be deterministic or dogmatic approaches. What is valid and 
good in a particular situation need not be so in some other situation.
Contingency approach has the following features :

1. Msuiagement action is dependent upon certain action outside 
the system or subsystem as the case may be.

2. Organisational system should be based on the behaviour of 
action outside the system so that organisation should be 
integrated with the environment.

3. Because of the specific organisation-environment relationship, 
no action can be universal. It varies from situation to situation.

The contingency approach can be expressed as “if then” relationship. 
“Iff denotes the independent variable environment while “then” stands 
for the dependent variable i.e., management action. This shows the 
contingent relationship between environment variables and management 
variables.

NOTES

\
\

S
2
•S'
5
•E
I
§
S
z
lU

IF (Environment Variables)
Fig, 5. Contingency Management Approach
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Contingency thinking helps managers in several ways in performing 
their functions of planning, organising, direction and control. It widens 
their horizons beyond the theory of management, its concepts, principles, 
techniques and methods. It helps them to broad base their approach 
from more technique orientation to problem situation orientation. It 
leads them to be sensitive, alert and adaptive to situation behavioural 
variables, while tailoring their approaches and styles. It guides them 
to adopt open system viewpoints, to look at things and situations in 
an integrated and multidimensional manner and to get away from 
stereotypes. Contingency thinking enlarges the area of freedom of 
operation of managers. They are not handicapped by having to apply 
same methods, practices and processes to diverse situations, they 
can think of innovating new approaches or a blend of unknown approaches 
on the basis of their compatibility and context. For example, different 
structural designs are valid for different strategic and tactical needs 
of organisations on the one hand and realities of the situations, on 
the other. Another example, as close supervision and control may be 
appropriate for some categories of employees and work situations, ' 
while general supervision will work better in some other situations.

NOTES

1.10 Leadership

Leadership is too complex a term to be defined in a simple and 
straight manner. There are many factors involved in successful leadership 
and it is not possible to identify or measure all of them. The presence 
of successful leadership can only be felt in terms of the results of 
group working i.e., profits, quality of output, employee morale, consumer 
satisfaction, enterprise image, and so on.
The ^following definitions refer to different aspects of leadership be, 
Chester Barnard: Leadership is the “ability of a superior to influence 
the behaviour of his subordinates and persuade them to follow a 
particular course of action”.
Koontz and O’ Dannel: “Leadership is the ability of a manager to 
induce subordinates to work with confidence and zeal”.
Allen: “Leaders is one who guides and directs other people. He must 
give effective direction and purpose”.
George R. Terry: Leadership is “the activity of influencing people 
to strive willingly for mutual objectives”.
Robert C. Appleby: Leadership is “a means of direction is the ability 
of management to induce subordinates to work towards group ideas 
with confidence and keenness”.
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1.11 NATURE OF LEADERSHIP

Leadership may be viewed variously as (a) a status group (6) a focal 
person; (c) a functions; and (d) process.

NOTES
(a) Leadership as a Status Group
It refers to a situation whereas person acquires leadership by reason 
of his heredity (as when he is a descendant of a royal family), or 
election, or appointment to a position.

(6) Leadership as a Focal Person
According to this view, leadership vests the people who are traditionally 
regarded as leaders by virtue of managerial positions held by them, 
such as in the case of directors, executives, administrators, managers, 
chiefs, etc.

(c) Leadership as a Function
The leadership function consists in facilitating the achievement of 
group goals. The person who performs this function is regarded as 
the leader. As a result, while there are several people involved in 
working towards accomplishment of group goals and many complex 
factors, including a sheer luck, which may affect the outcome, the 
credit of discredit for success or failure of the collective endeavor is 
attributed to the leader of the group.

(d) Leadership as a Process
According to this view, leadership is an interactive process in which 
leadership and followers exchange influence, i.e., the leaders influence 
the followers by his ideas, direction and support, and the followers 
influence the leader by' their contribution to the achievement of group 
goals. And because there is positive balance of influence in favour of 
the leader, the followers accept his power in the case of an informal 
group, and his authority in the case of a formal group. In this sense, 
a person can be an effective leader only so long as his followers 
accept his power cf authority.

1.12 NEED FOR LEADERSHIP

An organization needs leadership on a continuous basis. The following 
reasons highlight the need for leadership.

1. Imperfect organization structure: It is not possible for any 
organisation structure to provide to all kinds of relationships. 
This explains the existence of informal group within the framework 
of a formal organisation. With effective leadership, imperfection
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of a formal organisation structure may be corrected and the 
formal and informal groups may be made to work in unison.
Technological, economic and social changes: In the face of 
rapid technological economic and social changes, the organisation 
is required to effect suitable changes in its operations • and 
style. For example, in the event of a fall in demand, it may 
discontinue production of certain goods and services, or take 
up production of alternative goods and services. Only and effective 
leadership can enable it to meet the challenges posed by 
environmental factors.
Internal imbalances inspired by growth: As an organisation 
grows in size and complexity, it may develop certain imbedances. 
For example, increase in organizational activities may lead to 
increase in the levels of management, thus adding to complexity 
of the organisation structure, and problems of command, 
co-ordination and control of work at all levels. Only an effective 
leadership can steer the organisation through such situations. 
Nature of human memberships: Persons working in an enterprise 
come from different backgrounds and have different interests, 
values, beliefs and intellectual and temperaments make-up.

Again, each member is a part of different social groups, e.g., the 
family, neighbourhood group, etc. which are external to the organisation 
and beyond its control. The influence of these groups on the attitudes 
and behavior of the individual members may at times create a conflict 
between individual goals and group interest.
An effective leadership can create a suitable motivational framework 
which provides for satisfaction of different needs and motives of the 
organisation members as also resolution of individual - group conflicts.

2.

NOTES

3.

4.

1.13 LEADERSHIP THEORIES

Many of the research studies, particularly by behavioral scientists, 
have been carried on to find out the answer to the question: what 
makes leader effective? Is his success due to his personality, or his 
behavior, or the types of followers he has, or the situation in which 
he works, or a combination of all these? These researchers, however, 
could not give a satisfactory answer of the question. Instead these * 
researches have resulted in various theories or approaches on leadership, 
the prominent among these being trait theory, behavioral theory, 
and situational theory. Each theory has its own contributions, limitations, 
assumptions, and framework of analysis. The understanding of the 
various theories of leadership will provide a guideline to judge as 
how a leader emerges.

' A
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Trait is defined as relatively enduring quality of an individual. The 
trait approach seeks to determine ‘what makes a successful leader’ 
from the leader’s own personal characteristics. From the very beginning, 
people have emphasized that a particular individual was successful 
leader because of his certain qualities or characteristics. Trait approach 
leadership studies were quite popular between 1930 and 1950. The 
method of study was to select leaders of eminence and their characteristics 
were studied. It has the hypothesis that the persons having certain 
traits could become successful leaders. Various research studies have 
given intelligence, attitudes, personality, and biological factors. A 
review of various research studies has been presented by Stodgily. 
According to him, various trait theories have suggested these traits 
in successful leaders, (i) Physical and constitutional factors (height, 
weight, physique, energy, health, appearance); Hi) Intelligence; 
{Hi) Self-confidence; Hv) sociability; (u) will (initiative, persistence, 
ambition); {vi) dominance; and {vii) surgency (talkative, cheerfulness, 
geniality, enthusiasm, expressiveness, alertness, and originality). In 
a later study, Giselle has foimd supervisory ability, achievement motivation, 
self-actualizing, intelligence, self-assurance, and decisiveness as the 
qualities related with leadership success. One summary of leadership 
research found intelligence in ten studies, initiative in six, extroversion 
and sense of humor in five, and enthusiasm, fairness, sympathy, and 
self-confidence in four. The various studies show Wide variations in 
leadership traits. The various traits can be classified into innate and 
acquirable traits, on the basis of their source.
Innate qualities are those which are possessed by various individuals 
since their birth. These qualities are natural and often known and 
God-gifted. On the basis of such qualities, it is said that ‘leaders are 
bom and not made’. These qualities cannot be acquired by the individuals.
Acquirable qualities of leadership are those which can be acquired 
and increased through various processes. In fact, when child is born, 
he learns many of the behavioral patterns through socialization and 
identification processes. Such behaviors patterns are developed among 
the child as various traits over a period of time. Many of these traits 
can be increased through training programmes.

NOTES

Critical Analysis
The trait theory is very simple. However, this fails to produce 
clear-cut results. It does not consider the whole environment of the 
leadership, of which trait may be only one factor. Moreover, no 
generalization can be drawn about various traits for leadership as 
these were considerable variations in traits established by various 
researches. Jennings has concluded, “Fifty years of study has failed
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to produce a one - personality trait or set of qualities that can be 
used to discriminated leaders and non-leaders”. In brief, this approach 
presents the following problems:

1. There cannot be generalization of traits for a successful leaders. 
This was evident by various researches conducted on leadership

. traits.
2. No evidence has been given about the degree of the various 

traits because people have various traits with different degrees.
3. There is a problem of measuring the traits. Though there are 

various tests to measure the personality traits, however, no 
definite conclusion can be drawn.

4. There have been many people with the traits specified for 
leaders, but they were not good leaders.

This approach, however, gives indication that leader should have 
certain personal characteristics. This helps management to develop 
such qualities through training and development programmes.

NOTES

2. Behavioural Approach

The Behavioural approach emphasizes that strong leadership is the 
result of effective role behaviour. Leadership is shown by a person’s 
acts more than by his traits. Though traits influence acts, these are 
also affected by followers, goals, and the environment in which these 
occur. Thus, there are four basic elements — leaders, followers, goals 
and environment — which affect each other in determining suitable 
behaviour. Leadership acts may be viewed in two ways. Some acts 
are functional (favourable) to leadership and some are dysfunctional 
(unfavourable). The dysfunctional acts are also important in leadership 
because they demotivate employees to work together. As such a leader 
will not act in this way. The dysfunctional acts are inability to accept 
subordinates’ ideas, display of emotional immaturity, poor human 
relations, and poor communication.
A leader uses there skills — technical, human, and conceptual — to 
lead his followers. Technical skill refers to a person’s knowledge and 
proficiency in any type of process or technique. Human skills are the 
ability to interact effectively with people and to built team Work. 
Conceptual skill deals with ideas and enables a manager to deal 
successfxilly with abstractions,, to set up models and deidse plans. 
Behaviour of a manager in a particular direction will make him good 
leader while opposite of this would discard him as a leader. Setting 
goals, motivating employees for achieving goals, raising the level of 
morale, building team spirit, effective communication, etc., are the 
functional behaviour for a successful leader.
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Critical Analysis
The basic difference between trait approach and behavioral approach 
is that former emphasizes some particular trait to the leader while 
latter emphasizes particulars behavior by him. It is true that favourable • 
behaviour provides greater satisfaction to the followers and the person 
can be recognized as a leader. However, this approach suffers from 
one weakness, that is, a particular behaviour at a time may be effective, 
while at other times may not be effective. This means the time factor 
becomes a vital element which has not been considered here.

Theories of Management

NOTES

3. Situational Approach
The prime attention in this approach is given to the situation in 
which leadership is exercised. Since 1945, much emphasis in leadership 
research is being given to the situations that surround the exercise 
of leadership. The contention is that in one situation leadership may 
be successful while in others it may not.
For the first time, this approach was applied in 1920 in armed forces 
of Germany with the objective to get good generals under different 
situations. Winston Churchill was treated to be the most efficient 
Prime Minister during the Second World War, However, he was flop 
afterworlds when situation- changed. Ohio State University research 
has given four situations a variable that affect the performance of 
leadership.
These are:.

(i) The cultural environment 
Differences between individuals 

Differences between jobs 

Differences between organisations.
The cultural environment. Culture is a man-made social system 
of belief, faith and value. Many aspects of life have a significant 
influence upon behaviour and any understanding of employee’s 
behaviour requires the understanding of culture in which he 
lives. Culture may interfere with rational production efficiency 
by requiring actions unnecessary or unrealistic from a national 
point of view, but necessary from the cultural point of view. 
Thus, leadership should be directed to influence behaviour of 
followed in the context of the culture.
Differences between individuals. Human behavior is caused by 
some combination of antecedent factors. Besides for any given 
aspect of behaviour, there may be many contributing factors, 
not causative in nature. There are a variety of such factors 
which affect behavior in different ways such as aptitudes, 
personality characteristics, physical characteristics, interests 
and motivation, age, sex, education, experience, etc. Within

(ii)
(Hi)
(iv)

(i)

(ii)
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this framework, individuals in the leadership process may be 
classified as (a) leaders, and (6) follower. The individual’s 
characteristics affect the leadership process. Thus, some persons 
may perceive a particular leadership style suitable while others 
may have a different perception. For example, followers with 
authoritarian personality tend generally to be more comfortable 
where influence is being exercised.
Differences between jobs. People in the organisation perform 
different types of jobs. The importance of placing individuals 
in jobs which they can perform at a satisfactory levels stems 
from four different considerations ^ economics, legal, personal 
and social. Different job conditions influence leadership behaviour 
differently. It is because of the fact that demands of job almost 
inevitably force a leader into certain kinds of activities. Such 
requirements do much to set the framework within which the 
leader must operate. It means the number of leadership options 
available to the individual is thereby reduced.
Differences between organisations. Various organizations differ 
on the basis of their size, age, ownership pattern, objective^ 
complexity, managerial pattern, cultural environment, etc. In 
different types of organizations, leadership process tends to 
differ. For example, in military or government administration, 
leadership behavior will be different as compared to business 
organization.

NOTES

(Hi)

(iv)

Critical Analysis

The situational theory of leadership ^ves the analysis how leadership 
behaviour differs with situational variables. Thus the questions, why 
a manager in a particular situation is successful while in the other 
situation is unsuccessful, is answered by this theory. However, this 
approach is not free certain limitations which are as follows:

(/) This theory emphasizes leadership ability of an individual in 
a given situation. Thus, it measures his present leadership 
potentialities. Whether this individual will fit in another situation 
is not answered by this theory.

Hi) Organizational factors become helpful or constraints to a great 
extent to an individual leaders in exercising the leadership. 
Thus, it is difficult to measure his personal abilities as a good 
leader. .

HU) The theory does not emphasis the process by which good leaders 
can be made in the organisation. Thus, it puts a constraint 
over leadership development process.
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1.14 IMPORTANCE OF LEADERSHIP IN 

MANAGEMENT

By analyzing the functions of leadership, the importance of leadership 
in management can be stated under the following five heads:

1. Motive power to group e^orts: Managements, for getting 
the work done by others, is to supply leadership in the organisation. 
As group efforts and teamwork are essential for realizing 
organizational goals, leadership, becomes vital for the execution 
of work. Throu^ the exercise of leadership, managers can influence 
any group of human, work accomplishment. Leadership pulls 
up the group to a higher level of performance through its work 
on human relations.

2. Aid to' authority: Managers exercise authority in managing 
people of the organization and their task becomes easy wherever 
they are aided by leadership. There are serious limits to the 
use of authority and power in obtaining high performance. Authority 
alone can never generate the initiative and resourcefulness 
required in many jobs. But leadership can obtain tangible and

• improved results of human efforts because of its main reliance 
on influence. Leadership contains all the essential ingredients 
of direction for inspiring people and providing the will-to-do 
for successful work accomplishments.

3. Emphasis on human performance: Effective leadership is 
needed at different levels of management from top management 
down process through its leadership action. It is the social 
skill of leadership that accomplishes objectives by mobilization 
and utilization of people. The best of the plans can be foundered 
and the ideal organization structure can be shelved by the 
deliberate restriction of human efforts at the operating level. 
High performance of working people is the foced point in managerial 
work. And this high performance can be secured by leadership 
of supervisory management.

4. Integration of formal with informal organizations: If 
management fails to provide competent leadership, informal 
leadership will prevail over management in controlling and 
regulating the behavior of employees. Being confronted with 
such a situation, management fails to influence workers,' to 
improve their performance and to stop employee unrest. Leadership 
is the natural accompaniment of all associations of human beings. 
For their personal and social contentment, workers are performed 
to rely mostly oh informal leadership if management cannot 
provide effective leadership. Competent leadership can, however, 
integrate informal organizations with formal organization and 
utilize them constructively for achieving company objectives.

NOTES
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5. Basis for co-operation: Leadership provides the basis for 
co-operation in several ways. Good two-way communication, 
man-to-man personal relationship, use of participation and creation 
of opportunity for need satisfaction are meant for increasing 
understanding between the leader and his subordinates of their 
mutual viewpoints. This increased understanding obtained through 
the interactions of individual personalities promotes favourable 
feelings and attitudes among them.

NOTES

1.15 FUNCTIONS OF LEADERSHIP

(а) Motivating and guiding personal. Leadership provides the 
vital spark to motivation of human beings. Motivation has its 
roots in human relations which, in turn, can be fostered and 
toned up by leadership. Whenever a group of human beings 
desires to accomplish a common objective, the situation calls 
for the assistance of leadership. It is the leadership that guides, 
inspires and directs group members for achieving a unity of 
purpose and effort. Leadership alone can elevate men’s visions 
to higher thinking and raise their capacity .to a higher standard 
of performance. It infuses such will-to-do into the group working 
as to secure the best contribution of human energy. Without 
leadership, a group disintegrates, destroys its team spirit and 
fritters away its energy.

(б) Influencing and shaping the social system. Leadership is 
the concomitant of all human associations in oxir society. Leadership 
emerges as a natural process in any grouping of human beings. 
If there is a lack of formal and recognized leadership in the 
group, informal leadership is bound to develop from the rank 
and file members of the group. After its emergence leadership 
persuades the group to have an identity of interest, outlook 
and action. Leadership provides imagination, foresight, enthusiasm 
and initiative to the group. It exhibits an imitable code of 
conduct and responsibility, prescribes a high standard of 
performance and stresses the importance of respect for the 
individual. Unsatisfactory human performance in any organization 
can be primarily attributed to poor leadership.

(c) Understanding followers and securing their co-operation. 
Not only the leader influences his followers, but he also is 
influenced by their problems and feelings. On the basis of 
information, response and operational facts secured from followers, 
leader’s behavior and action are modified and made ready for 
their voluntary co-operation. To grasp followers’ problem and 
feelings properly, however, leadership requires a skill of 
sympathetic contact, careful listening, correct diagnosing and
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winning their confidence. A true spirit of co-operation grows 
principally out of the manner in which the leader deals with 
his followers.

id) Creating a climate for performance. For enabling the followers 
to apjily their full capabilities for work accomplishment and to 
extend their unselfish support, the leader is required to create 
a climate for performance. With this, end in view, the leader 
must know what motivates his followers and how these motivators 
operate. The more thoroughly the leader understands the process 
of motivation, the more effective he is likely to be in getting 
the work successfully done by his follows:

Theories of Management

NOTES

\1.16 TYPES OF LEADERS

Leadership cannot exist without followers. The characteristics of the 
followers and the conditions, under which they follow, are materials 
to the exercise of leadership. The maturity levels of the followers, 
namely their ability (job maturity) and willingness or motivation 
(psychological maturity) with to h great extent determine the behaviour 
of the leader vis-h-vis his follower. Thus, in respect of the followers 
with low maturity who are neither able nor willing to perform, the 
leader will have to adopt task behavior, i.e., he will have to tell them 
what, how, when and where the given task is to be performed. Similarly, 
the leader will have suitably to adjust his behaviour with followers 
who are able but not willing, or willing but not able, or both able and 
willing. I
Based on the types of leader behaviour, leaders may be classified as 
follows:

1. Autocratic Leader
2. Laissez Faire or Free Rein Leader
3. Democratic Leader
4. Intellectual of Functional Leader
5. Institutional Leader
6. Paternalistic Leader

V ,

1. Autocratic Leader
An autocratic leader is one who tends to run the show all by him. He 
specifics the goals which he requires his followers to perform, organizes 

. the work situation, sets the time - frame within which the task is to 
be accomplished, provides specific directions and requires the followers 
to keep him regularly- posted with the progress of the task.
The autocratic leader views his followers as having little or no maturity 
as regards skills or willingness with which the job is to be accomplished.
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As such, he will neither have any discussion with them as to any 
aspect of job accomplishment, nor delegate to them any authority. To 
extract the required performance from his follower, he exercise close 
supervision and control and uses his reward and coercive power to 
that end. Thus, if the followers comply with the leader’s expectations 
as regards performance, he rewards them. If they are lacking in 
performance, he uses coercive power to induce performance and holds 
out the threat of punishment by way of inconvenient work assignments, 
fines, or dismissal.
An autocratic leader believers in the “X” theory of motivation and 
firmly believes that without close supervision, control and fear of 
punishment, followers will not work since they are inherently lazy, 
unambitious, and averse to accept responsibility,-or take any initiative.
An autocratic leader, is in fact no leader. He is merely the formal 
head of his organisation. Workers under him feel harassed and disturbed, 
and prepare themselves sooner or later to offer resistance. With the 
emergence of indiscipline among his staff, the autocratic leader fails 
to obtain unquestioned compliance from his workers because they 
begin to assert'themselves, and the result is that they gradually stop 
obe3dng his orders. After a time, there is total loss of his authority 
to demand compliance.

NOTES

2. Laissez Faire or Free Rein Leader
A laissez faire or free rein leader permits his followers to do whatever 
they want to do. He does not formulate any policies or procedures 
and does not lay down guidelines within which the followers could 
accomplish their jobs. Thus, his followers are left to fend for themselves.
Since in a laissez faire set up, there is no attempt on the part of 
anyone to influence any one else, there is a vast scope and opportunity 
for an extensive range of behavior, though it may often be at cross 
— purposes. There is a near total abdication of formal leadership 
according to the needs of each situation.
Obviously, laissez faire leadership can be successful only where the 
followers have a high degree of maturity, i.e., they are both able and 
willing to perform. In the case of followers with less than high maturity, 
such leadership is not likely to succeed because, in the absence of 
suitable task behavior on the part of the leader, they would merely 
grope in the dark, not knowing that, how, when and where to perform. 
Besides, deprivation of socio-emotional support from the leader may 
make them feet insecure and vulnerable.

3. Democratic Leader
Democratic style of leadership is based on the assumption that the^ 
leader derives his power by consent of the followers whom he is to
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Theories of Managementlead and that, give proper motivational environment; they can direct 
themselves and be creative on their respective jobs. In other works, 
while the followers have the requisite ability to perform the jobs, 
they are lacking in willingness to do so.
The democratic leaders encourage his followers to participate in decision
making and implementation. However, decisions are made only within 
the limits established by the policies and procedures which, again, 
are formulated after elaborate group discussion. Of course, the leader 
is present all along to guide and control the discussion but the followers 
are allowed to express their points of view without any let or hindrance. 
The decisions formulated during these discussions represent the consensus 
of all participants.
Democratic leadership seeks to evolve a self-regulatir^ and self disciplining 
mechanism. If any member of the group does, anything which is in any 
manner opposed to the interests of the group, he is promptly checked 
and controlled by the other members of the group, and this is done 
by means of a system of rewards and punishment devised by the 
group.
Participation, consultation and agreement of the group remember are 
important features of a democratic leadership. Democratic functioning 
can at times be dilatory and subject to various pulls and pressure from 
different groups, or individuals, representing opposite viewpoints. 
Moreover, participative leadership is based on the assumption that 
the followers are all able, though not willing to perform the tasks 
assigned to them. In the even, it poses the problem of working out a 
system of proper motivational support that would be equally acceptable 
to all.

NOTES

4. Expert or Functional Leader
An expert or functional leader does not command; any formal authority 
in the literal sense of the term. He only stands out because of his 
special qualifications for the job handled by the him. Which is also 
the main reason why followers look up to him for guidance and control? 

The expert leader is essentially task-oriented, and most of his time 
is spent thinking about doing things faster and better. He has his 
eyes firmly fixed on what he intends to achieve and pursues his goal 
single - mindedly. However, since his success depends not only on his 
own work, but also on the activities of his followers, he may not be 
as effective as he plans. If his followers are not as serious and painstaking 
as he is, he may behave is demanding fashion, in the process relying 
more and more on the “X” theory of motivation. In the event, his 
followers may feel frustrated as they are prevented from maximizing 
their own potential. Overtime the situation may get from bad to worse.
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because the expert leader is by definition quite poor on the human 
relations front.

5. Institutional Leader
The institutional leader is one wh i wields power over his followers 
due to the position of office occupied by him in the organizational 
hierarchy. At times, he may also derive power from his personality 
and behaviors. By virtue of such positional and personal power, he 
manipulates and controls are activities of others to accomplish the 
group objectives.
The institutional leadership may or may not be an expert in his field 
of activity. When he, lacks the expertise, he may suffer from a sense 
of inadequacy, leading to an inferiority complex, and to compensate 
for it, he may exert to an exceptional extent to achieve his objectives. 
In the process, he may engage more and more in task behavior and 
less in relationship behaviour, such that the followers may develop 
a feeling of frustration and alienation.

NOTES

6. Paternalistic Leader
A paternalistic leadership is characterized primarily by loyalty of 
followers in a warm and cohesive setting. The leader is much concerned 
with the well being of his followers and comes to tlieir rescue ever 
so often.
Since a paternalistic leader is concerned more with relationship behavior, 
it can be successful only in cases where the followers possess job 
maturity and are only lacking in psychological maturity. In any other 
case, such leader may only produce an atmosphere of a country-club 
which may display social warmth and cohesion but can do little way 
of a accomplishment of tasks. Even otherwise, under a paternalistic 
leader the followers, particularly the competent and achievement — 
oriented among them, feel frustrated due to lack of opportunity for 
showing initiative. This is because while the leader, like a banyan 
tree, gives protection to all, the unwittingly creates conditions under 
which no follower can grow and be able to realize his potential.

1.17 QUALITIES OF LEADERSHIP /

To be able to prove effective leadership to his subordinates, a leader 
needs to have certain qualities. According to Orway Tead, a leader 
must possess, “physical and nervous energy, a sense of purpose and 
direction, enthusiasm, friendliness and affection, integrity, technical 
mastery, decisiveness, intelligence, teaching skills, and faith”. According 
to Henry Fayol the qualities that a leader must possess are:

(o) health and physical fitness
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Theories of Management(6) mental vigor and energy ,

(c) courage to accept responsibility
id) steady, persistent, thoughtful determination
(e) sound general education, and
if) management ability embracing foresight and art of handling 

men.

The more important qualities of a leader may be summarized as follows: 
1. Physical and mental vigor: The leader has to put in hard 

mental and physical work, which requires tremendous stamina 
and vigor to sustain long and irregular hours of work.

Emotional stability: The leader should not be unduly moved 
by emotion or sentiment. He should be able rationally and logically 
to analyze the various problems before him and reach a decision 
without any fear or favour. He should not lose his temper or 
show indecision even in the face to heavy odds.

3. Sense of judgements: The leader should be a master of human 
psychology. He should possess deep understanding of human 
behaviour, emotions sentiments, needs, motives, etc. This would 
enable him to anticipate the response to his decision and actions.

4. Balance: The leader should be rational and objective in his 
approach. He should be free from bias, prejudice and pre-conceived 
notions. Only then he would be able to decide issues on their 
merits.

5. Understanding or empathy: The leaders should show 
understanding for-others viewpoints. If he tends to have his 
own way in all matters, he might lose their goodwill.

6. Motivation: Only a person who is himself well motivated can 
motivated others. The desire to lead people should come from 
within. If person is forced to do his job under fear of punishment, 
he would behave more like a follower than • a leader.
Communicating skills: The leader should be good at 
communicating ideas, feelings, decisions, orders, etc. He should 
be good and effective speaker and writer. Then alone he would 
be able to persuade, inform stimulate and direct his subordinates.

8. Agility to guide: The leader should help his subordinates to 
learn. Both by word and deed, he should demonstrate to them 
the best ways of accomplishing the jobs.

9. Sociability: The leader should show keen interest in his 
subordinates. He should try to meet them often and encourage 
them to discuss their problems and difficulties with him. He 
should be friendly, helpful and easily accessible to all his 
subordinates.

NOTES

2.

\

7.
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Technical competence: The leader should possess a thorough 
knowledge of the theory and practice of his job. Besides, he 
should be quite familiar with the jobs done at different work 
points in his department.
Other personal abilities: The leader should have an attractive 
and pleasing personality. He 'should possess optimistic and 
cheerful outlook. He should have sound physical and mental 
health. His subordinates will accept his leadership only when 
they find him full of youthful vigor, energy, vitality, endurance 
and creativity.

Besides, he should be honest, sincere, fair and reasonable in his 
dealings with his subordinates. If he is a man of integrity and behaves 
with his subordinates in a dignified manner, his leadership will be 
cheerfully and enthusiastically accepted by one and all.

10.

11.NOTES

1.18 DECISION MAKING

Decision-making is an integral part of every manager’s job. Decision-- 
making has a wide-range, covering matters from selection of the 
venue for holding a meeting, to significant issues such as, assignment 
of resources, hiring and firing of personnel, rate^of dividend, merger, 
etc. In the words of John MacDonald, “The business executive is by 
profession a decision-maker. Uncertainty is his opponent, overcoming 
it is his mission. Whether the outcome is a consequence of luck of 
wisdom, the moment of decision-making is without doubt the most 
creative event in the life of the executive.”
Decision-making is not the monopoly of top management alone, though 
it is true that decisions made at this level are of far-reaching importance ' 
for the organization as a whole. In fact, managers at all levels are 
engaged in decision-making of one kind or another, the significance 
of their decisions differing in proportion to the duties assigned and 
authority delegated to them.

Definitions
George R. Terry ; “Decision-making is the selecting of an alternative, 
from two or more alternatives, to determine an opinion or a course' 
of action.”
Andrew Szilagyi : “Decision-making is a process involving information, 
choice of alternative actions, implementation, and evaluation that is 
directed to the achievement of certain stated goals.”
Henry Sisk and Cliffton Williams.: “A decision is the selection of a 
''Course of action from two or more alternatives; the decision-making 
process is a sequence of steps leading to that selection.”
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1.19 IMPORTANCE OF DECISION-MAKING

Decision-making is an indispensable component of the management 
process. It permeates all management and covers every part of an 
enterprise. In fact whatever a manager does, he does through decision
making only; the end products of manager’s work are decisions and 
actions. For example, a manager has to decide (i) what are the long 
term objectives of the organization, how to achieve these objectives, 
what strategies, policies, procedures to be adopted (planning); 
Hi) how the jobs should be structured, what type of structure, how to 
match jobs with individuals (organizing); {Hi) how to motivate people 
to peak performance, which leadership style should be used, how to 
integrate effort and resolve conflicts (leading); {iv) what activities 
should be controlled, how to control them, (controlling). Thus, decision- 

I making is a central, important part of the process of managing. The 
importance of decision-making in management is such that H.A. Simon 
called-management as decision-making. It is small wonder that Simon 
viewed decision-making as if it were synonymous with the term ‘managing^ 
Managers are essentially decision makers only. Almost everything , 
managers do involves decision-making. Decision-making is the substance 
of a manager’s job. In fact, decision-making is a universal requirement 
for all human beings. Each of us makes decisions everyday in our 
lives. What college to attend, which job to choose, whom to marry, 
where to invest and so on. Surgeons, for example, make life-and- 
death decisions, engineers make decisions on constructing projects, 
gamblers are concerned with taking risky decisions, and computer 
technologists may be concerned with highly complex decisions involving 

of rupees. Thus whethei- right or wrong, individuals as members 

in different organizations take decisions. Collectively the decisions of 
these members give ‘form and direction to the work an organization 
does’. Some writers equate decision-making with planning. In fact, 
Koontz and O’Donnell viewed ‘decision-making as the core of planning*, 
implying that is not at the core of organizing or controlling. However, 
instead of taking extreme positions it would be better to view decision
making as a pervasive function of managers aimed at achieving goals. 
According to Glueck there are two important reasons for learning 
about decision-making: (i) Managers spend a great deal of time making 
decisions. In order to improve managerial skills it is necessary to 
know how to make effective decisions, (ii) Managers are evaluated on 

-the basis of the number and importance of the decisions made. To be 
effective, managers should learn the art of making better decisions.

NOTES

crores
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There are two kinds of factors to be considered in decision-making 
in favour of any alternative. These may be classified as (a) tangible 
and (6) intangible factors.NOTES

Tangible Factors
Among the tangible factors relevant to decision-making the important 
ones are (a) sales; (6) cost; (c) purchases; {d) production; (e) inventory; 
(J) financial; ig) personnel and (h) logistics.
The effect of any decision on one or more of the tangible factors can 
be measured and therefore it is easy to consider the pros and cons 
of every decision. Decisions based on these factors are likely to be 
more rational and free from bias and feelings of the decision-maker.

Intangible Factors
Among the intangible factors which may influence decision-making 
in favour of any alternative, the important ones are the effects of any 
particular decision (a) prestige of the enterprise; (6) consumer behaviour 
(c) employee morale and so on.
Accurate information and data about these factors is not easy to _ 
obtain. Therefore, intuition and value-judgement of the decision-maker 
will assume a significant role in the choice of a particular alternative.

1.21 TYPES OF DECISIONS

Though managers are constantly called upon to make decisions and 
all managerial decisions are important in their own ways, some decisions 
have a limited scope while others involve the entire organization in 
a significant manner. For better understanding of the managerial 
decisions, we may classify them as follows:

1. Personal and organizational decisions. This classification 
was first mooted by Chester Barnard. Accordingly, personal 
decisions are concerned with the managers as individuals rather 
than the organizations. As against this, organizational decisions 
are made by the managers in their official capacities and within 
the constraints set by their formal authority. Since personal 
decisions are based on subjective evaluation of the managers, 
these can neither be delegated nor there any interference or 
influencing from the top. But organizational decisions may be, 
and often are delegated to subordinates.
In order to avoid bias in decision-making, which may be harmful 
both to the organization and the decision-maker, a clear distinction
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to be maintained, though it is often a difficult task.

t

2. Strategic and operational decisions. Strategic decisions, which 
are often table for their novelty and complexity and involve 
uncontrollable factors such as actions of competitors or the

, state of the economy, are invariably made by the top management. 
Increasing the rate of dividend, expansion of business, etc., are 
the examples of strategic decisions.
Operational decisions are concerned with day-to-day operations' 
of the enterprise. They do not involve much discretion or

• independent judgment on the part of managers, hs the parameters
• within which the decisions have to be made, are often clearly 

defined.
3. Structured and unstructured decisions. Stinictured decisions 

are those which are made within the limits set by the policies, 
procedures, tradition or custom. They do not require creativity 
or independent judgment on the part of the manager. As against 
this, unstructured decisions have neither any existing policies 
or procedures, nor any tradition or custom as their basis. For 
this reason, they call for a great deal of imagination and independent 
judgment, and hence are often within the purview of the top 
management only.

4. Crisis and research decisions. Crisis decisions are those 
which are made to meet unanticipated situations which do not 
allow much scope for extensive investigation and analysis of 
the factors relevant to them. They have to be made instantaneously 
under pressure of circumstances.
As against this, research decisions are those which are made 
after a thorough analysis of pros and cons without any pressure.

5. Initiative or forced decisions. Initiative decisions are the 
hall-mark of ^^ressive managers who search for or create situations 
calling for decision-making by them. Most of such decisions 
may not be needed in many cases. As against this, forced decisions 
are those where the managers have no alternative but to make 
decisions, either under orders from their superiors or due to 
pressured persuasion by subordinates.

6. Problem and opportunity decisions. Problem decisions are 
concerned with resolving problem situations which have arisen 
as anticipated, or otherwise. On the other hand, opportunity 
decisions pertain to taking • advantage of an opportunity for 
increased profits, growth, etc. The frequency of opportunity 
decisions will depend on how far the manager is prepared to 
take risks and his skill for recognition of an opportunity.

NOTES
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Some common difficulties faced in making decisions and implementing 
them are as follows.

NOTES
Incomplete information

This is a major problem for every manager. Lack of information leaves 
a manager adrift in a sea of uncertainty. Not only this, most decisions 
involve too many complex variables for one person to be able to 
examine all of them fully.

Un-supporting Environment

The environment-!-physical and organizational, that prevails in an 
enterprise affects both the nature of decisions and their implementation. 
If there is all round goodwill and trust and if the employees are 
properly motivated, the manager is encouraged to take decisions 
with confidence. On the other hand, under the opposite circumstances 
he avoids decision-making.

Non-Acceptance by Subordinates

If subordinates have a stake in the decision or are likely to be strongly 
affected by it, acceptance will probably be necessary for effective 
implementation. On the other hand, subordinates may not really care 
what decision is reached. In such situations, acceptance is not an 
issue. Democratic leadership style which encourages subordinates to 
suggest, criticise, make recommendations or decide upon policies or 
projects is an effective device for gaining their acceptance and commitment.

Ineffective Communication

Another important problem in decision-making is the ineffective 
communication of a decision. This makes implementation difficult. 
The manager should, therefore, take care to communicate all decisions 
to the employees in clear, precise and simple language.

Incorrect Timing

In decision-making, the problem is not merely of taking a correct 
decision. It is also of selecting an appropriate time for taking the 
decision. If the decision is correct but the time is inopportune, it will 
not serve any purpose. For example, if the manager wants to decide 
about introducing a new product in the market, he should take the 
decision at a correct time. Otherwise, he may lose the market to his 
competitors.
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1.23 GUIDELINES FOR EFFECTIVE DECISION-MAKING

Decision-making is an arduous task. A successful and correct decision 
is gratifying to the decision-maker but he also experiences frustration 
when he faces ill-structured and xincertain situations and when his 
decision fails to achieve the decision objectives. Yet, managers must 
make decisions as it is their most important responsibility to their 
organization. They cannot afford to display an attitude of “sailing 
around the world without landing”, and “talking about a subject without 
getting it”. The success of an executive depends on his ability to 
make the right decision at the right time and to pursue its effective 
implementation. The following guidelines are offered as an aid to 
effective decision making.

NOTES

1. Define the Goals
The decision maker should define the goals that he seeks to achieve 
by making a decision. The goal of a decision is derived from his objectives 
.which in turn are a part of the total organizational objectives. Thus, 
the goal of a decision should be compatible with and contribute to 
larger goals.

2. Ensure that the Decision Contributes to the Goal
Once the goal has been determined, it becomes the criterio'n for making 
the decisions, as well as for evaluating its results. Often, an executive 
seeks to achieve not one but more than one goals through a decision. 
For example, the goal of a marketing decision may be not only to 
increase the sales volume but also increase the profit margin. These 
goals may not always be compatible. It requires the decision maker 
to balance the conflicting goals in such a manner that he can achieve 
all the goals simultaneously.

3. Adopt a Diagnostic Approach
A decision maker has to be a diagnostician in many ways. He has to 
identify and define the problem. Further, he has to diagnose what 
and how much information is relevant to the problem being attacked, 
and where he will get it. Development and evaluation of alternative 
also require diagnostic abilities. He also has to diagnose the surrounding 
situation comprising the internal and external environmental forces. 
Thus, effectiveness in decision making significantly depends on an 
executive’s diagnostic abilities.

4. Involve Subordinates in Decision Making Process
Involvement of subordinates in decision-making process serves many 
purposes. It improves the quality of the decision, particularly if the 
decision-maker does not possess all the special abilities required for
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making a particular decision. It is more likely to happen than not, as 
every decision has several aspects such as administrators, techixical, 
human relations and iinancial aspects. The most important stage at 
which subordinates’ participation can enhance the decision quality is 
the stage of development and evaluation of alternative solutions to 
problems. Their participation can bring not only new insights to the 
problem, biit also elicit their commitment to implement the decision. 
Those who participate in making a decision tend to become ego involved 
in it, and thereby committed to its successful implementation.

NOTES

5. Ensure Successful Implementation of the Decision
Even the best decision will not yield satisfactory results unless it is 
implemented effectively. Successful implementation of a decision 
significantly depends on the extent of understanding of the decision 
and its implications, and motivation of the subordinates who have to 
carry it. An executive can enhance his effectiveness in both these 
directions by promoting upward communication. He should also be 
able to know when and what kind of guidance is needed by them, 
and be willing to extend it to those who need it. He can be more 
effective if he successfully welds his subordinates into a team with 
himself as the team leader.

6. Evaluate the Results
The purpose of a decision is to accomplish some goal which will not ' 
be attained without it. The results of the decision should, therefore, 
be evaluated in terms of its predetermined goals.

7. Be Flexible
The decision-maker should adopt a flexible approach not only in 
making the decision but also after the decision has been put into 
implementation. If it is not yielding the desired results, he should . 
modify, discard, or replace it with another decision which may produce 
better results.

1.24 DECISION-MAKING—THE QUANTITATIVE WAY

Introduction
The administration of a modem business enterprise has become an 
enormously complex exercise. There has been an increasing tendency 
to turn to quantitative techniques and models as a potential means 
for solving many of the problems that arise in such an enterprise. 
Management in action is decision-makii^. We consider decision-making 
in business to be a process whereby management, when confronted 
by a .problem, selects a specific course of action or solution from a set
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of possible courses of actions. Since there is generally some uncertainty 
about the future, we cannot be sure of the consequences of a decision 
made. The process of making decisions in a business has the same 
essential characteristics as problem-solying behaviour in general.

Theories of Management

NOTES
Business Decisions
The business manager wants to choose the course of action that is 
most effective in attaining the goals of the organisation. In judging 
the effectiveness of different possible decisions, we must use some 
measuring unit. The most commonly used measure in making decisions 
is the amount of profit in monetary terms but for our purpose here, 
we will take only a few of these.

1. Decisions under certainty or uncertainty.
2. Decisions made for one time-period only or a sequence of inter

related decisions over several time-periods.
3. Decisions where the opponent is nature (a family planning, a

picnic) or a thinking opponent (setting the price of. a product 
after considering the actions of the competitors). ,

The following general process of solution is adopted for all types of 
decision situations:

Establish the criteria that will be utilized. One of the criteria 
may be maximization of profit. In a capital budgeting decision, 
we choose the project with the highest pay off.

2. Select a set of alternatives for consideration.
3. Determine the model which will be used and the values of the 

parameter of the process, e.g., we may decide that the algebraic 
expression of the model of total expenses is:

Total Expenses = a + b units sold.
The parameters are “a” and “b” and their values would have to 
be determined in order to use the model.
Determine that alternative which optimizes or falls in line 
with the criterion that has been chosen in item 1 above.

1.

4.

Abstraction
Real life problems are very complicated in nature. In empirical situation, 
there is a large number of inherent “facts,” Moreover, every potential 
course of action triggers off a chain reactions - of course an effect and 
interaction - and there is no end to this process. Consider the problem 
of erection of a factory building. Much time is spent on gathering 
factual information about the project, e.g., the exact location, the physical 
features of the building; a minute study of the climatic conditions of 
the potential sites and their bearing on most of the construction; the 
raising of finance and the cost of finance raised. By far the most
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important decision is in respect of the alternative uses to which 
these funds can be put in the present and future periods. If the 
manager as a' decision-maker prefers to collect all the facts before he 
acts, it follows that he will never act. It is to be appreciated that it 
is beyond the comprehension of human mind to consider every aspect 
and dimension of an empirical problem. Some characteristics of the 
problem must be ignored if at all a decision is to be made. In other 
words, it is for the decision-maker to abstract from the empirical 
situation those factors which he considers to be the most relevant to 
the problem he faces. In this way, abstraction initiates the solution 
of many a human problem.

NOTES

Model Building
Once the selection of the critical factors or variables has been made 
by the decision-maker, the next step is to have their combination in 
a logical manner so as to form a counter-path or model of the empirical 
situation; ideally, it strips a natural phenomenon of its complexity. 
It, therefore, duplicates the essential behaviour of the natural phenomenon 
with a few variables, simply related. The more the simplicity of the 
model, the better it is for the decision-maker, provided the model 
serves as a reasonably reliable counter-path of the empirical order. • 
The advantages of a simple model are :

1. It economizes on time as well as on thought.
2. It is within the reach of comprehension and ability of the 

decision-maker. /
3. If occasion arises, the model can be modified quickly and effectively. 

The aim of the decision-maker in constructing a model is to approximate 
reality as far as possible. In other words, a model is a de facto 
approximation of reality. Replication of reality seems to be a lofty 
aim and meeting it would consume an infinite length of time. Besides, 
such an elaborate model would be beyond the reach of human 
comprehension. Therefore, the manager as a decision-maker wants 
the simplest possible model that predicts outcomes reasonably well 
and consistent with effective action on his part.

Solutions
Having constructed the model, it is possible to draw certain conclusions 
about its behaviour by means of a logical analysis. The decision
maker bases his action or solution on these conclusions. The effectiveness 
of a model depends upon the logical analysis used in drawii^ conclusions 
and the abstraction of critical variables from our example. The decision
maker may decide that an interest rate of 12% matches the annual 
opportunity cost of money for his firm. He can make his decisions on 
the construction of the fa.ctory premises by calculating the present
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uses of which his funds can be put to in detail.

Errors
Generally, there are two possible tj^es of errors in decision-making 
to start with. He can err in applying logic to the process of reasoning 
from premises to conclusions to solutions. The concern may be able 
to obtain funds at the cost of 12% but management may have decided 
not to raise any new capital. The premise that one can use the interest 
rate to represent an opportunity cost is valid, but the conclusion that 
the use of interest rate applies to all investments is erroneous.
Secondly, there may be a mistake in selecting the variables or the 
variables selected are not adequate for the construction of the model 
in our example. The decision-maker has taken into account the time 
value of money but has ignored the risk element that is associated 
with the use of money. It is not possible to eliminate errors of this 
type altogether because it would amount to a consideration of all 
conceivable pertinent variables and would preclude decisive action. 
Abstraction does violate reality to some extent but it is a necessary 
condition for problem-solving. This is one- reason why decision-making 
carries with it the possibility of errors.

NOTES

Model-Building Techniques
There are several ways of representing the models. Common place 
repetitive problems as those of eating, walking and opening doors are 
a matter of thinking in the mind of the decision-maker in an informal 
and intuitive manner. Such problems are resolved without the aid of 
a formal model. If the problem is somewhat more complex or unusual, 
we spend more time on it. It is possible to express to the extent of 
selecting the important elements of the problem and proceeding to 
examine and experiment with them. The nature of variables determines 
the technique of describing and relating selected variables. If the 
variables are amenable to a quantitative representation, then there 
are strong reasons for selecting a mathematical representation of the 
model. Mathematics has a theoretical rigour of its own, and so it 
ensures a certain orderly procedure on the part of the investigator. 
It demands specificity in respect of the variables that have been abstracted 
and the relationships assume to be existing amongst them. For example, 
it is more difficult to make impHcit assumptions in a mathematical 
model than in a literary model. Secondly, mathematics is a potent 
tool for relating variables and for deriving logical conclusions from 
the given premises. Mathematics facilitates the solution of problems 
of bewildering complexities and also facilitates the decision-making 
process where quantitative analysis is applicable.
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In the recent past, especially since World War II, a host of business 
problems have been quantified with some degree of success, leading 
to a general approach which has been designated as operations research. 
Undoubtedly, the quantitative representation of business problems 
is much older than operations research, considering the practice of 
accountancy. However, recently, the use of quantitative techniques 
has covered all the areas of modern business.

s
A word of caution is necessary for those businessmen who are found 
to employ quantitative techniques for business decisions. The conclusion 
.derived from a mathematical model contains some degeree of error 
because of the abstraction process. It is a matter of judgement as to 
when to modify the conclusion in view of the magnitude of error. 
Operations research supplements business judgement; it does not 
supplant it. Moreover, there are many business problems which cannot 
be given a quantitative representation and so they require the use of 
qualitative models and solutions. Within the constraints mentioned 
here, quantitative analysis can become an extremely productive technique 
for manageri^ decision-making. Problems which would perplex the 
initiation of the most experienced executives may, on some occasions, 
be resolved with relative ease.

NOTES

SUMMARY

• Management is the process of utilization of resources in an 
effective manner in today’s dynamic environment.

• Management is a human activity where human beings plan, 
implement and control the activities.

• Management process includes the functions of management 
which are performed by managers to achieve the desired objectives.

• ■ Management actually has grown and developed with the growth
of socio-economic, political and scientific institutions.

• Leadership is the “ability of a superior to influence the behaviour 
of his subordinates and persuade them to follow a particular 
course of action”.

• Trait is defined as relatively enduring quality of an individual. 
The .trait approach seeks to determine ‘what makes a successful 
leader’ from the leader’s own personal characteristics.

• Personal decisions are concerned with the managers as individuals 
rather than the organizations.

• Personal decisions are based on subjective evaluation of the 
managers, these can neither be delegated nor there any 
interference or influencing from the top.
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Theories of Management• Structured decisions eire those which are made within the limits 
set by the policies, procedures, tradition or custom.

• As against this, unstructured decisions have neither any existing 
policies or procedures, nor any tradition or custom as their 
basis.

• Initiative decisions are the hall-mark of aggressive managers 
who search for or create situations calling for decision-making 
by them.

NOTES

REVIEW QUESTIONS

1. “Management is getting things done through other people”. 
Is this definition adequate for present day concept of 
management? Discuss.

2. “Management is regarded as art by someone, science by others 
and an inexact science by many more. The truth seems to be 
somewhat in between”. In the light of this statement, describe 
the true nature of management..

3. How will you classify the levels of management? Briefly explain 
the functions of different levels of management.

4. “Management is simply the process of decision making and 
control over the action of human beings for the express purpose 
of attaining predetermined goals.” In the li^t of this statement, 
discuss the various functions which constitute the process of 
management.

5. What is the contribution of Henry Fayol to the management 
process? Are his administrative principles strictly enforceable 
in the current trends towards participative management?

6. Explain the merits and shortcomings of Weber bureaucratic 
model.

7. How is leadership different from headship?
8. Discuss the reasons that make leadership necessary.
9. Describe the various approaches to the study of leadership.

10. What are the various functions of a leader?
11. Write a note on the qualities of a leader.
12. Define ‘decision-making’.

13. What is the importance of decision-making?
I

14. Discuss tangible and intangible factors relevant to decision
making?

. j
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After the completion of this unit, you should be able to:
• define the term ‘system’ and its parts
• describe interface functions
• understand the different concepts of a system
• explain the functions of a department
• define transaction processing system
• explain management information system and its features
• define expert systems.

NOTES

2.1 INTRODUCTION

The term ‘system’ is derived from the Greek word ‘system’ (to combine), 
which means an organized relationship among functioning units or 
components. A system exists because it is designed to achieve one or ’ 
more objectives. A system is an orderly arrangement of its components. 
The components of a system have structure and order. The organization 
determines the flow of control, communication and the chain of commands.
There are many system concepts which play an important role in 
understanding the system. The flow of information in an organization 
is very vital. There are various departments in an organization, depending 
on the services or products they provide to us. With each department 
there are three traditional levels of management—top, middle and 
lower. For making the proper decisions—^the different levels of managers 
require the right kind of information at right time. Information system 
is a system that provides information to people in an organization. 
There are various types of computer-based information systems, which 
serve different levels of management.

2.2 SYSTEM AND ITS PARTS

A system is an interrelated set of components with an identifiable 
boundary working together for some purpose. A system has nine 
characteristics (see Figure 1).

(i) Components
(ii) ^Interrelated components 

iiii) A boundary
(iv) A purpose 

(o) An environment 
(ui) Interfaces

\
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(vU) Input 
iviii) Output 

(ix) Constraints

Systems Study

Input Environment NOTES

Components

Boundary

a»'l
iSBii

Constraints

- ■

Interfaces Interrelationship

Output

Fig. 1, A general illustration of a system.

A system is made up of components. A component is either an irreducible 
part or an aggregate of parts, also known as a subsystem. The simple 
concept of a component is very powerful. For example, just as with an 
automobile or a stereo system with proper design, we can repair or 
upgrade the system by changing individual components without having 
to make changes throughout the entire system. The components are 
interrelated; that is, the function of one component is somehow tied 
to the functions of the other components. For example, the work of 
one component, such as producing a daily report of customer orders 
received, may not progress successfully until the work of another 
component is finished, such as sorting customer orders by date of 
their receipt.
A system has a boundary within which all of its components are 
contained and that establishes the limits of a system, separating the 
system from other systems. Components within the boundary of a 
system can be changed, whereas things outside the boundary cannot 
be changed. All of the components work together to achieve some 
overall purpose for the larger system: the system’s main reason for 
existing.
A system exists within an environment, which comprises of everything 
outside the system’s boundary. For example, we might consider the 
environment of a state university to include the legislature, prospective 
students, foundations and funding agencies, and the news media. Usually
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the system interacts with its environment, exchanging, in the case of 
an information system, data and information. The points at which 
the system meets its environment are known as interfaces, and 
there are also interfaces between subsystems. An example of subsystem 
interface is the clutch subsystem, which acts as the point of interaction 
between the engine and transmission subsystems of a car. Special 
characteristics of interfaces are given below:

NOTES

Interface Functions
Because an interface exists at the point where a system meets its 
environment, the interface has several special, important functions. 
An interface provides

• Security protecting the system from undesirable elements that 
may want to infiltrate it

• Filtering unwanted data, both the elements leaving the system 
and entering it

• Coding and decoding incoming and outgoing messages
• Detecting the correcting errors in its interaction with the 

environment
• Entering providing a layer of slack between the system and 

its environment, so that the system and its environment can 
work on different cycles and at different speeds

• Summarizing raw data and transforming them into the level 
of detail and format required throughout the system (for an 
input interface) or in the environment (for an output interface).

Becausfe interface functions are critical in communication between 
• system components or a system and its environment, interfaces receive 

much attention in the design of information systems.
It is the design of good- interfaces that allows different systems to 
work together without being too dependent on each other.
A system must face constraints in its functioning because there are 
limits (in terms of capacity, speed, or capabilities) to what it can do 
and how it can achieve its purpose within its environment. Some of 
these constraints are imposed inside the system (e.g., a limited 
number of staff available), whereas others are imposed by the 
environment (e.g., due dates or regulations imposed by government 
or some other agency). A system takes input from its environment 
in order to function. Mammals, for example, take in food, oxygen, 
and water from the environment as input. Finally, a system returns 
output to its environment as a result to its functioning and thus 
achieves its purpose.
Now you are familiar with the definition of a system and its nine 
important characteristics, let us take an example of a system and use
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it to illustrate the definition and each system characteristic. Consider 
a system that is familiar to you: a fast-food restaurant (see Figure 2).
How is a fast-food restaurant a system? Let us take a look at the 
fictional Roop Chand restaurant in New Delhi, India. First, it has 
components, or subsystems. The physical subsystems are: kitchen, 
dining room, counter, storage, and office. As you might expect the 
subsystems are interrelated and work together to prepare food .and 
deliver it to customers, one purpose for the restaurant’s existence. 
Food is delivered daily, kept in storage, prepared in the kitchen, sold 
at the counter," and often eaten in the dining room. The boundary is 
represented by its physical walls, and the primary purpose for the 
restaurant’s existence is to make a profit for its owners, Aman and 
Vansh Dixit. The restaurant’s environment consists of those external 
elements that interact with it, such as customers (many of whom 
come from nearby Delhi University), the local labour supply, food 
distributors (much of the produce is grown locally), banks, and 
neighbourhood fast-food competitors. It has one interface at the counter, 
where customers place orders, and another at the back door, where 
food and supplies are delivered. Still another interface is the telephone 
managers use regularly to talk with bankers and food distributors. 
The restaurant faces several constraints. It is designed for the easy 
and cost-effective preparation of certain popular foods, such as hamburgers 
and coffees, which constrains the restaurant in the foods it may offer 
for sale. Its size and its location in the university neighbourhood 
constrain how much money it can make on any given day. The MCD 
Health Department also imposes constraints, such as rules governing 
food storage. Inputs include, but are not limited to, ingredients for 
the burgers and other food as well as cash and labour. Outputs include, 
but are not limited to, prepared food, bank deposits, and trash.

Environment': customers, food distributors, banks, health department eta

Systems Study

NOTES

- z
storage Office

Inputs:
food,

labour,
cash,

Outputs:
prepared

food,
trash.

Dining
Room

Kitchen

etc. etc.

Counter

Boundary
------- ► r^resents an interrelationship

Fig. 2. A fast-food restaurant as a system.
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Once we have recognized something as a system and identified the 
system’s characteristics, how do we understand the system? Further, 
what principles or concepts about systems help the design of information 
systems? A key aspect of a system is the system’s relationship with 
its environment. Some systems, called open systems, interact freely 
with their environments, taking in input and returning output. As 
the environment changes, an open system must adapt to the changes 
or suffer the consequences. A closed system does not interact with 
the environment'; changes in the environment and adaptability are 
not issues for a closed system. However, all business information 
systems are open, and in order to understand a system and its 
relationships to other information systems, to the organization, and 
to the larger environment, you must always think of information 
systems as open and constantly interacting with the environment. 
There are many other important systems concepts with which systems 
analysts (the key individuals in the systems development process) 
need to become familiar:

• Decomposition
• Coupling

Decomposition deals with beings able to breakdown a system into 
its components. These components may themselves be systems 
(subsystems) and can be broken down, into their components as well. 
How does decomposition aid understanding of a system? Decomposition 
results in smaller and less complex pieces that are easier to understand 
than larger, complex pieces. Decomposing a system also helps us to 
focus on one particular part of a system, making it easier to think of 
how to modify that one part independently of the entire system.
Decomposition aids a systems analyst and other systems development 
project team members by

• Breaking a system into smaller, more manageable, and 
understandable subsystems

• Facilitating the focusing of attention on one area (subsystem) 
at a time without interference from other parts

• Allowing attention to concentrate on the part of the system 
pertinent to a. particular audience, without confusing people 
with details irrelevant to their interests

• • Permitting different parts of the system to be built at independent
times and/or by different person.

NOTES

• Modularity
• Cohesion
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Fig. 3. An example of decomposition.

Figure 3 shows the decomposition of a portable Compact Disc (CD) 
player. At the highest level of abstraction, this system simply accepts 
CDs and settings of the volume and tone controls as input and produces 
music as output. Decomposing the system into subsystems provides 
the system’s inner workings: There are separate systems for reading 
the digital signals from the CDs, for amplifying the signals, for turning 
the signals into sound waves, and for controlling the volume and tone 
of the sound. Breaking the subsystems down into their components 
would provide even more about the inner workings of the system and 
greatly enhance our understanding of how the overall works.

Modularity, a direct result of decomposition, means dividing a system 
up into chunks or modules of a relatively uniform size. Modules can 
represent a system simply, making it not only easier to understand, 
but also easier to redesign and rebuild.

Coupling is the extent to which subsystems are dependent on each 
other. Subsystems should be as independent as possible. If one subsystem 
fails and other subsystems are highly dependent on it, the others will 
either fail themselves or have problems functioning. After looking at 
Figure 3, we would say the components of a portable CD player are 
tightly coupled. The amplifier and the unit that reads the CD signals 
are wired together in the same container, and the boundaries between 
these two subsystems may be difficult to draw clearly. If one subsystem 
fails, the entire CD player must be sent off for repair. In a home 
stereo system, the components are loosely coupled because the subsystems, 
such as the speakers, the amplifier, the receiver, and the CD player, 
are all physically separate and function independently. For example, 
if the amplifier in a home stereo system fails, only the amplifier 
needs to be repaired.

Finally, cohesion is the extent to which a subsystem performs a 
single function. In biological systems, subsystems tend to be well
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differentiated, and thus very cohesive. In human made systems, subsystems 
are not always as cohesive as they should be!

One final key systems concept with which you should be familiar is 
the difference between logical and physical systems. Any description 
of a system is abstract because the definition is not the system itself. 
When we talk about logical and physical systems, we are actually 
talking about logical and physical system descriptions.

j

A logical system description gives the purpose and function of the 
system without tying the description to any specific physical 
implementation. For example, in developing a logical description of 
the portable CD player, we describe the basic components of the 
player (signal reader, amplifier, speakers, controls) and their relations 
to each other, focusing on the function of playing CDs using a self- 
contained, portable unit. We do not specify whether the earphone 
jack contains aluminium or gold, where we could buy the laser that 
reads the CDs, or how much the jack or the laser cost to produce.

On the other hand, the physical system description is a material 
depiction of the system, a central concern of which is building the 
system. A physical description of the portable CD player would provide 
details on the construction of each subunit, such as the design of the 
laser, the composition of the earphones, and whether the controls 
feature digital readouts. A systems analyst should deal with function 
(logical system description) before form (physical system description), 
just as an architect does for the analysis and design of buildings 
before actual construction.

NOTES

2.4 THE SIX PHASES OF SYSTEMS ANALYSIS AND 
DESIGN

Systems analysis and design is a six-phase problem-solving procedure 
for examining an information system and improving it. The six phases 
make up what is known as the systems development life cycle. The 
Systems Development Life Cycle (SDLC) is the step-by-step process 
that many organizations follow during systems analysis and design.

Whether applied to a very big company or a three-person engineering 
business, the six phases in systems analysis and design are as shown 
in Figure 4. Phases often overlap, and a new one may start before 
the old one is finished. After the first four phases, management must 

. decide whether to proceed to the next phase. User input and review 
. is a critical part of each phase.
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Fig. 4. The systems development life cycle (SDLC).

Preliminary Investigation
The objective of Phase 1, preliminary investigation, is to conduct 
a preliminary analysis, propose alternative solutions, describe costs 
and benefits, and submit a preliminary plan with recommendations. 
These steps are given below:

(i) Conduct preliminary analysis. It includes stating the objectives, 
defining nature and scope of the problem.

(ii) Propose alternative solutions: leave system alone, make it more 
efficient, or build a new system.

iiii) Describe costs and benefits of each solution.
iiv) Submit a preliminary plan with recommendations.

Let us explain these in detail:
• Conduct the preliminary analysis. In this step, you need to 

find out what the organization’s objectives are and the nature 
and scope of the problem under consideration.'Even if a problem 
pertains only to a small segment of the organization, you cannot 
study it in isolation. You need to find out what the objectives 
of the organization itself are. Then you need to see how the 
problem being studied fits in with them. -

• Propose alternative solutions. In delving into the organization’s 
objectives and the specific problem, you may have already discovered 
some solutions. Other possible solutions can come from interviewing 
people inside the organization, clients or customers affected 
by it, suppliers and consultants. You can also study what competitors 
are doing now-a-days. With this data, you then have three choices.
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You can leave the system as is, improve it, or develop a new 
system.

• Describe the costs and benefits. Whichever of the three 
alternatives is chosen, it will have costs and benefits. In this 
step, you need to indicate what these are. Costs may depend 
on benefits, which may offer savings. A broad spectrum of benefits 
may be derived. A process may be speeded up, streamlined 
through elimination of unnecessary steps, or combined with 
other processes. Input errors or redimdant output may be reduced. 
Systems and subsystems may be better integrated. Users may 
be happier with the system. Customers’ or suppliers’ interactions 
with the system may be more satisfactory. Security^ may be 
improved. Costs may be cut.

• Submit a preliminary plan. Now you need to wrap up all 
your findings in a written report. The readers of this report 
will be the executives who are in a position to decide in which 
direction to proceed—make no changes, change a little, or change 
a lot—and how much money to allow the project. You should 
describe the potential solutions, costs, and benefits and mention ' 
your recommendations.

System Analysis
The objective of Phase 2, system analysis, is to gather data, analyze 
the data, and write a report. In this second phase of the SDLC, you 
will follow the course that management has indicated after having 
read your Phase 1 feasibility report. We are assuming that they have 
ordered you to perform Phase 2—to do a careful analysis or study of 
the existing system in order to understand how the new system you 
proposed would differ. This analysis will also consider how people’s 
positions and tasks will have to change if the new system is put into 
effect. The steps are given below:

(i) Gather data, using tools of written documents, interviews, 
questionnaires, and observations.

(ii) Analyze the data, using modelling tools: grid charts, decision 
tables, data flow diagrams, systems flow charts, connectivity 
diagrams.

(iii). Write a report.
Let us explain these in detail:

* Gather data. In gathering data, you will review written documents, 
interview employees'and managers, develop questionnaires, 
and observe people and processes at their place of work.

* Analyze the data. Once the data has been gathered, you need 
to come to grips with it and analyze it. Many analytical.tools, 
or modelling tools, are available. Modelling tools enable a
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Systems Study'systems analyst to present graphic, or pictorial, representations 
of a system. An example of a modelling tool is a Data Flow 
Diagram (DFD), which graphically shows the flow of data 
through a system—that is, the essential processes of a system, 
along with inputs, outputs €uid files. (See Figure 5). NOTES

Data Data Data
flow 1 flwv 3 \ flow 5

, DATA 
SOURCE DESnSoiONProcess 1 Process 2

Data Data
flow 2 flow 4

j D1 - DATA STORE 1J [m DATASTORE 2

Explanation of standard data flow diagram symbols used

NameNemel or Nameor ^Name, . File Name | or iFile NameName n

Terminator Symbols (entity name) Data Store Symbol 
(person or orsantzetron outside llte 

system boundaries)

Process Symbol Data Flow Symbol 
(inputs attd outputs)

Fig. 5. Data flow diagram.

• Write a report. After completion of the analysis, you need to 
document this phase. This report to management should have 
three parts:
It should explain how the existing system works.
It should explain the problems with the existing system.
It should describe the requirements for the new system and 
make recommendations on what to. do next.

At this stage, not a lot of money will have been spent on the systems 
analysis and design project. If the costs of going forward appear prohibitive, 
this is a good time for the managers reading the report to call a halt. 
Otherwise, you will be asked to go ahead to Phase 3.

System Design
The objective of Phase 3, systems design is to do a preliminary 
design and then a detail design, and write a report. The steps are 
given below:

(/) Do a preliminary design, using CASE (Computer-Aided Software 
Engineering) tools, prototyping tools, and project management 
software, among others.

(it) Do a detail design, defining requirements for output, input, storage, 
and processing and system controls and backup.
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(Hi) Write a report.
In this third phase of the SDLC, you will essentially create a “rough
draft” and then a “detail draft” of the proposed information system.
Let us explain the above mentioned steps in detail:

• Do a preliminary design. A preliminary design describes 
the general functional capabilities of a proposed information 
system. It reviews the system requirements and then considers 
major components of the system under consideration. Usually 
several alternative systems (called candidates) are considered, 
and the costs and the benefits of each are evaluated.
Some tools that may be used in the design are CASE tools and 
project management software.
CASE (Computer-Aided Software Engineering) tools are 
programs that automate various activities of the SDLC in several 
phases. This technology is intended to speed up the process of 
developing systems and to improve the quality of the resulting 
systems. These tools, which are also known as automated design 
tools, may be used at other stages of the SDLC as well. Some 
examples of such programs are Excelerator, Iconix, System 
Architect, and Powerbuilder.
Prototyping refers to using workstations, CASE tools, and 
other software applications to build working models of system 
components, so that they can be quickly tested and evaluated. 
Thus, a prototype is a limited working system developed to 
test out design concepts. A prototype, which may be constnicted 
in just a few days, allows users to find out immediately how 
a change in the system might benefit them. For example, a 
systems analyst might develop a menu as a possible screen 
display, which users could try out. The menu can then be redesigned 
or fine-tuned, if necessary.
Project management software consists of programs used to 
plan, schedule, and control the people, costs, and resources 
required to complete a project on time.

• Do a detail design: A detail design describes how a proposed 
information system will deliver the general capabilities described 
in the preliminary design. The detail design, usually considers 
the following parts of the system in this order:
output requirements 

input requirements 

storage requirements 

processing requirements, and 

system control and back up.

NOTES
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Systems Study• Write a report. All the work of the preliminary and detail 
designs will end up in a large, detailed report. When you hand 
over this report to senior management, you will probably also 
make some sort of presentation or speech.

NOTES
System Development
In Phase 4, systems development, the systems analyst or others in 
the organization develop or acquire the software, acquire the hardware, 
and then test the system. The steps are given below:

(i) Acquire software.
Hi) Acquire hardware.

(Hi) Test the system.
Depending on the size of the project, this phase will probably involve 
the organization in spending substantial stuns of money. It could also 
involve spending a lot of time. However, at the end you should have 
a workable system.
Let us explain the above mentioned steps in detail:

• Develop or acquire the software. During the design stage 
the systems analyst may have had to address what is called 
the “make-or-buy” decision, but that decision certainly cannot 
be avoided at this stage. In the make-or-buy decision, you 
decide whether you have to create a program—have it custom- 
written—or buy it, meaning simply purchase an existing software 
package. Sometimes programmers decide they can buy an 
existing program and modify it rather than write it from 
scratch.
If you decide to create a new program, then the question is 
whether to use the organization’s own staff programmers or to 
hire outside contract programmers (outsource it). Whichever 
way you go, the task could take many months.

• Acquire hardware. Once the software has been chosen, the 
hardware to run it must be acquired or upgraded. It’s possible 
your new system will not require any new hardware. It’s also 
possible that the new hardware will cost a huge amount and 
involve many items: microcomputers, mainframes, monitors, 
modems, and many other devices. The organization may find 
it’s better to lease rather than to buy some equipment, especially 
since, as we know (Moore’s law), chip capability has traditionally 
doubled every 18 months.

• Test the system. With the software and hardware acquired, 
you can now start testing the system. Testing is usually done 
in two stages: unit testing, then system testing.

In unit, testing, the performance of individual parts is examined, using 
test (made-up, or sample) data. If the program is written as a collaborative
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effort by multiple programmers, each part of the program is tested 
separately.
In system testing, the parts are linked together, and test data is 
used to' see if the parts work together. At this point, actual organization 
data may be used to test the system. The system is also tested with 
erroneous and massive amounts of data to see if the system can be 
made to fail (“crash”).
At the end of this long process, the organization will have a workable 
information system, one ready for the implementation phase.

NOTES

Systems Implementation

Whether the new information system involves a few handheld computers, 
an elaborate telecommunications network, or expensive mainframes, 
the fifth phase will involve some close coordination in order to make 
the system not just workable but successful. Phase S, systems 
implementation, consists of converting the hardware, software, and 
files to the new system and training the users: The steps are given 
below:-

(i) Convert hardware, software, and files through one of four types 
of conversions: direct, parallel, phased, or pilot.

Hi) Compile final documentation.
HU) Train the users.

Let us explain the above mentioned steps in detail:
• Convert to the new system. Conversion, the process of transition 

from an old information system to a new one, requires converting 
hardware, software, and files. There are four strategies for , 
handling conversion: direct, parallel, phased, and pilot.
Direct Implementation means that the user simply stops 
using the old system and starts using the new one. The risk 
of this method should be evident: What if the new system 
doesn’t work ? If the old system has truly been discontinued, 
there is nothing to fall back on.
Parallel implementation means that the old and new systems 
are operated side by side until the new system has shown it 
is reliable, at which time the old system is discontinued. Obviously 
there are benefits in taking this cautious approach. If the new 
system fails, the organization can switch back to the old one. 
The difficulty with this method is the expense of paying for 
the equipment and people to keep two systems working at the 
same time.
Phased implementation means that parts of the new system 
are phased in separately—either at different times (parallel) 
or all at once in groups (direct).
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Pilot implementation means that the entire system is tried 
out but only by some users. Once the reliability has been proved, 
the system is implemented with the rest of the intended users. 
The pilot approach still has its risks, since all of the users of 
a particular group are taken off the old system. However, the' 
risks are confined to a small part of the organization.

• Compile final dociunentation. Documentation of a system 
consists of written description of system’s specification, its design, 
code, operating procedures etc. It is quite useful to users and 
maintenance programmers. Documentation can be broadly classified 
into two types:
Documentation for users^it describes how to use the system.
Dociunentation for Maintenance Programmers—it is also 
called technical documentation and used for system modification 
at some later stages. Documentation of a system must start 
with the system definition. It is very difficult to think about 
the documentation in the end.

* Train the users. Various tools are available to familiarize 
users with a new system—^fium documentation (instruction manuals) 
to videotapes to live classes to one-on-one, side-by-side teacher- 
student training. Sometimes training is done by the organization’s 
own staffers, at other times it is contracted out.

Systems Study

NOTES

Systems Maintenance

Phase 6, systems maintenance, adjusts and improves the system by 
having system audits and periodic evaluations and by making changes 
based on new conditions.
The sixth phase is to keep the system running through system audits 
and periodic evaluations.

Even with the conversion accomplished and the users trained, the 
system would not just run itself. There is a sixth—and never-ending— 
phase in which the information system must be monitored to ensure 
that it is successful. Maintenance includes not only keeping the machinery 
running but also updating and upgrading the system to keep pace 
with new products, services, customers, government regulations, and 
other requirements.
So we can conclude that “the better the system maintenance, the best 
the user satisfaction”.

2.5 MANAGEMENT INFORMATION SYSTEM

Information systems plays a crucial role in the management of any 
contemporary enterprise such as a small, medium or large organization;
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a profit making or a social service set-up; a public or a private sector 
undertaking; a manufacturing or a service organization; a local or a 
global corporation; and an upcoming or an established business house. 
The fast changing scene of liberalization, competition and globalization 
combined with a never before seen emphasis on quality, timeliness, 
innovation, customer orientation and efficiency puts a premium on 
accurate, super fast and timely dissemination of information across 
the globe. The unprecedented developments in computing and 
communication technologies have indeed made such demands translatable 
into realizable goals. Thus, a large portion of the world population 
has its stake in information systems. Invariably such systems are 
computer based.
A simple and easy definition of a Management Information Systems 
(MIS) would then be: a computer-based system that provides flexible 
and speedy access to accurate data. Such a definition would suit any 
personal, professional, organizational, national or global information 
system. Obviously, the organizational information systems those pertaining 
to the planning, operation and control of an enterprise are the most 
important amongst these. Management Information System refers 
primarily to such organizational information systems which are generally 
large, sophisticated, structured, and dynamically evolving and of immense 
commercial value.
The term MIS is familiar to most managers working in the private, 
the public, and the government sectors. Many management information 
systems are in widespread use by the managers at operational, middle 
and senior levels.
However, the concept of management information systems is not clearly 
understood by many developers (viz. programmers and systems analysts) 
as well as end users, namely, managers, of these very systems. There 
are many misconceptions about a management information system. 
Some of these are as follows:

• Any computer-based information system is an MIS. '
• Any reporting system is an MIS.
• MIS is a philosophy and not any specific entity.
• MIS is a management technique.
• MIS is a bunch of technologies.
• MIS is an implementation of orggmizational systems and procedures.
• MIS is a course on file structures.

To many who are not very familiar with, computers and management, 
any computer-based information system is an MIS. The emphasis in 
the governmental sector on report production, particularly for funding 
most developmental projects, has given an impression that MIS is 
merely the generation of a variety of good, superior quality reports.

NOTES
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Systems StudyOften, to many who are new to computers, such computer generated 
reports hold more credibility than hand-written or typed reports. 
This is possibly due to the assumption that a computer being a fast 
and accurate machine, the reports generated by it must also be providing 
reliable information. The rare, yet real, reports with inaccurate information 
and wrong results or ridiculous bills {e.g., telephone and electricity 
bills) generated by computers clearly prove that computer generated 
information is not always accurate or reliable.
Management Information System is a philosophy as well. Since much 
of management involves decision-making and decisions have to be 
supported by accurate data, information systems should, help management 
in decision making. Not all the data or information generated by 
computers is useful to management; it is quite an art to generate 
information that will provide an insight into decision making process. 
Thus, MIS is a philosophy which is far deeper and complex than the 
mundane processing of large amounts of corporate data by computers. 
The unprecedented decline in prices of modem computers and 
communication devices has made information systems quite feasible, 
thus enabling them to play a significant role in the world today. 
Further progress in new generation technologies is opening up new 
vistas, e.g., multimedia, graphical user interfaces, and information 
super highway. MIS, therefore, has to evolve to exploit such emerging 
technologies. The very fact that there is an explosion of new devices 
and new software tools almost everyday with no immediate prospects 
of any slowdown of this explosion, puts a lot of pressure on many 
managers who find it difficult to cope with such changes. Yet, the 
benefits that can be profitably reaped by taking recourse to such 
technologies are too attractive to ignore. Obviously, to many such 
confused managers, MIS is nothing but a reservoir of ever-new 
technologies.
The traditional experts in Organization and Methods (O&M) find 
information systems highly useful in formalizing and implementing 
the organization-wide systems and procedures. In the past, activities 
such as collecting, organizing, codifying, and continuous monitoring 
of systems and procedures, which are consistent across an organization, 
remained unattainable goals due to the enormous amount of manual 
effort needed for such implementation. Management infonnation systems, 
thanks to the speed of computers and their ability to process large 
volumes of data distributed across the organization, provide a way to 
implement organization-wide systems and procedures.
The very size of data spread across the organization necessitates the 
use of file structures to capture, store and process the data to provide 
useful information. Design and development of such file processing 
systems and Database Management System (DBMS) requires a formal

NOTES
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study of such techniques as an academic discipline. To many students 
of Computer Science and Management, MIS is merely a course on 
file structures and a discipline that is far less demanding intellectually, 
since such a course involves very little of abstract mathematics as 
compared to a course on Algorithms or Discrete Mathematics.
In our. view, MIS involves all these perspectives and, in fact, much 
more. The three sub-components—Management, Information, and 
Systems-together bring to focus clearly and effectively:

1. Management emphasizing the ultimate use of such information 
systems for managerial decision making rather than merely 
stressing on technology.

2. Information highlighting on processed data rather than raw 
data and in the context in which it is used by managers and 
other end users.

3. Systems emphasizing a fair degree of integration and a holistic 
view.

While many professionals in the field may like to substitute the term 
MIS by relatively new terms like Decision Support System (DSS) 
and Executive Support System (ESS), MIS is the most appropriate 
term. This terminology is probably better understood than any other - 
terminology. The term MIS also retains the spirit of management 
oriented information more comprehensively than most other terms, 
including Information System. While the conceptual term, MIS does 
not have to rely on a computational device, in the contemporary 
information age where computers are present everywhere, most 
meaningful management information systems fully exploit the power 
of computers. '
An MIS, for the purpose of this text, would mean a set of computer 
based systems and procedures implemented to help managers in their 
crucial job of decision-making. The actual process will involve the 
collection, organization, distribution and storage of organization-wide 
information for managerial analysis and control.
This definition emphasizes:

• Organization-wide information;
• Decision support;
• Managerial emphasis; and
• Computer based systems.

While it is necessary to understand what MIS is, it is equally important 
to understand what MIS is not. MIS can only address formal, often 
quantifiable and non-trivial decision-making situations of an org£inization. 
Care must be taken to note that some decision-making situations 
may have far reaching consequences and yet be out of the reach of 

. any MIS. This could be due to the emotional nature or uncontrollable

NOTES
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politics of the situation or the unbridled powers enjoyed by decision 
makers. Since computers are primarily anal5d;ical devices, a certain 
amount of quantification (at least to a level of classification) may be 
necessary in the design of any MIS. While the extent of success of 
decision makers is often enhanced by the availability of MIS, it need 
not necessarily be so, particularly in intuitive and innovative decision
making situations.

Systems Study

NOTES

2.6 IMPORTANCE OF MIS

Since MIS represents almost two-third of all computer applications, 
it is important that a computer science student be equipped well to 
address this important field of application. For such a student, the 
technical foundations may be relatively strong through a detailed 
study of computer science topics such as compilers and operating 
systems, data structures and algorithms, file structures and database 
management, programming languages and code generators, artificial 
intelligence and expert systems, computer network and communications. 
Yet, such a student is unlikely to be exposed to the basics of modem 
organizations, their structure and their information needs. Similarly, 
an analysis of user needs, user interface design, user interaction, 
project management etc., are likely to be the weak points of computer 
science students. A good course in MIS will give a well-rounded 
education, preparing the student to the exciting world of computer 
applications.
A student of management who undergoes a course in MIS, without a 
formal background in computing, will be well equipped with the technical 
foundations of computing. Since computing science offers a vast array 
of subjects, such a student cannot go through all the courses. As a 
course on MIS is a synthesis of' the essence of various topics (or 
areas) in computer science, it helps a management student in developing 
information systems independently. A study of organizations in the 
context of information system would reinforce the student’s understanding 
of the organization further.
For other students and for all the managers at different levels, a 
course on MIS provides a balanced perspective into the exciting applications 
of computers in the broad area of business. Computers are making ~ 
inroads into every activity of human endeavour. For example:

• Oil exploration;
• Space exploration;
• Weather forecasting;
• Market, analysis;
• Financial planning production planning;

!
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• Human resource management;
• Transportation communication;
• Heavy industry chemicals small-scale industry health care;
• Tourism;
• Hospitality industry education and research.

Thus, a basic knowledge of information systems is almost becoming 
a generic skill needed by every professional. To the top management, 
MIS is a tool to gain insight into the overall health of the organization 
itself.

NOTES

2.7 COMPUTERS AND MIS

While the conceptual MIS does not need computers as a prerequisite, 
any meaningful MIS today is a computer-based system. Since the 
major applications of computers today are for the design, development 
and application of MIS, to a distant observer, computer systems and 
information systems appear synonymous. But this is far from true. 
These are two disciplines that overlap and yet have quite independent 
existence. The following major differences between the two disciplines 
must be clearly maintained in order to get the maximum advantage 
from any MIS:

1. Computer Systems provide only the technology component;' 
successful information systems call for understanding of the 
organizational dynamics, processes, and control system.

2. Information systems discipline is centered on people. To be 
well-versed in this discipline one needs a number of human 
qualities—the ability to communicate, the ability to listen and 
understand problems and resolve conflicts, to respect others 
opinions and value systems; one also should have vision to set 
goals and plan strategies to achieve these goals.

3. Information systems are an applied area. It calls for problem 
solving skills, a knack of making quick and sensible assumptions 
to solve specific problems in a time-bound manner, often working 
under time and budget constraints. Computer systems, on the 
other hand, being a relatively pure area calls for a strong 
theoretical foundation in engineering and mathematical sciences 
to solve general problems. .

4. Information systems are specific to organizational and managerial 
contexts. In a sense their focus is on solving problems specific 
to enterprise management, though enterprises are sufficiently 
general in scope. Computing systems, on the other hand, are
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Systems Studyfar more generic and address problems in contexts other than 
manj^erial, e.g., scientific exploration, education, and entertainment. 
Thus they are not limited by organizational considerations alone 

• and go much beyond business and commercial activities.
5. Information systems call for a very high conceptual challenge 

by way of understanding individuals, organizations and their 
complex interrelationships. The complex thought processes of 
vastly differing individuals, the subtle interpersonal dynamics 
between individuals, both in their personal capacity and 
organizational capacity, their attitudes, aspirations, goals, etc., 
have to be clearly understood before any information system is 
successfully implemented. Computer systems, on the other hand, 
call for a very high order of equally demanding challenges, 
though in an altogether different plane of intellectual challenge. 
Computer systems involve a fair degree of abstraction, analytical 
thinking, generalization and rigorous analysis.

6. The tools of information systems are generally context specific. 
Many of the successful tools of the present generation of technology 
may not be successful in a different technological scenario.

NOTES

2.8 INFORMATION SYSTEMS(IS)

An IS can be any organized combination of—people, hardware, software, 
communications networks, and data resources—that collects, transforms, 
and disseminates information in an organization. People have relied 
on IS to communicate with each other using:

• a variety of physical devices (hardware);
• information processing instructions and procedures (software);
• communications channels (networks); and
• stored data (data resources) since the dawn of civilization.

Importance of Information Systems

An understanding of the effective and responsible use and management 
of information systems and technologies is important for managers, 
business professionals, and other knowledge workers in today’s 
internetworked enterprises. Information systems play a vital role in 
the e-business and e-commerce operations, enterprise collaboration 
and management, and strategic success of businesses that must operate 
in an internetworked global environment. Thus, the field of information 
systems has become a major functional area of business administration.
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ORGANIZATION

Because there are different interests, specialties, and levels in an 
organization, there are different kinds of systems. No single system 
can provide all the information which an organization needs. The 
organization is divided into strategic, management, knowledge, and 
operational levels and then is further divided into functional areas 
such as sales and marketing, manufacturing, finance, accounting, and 
human resources. Systems are built to serve these different organizational 
interests.

NOTES

Different Kinds of Systems
Four main types of information systems serve different organizational 
levels: operational level systems, knowledge-level systems, management- 
level systems, and strategic-level systems.

Operational Level Systems
It supports operational managers by keeping track of the elementary 
activities and transactions of the organization, such as sales, receipts, 
cash deposits, payroll, credit decisions, and the flow of materials in 
a factory. The principal purpose of systems at this level is to answer 
routine questions and to track the flow of transactions through the ' 
organization. How many parts are in inventory? What happened to 
Mr. Williams’s payment? To answer these kinds of questions, information 
generally must be easily available, current, and accurate. Examples 
of operational-level systems include a system to record bank deposits 
from automatic teller machines or one that tracks the number of 
hours worked each day by employees on a factory floor.

Knowledge Level Systems
It supports the organization’s knowledge and data workers. The purpose 
of knowledge-level systems is to help the business firm integrate 
new knowledge into the business and to help the organization control 
the flow of paperwork. Knowledge-level systems, especially in the 
form of workstations and office systems are the fastest-growing applications 
in business today.

Management Level Systems
It serves the monitoring, controlling, decision-makii^, and administrative 
activities of middle managers. The principal question addressed by 
such systems is: Are things working well? Management-level systems 
typically provide periodic reports rather than instant information on 
operations. An example is a relocation control system that reports
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on the total moving, house-hunting, and home financing costs for employees 
in all company divisions, noting wherever actual costs exceed budgets. 
Some management-level systems support non-routine decision making. 
They tend to focus on less-structured decisions for which information 
requirements are not always clear. These systems often answer “what 
if ” questions: What would be the impact on production schedules if 
we were to double sales in the month of December? What would 
happen to our return on investment if a factory schedule were delayed 
for six months? Answers to these questions frequently require new 
data from outside the organization, as well as data from inside that 
cannot be easily drawn from existing operational-level systems,

Systems Study

NOTES

Strategic Level Systems
It helps senior management tackle and address strategic issues and 
long-term trends, both in the firm and in the external environment. 
Their principal concern is matching changes in the external environment 
with existing organizational capability. What will emplo3ment levels 
be in five years? What are the long-term industry cost trends, and 
where does our firm fit in? What products should 'we .be making in 
five years? Information systems also serve the major business functions, 
such as sales and marketing, manufacturing, finance, accounting, and 
human resources. A typical organization- has operational- management- 
knowledge- and strategic-level systems for each functional area. For 
example, the sales function generally has a sales system on the operational 
level to record daily sales figures and to process orders. A knowledge- 
level system designs promotional displays for the firm’s products. A 

' management-level system tracks monthly sales figures by sales territory 
and reports on territories where sales exceed or fall below anticipated 
levels. A system to forecast sales trends over a five-year period serves 
the strategic level.

What You Need To Know?
Managerial end users need to know how information systems can be 
employed successfully in a business environment. The important question 
for any business end user or manager is: What do you heed to know 
in order to help manage the hardware, software, data, and network 
resources of your business, so they are used for the strategic success 
of your company?

2.10 MIS STRUCTURE

Here we emphasizes the scope of MIS as a broad concept and thus reflects an 
“ideal” toward which an organization may move as it designs or redesigns its 
information sj^tems. The organization’s management information system is not
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a distinct entity, separate from its other information systems. Rather it represents 
a broad framework within which individual information systems fit. We can 
use “management information system” as “information system”.

Multiple approaches are used in this chapter to explain the structure of zin 
organizational information system or management information system. The 
information system is described in terms of four separate but related 
classifications:

• Operating elements •
• Decision support
• Management activity
• Organizational function

NOTES

2.11 OPERATING ELEMENTS OF AN INFORMATION 
. SYSTEM

If one requested to be shown the information system of an organization, he 
or she would probably be shown its physical components. An inquiry as to 
what these physical components do might be answered in terms of processing 
functions or perhaps in terms of system outputs for users.

Physical Components

The physical components required for an organizational information system 
are hardware, software, database, procedures, and operations personnel.

Hardware refers to physical computer equipment and associated devices. 
Hardware must provide for five major functions:

• Input or entry

. • Output .
> ' ■ « •

■ _ : Secoridary storage for data and programs

. ; • Central processor (computation, control, and primary storage)

•!. Corhmunications

Software is a broad term given to the instructions that direct the 
operation ■ of-the hardware. The software can be classified into two 
major types-r-system software and application software.

The database contains all data utilized by application software. An 
individual set of stored data is often referred to as a file. The physical 
existence of stored data is evidenced by the physical storage media 
such as computer tapes, disk packs, diskettes, etc. used for secondary 
storage.

Formal operating procedures are physical components because 
they exist in a physical form such as a manual or instruction booklet. 
Three major types of procedures are required:
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Systems Study• User instructions (for users of the application to record data, 
employ a terminal to enter or retrieve data, or use the result)

• Instructions for preparation of input by data preparation personnel
• Operating instructions for computer operations personnel

Computer operators, systems analysts, programmers, data preparation 
personnel, information systems management, data administrators, 
etc.

NOTES

Outputs for Users
The user of a management information system provides inputs and 
receives outputs. The user’s assessment of the information system is 
therefore dependent somewhat on the ease of input but is primarily 
based on the usefulness of the output the user sees. The outputs thus 
form one description of an information system and can be classified 
as being of five m£gor types:

• Transaction documents or screens
• Preplanned reports
• Preplanned inquiry responses
• Ad hoc reports and inquiry responses
• User-machine dialog results

Examples of transaction documents are items such as sales invoices, 
payroll checks, customer billings, and purchase orders. Transaction 
documents refer directly to the operations of the organization, while 
the other types of outputs support management and control of those 
operations. Transaction documents are informational, action and 
investigational type.
Reports, inquiry responses, and dialog results provide four types of 
information:

Monitoring information: The information confirms that actions 
have been taken and reports status in financial or other terms.

t

The information also provides the recipient with background 
for understandii^ other reports and analysis. Monitoring information 
may provide a basis for problem finding and diagnosis and may 
lead to action, but no action is specified by the information 
itself.
Problem finding information: The information is presented 
in a format that promotes identification of problems. Examples 
are comparisons between enterprise data and standards (internal 
standards, industry averages, or competitor data) and projections 
of current performance to the end of a reporting period.
Action information: The information is presented with action 
specified or implied.
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• Decision support: The report, inquiry, result, or dialog is 
oriented to performing analysis and making a decision?

Preplanned reports have a regular content and format and are usually 
run on regularly scheduled basis. Examples are sales analysis, inventory 
status, and budget analysis reports. Prepared at a given time, they 
reflect one of three conditions with respect to the time period they 
cover:

NOTES

• They describe status or condition at a point in time;
• They summarize what has occurred during a period such as a 

week, month, or year;
• They present results to date and project to the end of the 

period (such as a year).
Preplanned inquiries are generally associated with limited output, 
usually with respect to a small number of items, and result in such 
output as inventoiy on hand of part 2166, pay rate of employee 3400350087, 
or balance due from customer XYZ Industries. Inquiries are typically 
handled online, which means the inquiry is entered and response 
received immediately via terminal. Since the inquiry has been preplanned, 
the input format of the inquiry is generally quite simple, and therefore 
the terminal may be operated directly by the user requesting the 
information.
Ad hoc reports and inquiry responses occur at irregular intervals 
and require data or analysis whose format has not been preplanned. 
If the data items needed are not available, a data collection procedure 
must be planned and implemented. If the data is already stored in 
the information system, the ad hoc request may be handled in two 
ways:

• The user may be provided with a means for preparing and 
processing the request. The inquiry may, for example, be formulated 
by use of an inquiry language using either an online terminal 
or special coding forms for subsequent transcription to machine- 
readable form.

• An information service (often called an information center) 
may be available to process ad hoc requests. Specialists staffing 
the information service aid users to analyze requests and specify 
the retrieval and processing necessary to provide the requested 
data or analysis.

User-machine dialog differs from reports or inquiries. It is essentially 
a way in which a user can interact with a model to arrive at an 
analysis or a solution. User-machine interaction employs a terminal 
such as a visual display terminal or a stand-alone personal computer 
plus computer processing of a model such as an analysis, planning, 
or decision model. Examples are site planning models, capital investment 
analysis models, and portfolio management models.
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2.12 MANAGEMENT INFORMATION SYSTEM 

SUPPORT FOR DECISION-MAKING

Decisions vary with respect to the structure that can be provided for 
making them. A highly structured decision can be preplanned or 
prespecified, whereas a highly unstructured decision cannot. A structured 
decision can be said to be pro^ammable, in the sense that unambiguous 
decision rules can be specified in advance. An unstructured decision 
is said to be nonprogrammable. The structured, programmable decision 
tends to be routine and frequently repeated; the unstructured decision 
tends to occur with less firequency and tends to be non-routine. Information 
system support will differ for the two types of decisions. Some decisions 
will fit easily into this classification, but many decisions are more or 
less structured and have some elements that are programmable and 
some that are not.

NOTES

Structured, Programmable Decisions
When a decision can be programmed, an organization can prepare a 
decision rule or decision procedure. This can be expressed as a set of 
steps to follow, a flowchart, a decision table, or a formula. The decision 
procedure will also specify the information to be acquired before the 
decision rules are applied. Since structured, programmable decisions 
can be prespecified, many of these decisions can be handled by lower- 
level personnel with little specialized knowledge. The information 
system requirements for structured decisions are clear and unambiguous 
procedures for entering the required input data, validation procedures 
to ensure correct and complete input, processing of the input using 
the decision logic, and output of the programmed decision in a form 
that is useful for action. In many cases, it is not possible to define a 
decision procedure or decision rule to handle all possible situations. 
In these cases, the decision rules are written to apply to the most 
common situations, and the uncommon or unusual situations that do 
not apply are referred to a human decision maker, usually one with 
some specialized knowledge.

Unstructured, Nonprogrammable Decisions
The unstructured decision has not defined decision procedure, either 
because the decision is too infrequent to justify the organizational 
cost of preparing a decision procedure or because the decision process 
is not understood well enough or is too changeable to allow a stable 
preestablished decision procedure. The support requirements for 
unstructured decision making are access to data and a variety of 
analysis and decision procedures that can be applied to the solution 
of the problem. The data requirements are not completely known in 
advance, so data retrieval must allow for ad hoc retrieval requests.
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ACTIVITY

Management information systems support management activity. This 
means that the structure of an information system can be classified 
in terms of a hierarchy of management planning and control activities.

NOTES

Hierarchy of Management Activity
The three levels of management activity can be differentiated on the 
basis of the planning horizon for each level. Strategic planning deals 
with long-range considerations. The decisions to be made are concerned 
with the choice of business direction, market strategy, product mix, 
etc. Management control and tactical planning has a medium-term 
planning horizon. It includes acquisition and organization of resources, 
structuring of work, and acquisition and training of personnel. It is 
reflected in the capital expenditure budget, the three-year staffing 
plan, etc. Operational plaiming and control is related to short-term 
decisions for current operations. Pricing, production levels, inventory 
levels, etc., are a result of operational planning and control activities.
Decisions vary as to the degree of structure within each level of 
management activity, although the majority of decisions at the operational 
control level are relatively structured and the majority of decisions 
at the strategic planning level are relatively unstructxired. Structured 
decision systems provide decision rules and exception reports but 
are relatively inflexible as to.content and format. Decision Support 
Systems (DSS), on the other hand, are characterized by flexible access 
to the database, a variety of flexible output formats, and a collection 
of decision models.
The following three sections summarize the characteristics of information 
system support for the three levels of the hierarchy of management 
planning and control.

Information Systems for Operational Control
Operational control is the process of ensuring that operational activities 
are carried out effectively and efficiently. Operational control makes 
use of preestablished procedures and decision rules. A large percentage 
of the decisions are programmable. The procedures to follow are 
generally quite stable.
Processing support for operational control consists of:

• Transaction processing ^

• Report processing
• Inquiry processing

These three types of processing contain various decision-maki]:^ routines 
which implement prespecified decision riiles or provide output describing
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Systems Studythe decision that will be taken unless the user responsible overrides 
it. Some examples will illustrate the type of decision procedures that 
rfl'n be designed into operational control systems.

Information Systems for Management Control
Management control information is reqmred by managers of departments, 
profit centers, etc., to measure performance, decide on control actions, 
formulate new decision rules to be applied by operational personnel, 
and allocate resources. Summary information is needed; it must be 
processed so that trends may be observed, reasons for performance 
variances may be understood, and solutions may be suggested. The 
control process requires the following types of information:

• Planned performance (standard, expected, budgeted, etc.)
• Variances from planned performance
• Reasons for variances
• Analysis of possible decisions or courses of action

The database for management control consists of two major elements: 
(1) the database provided by operations, and (2) the plans, standards, 
budgets, etc., which define management expectations about performance.

' The processing requirements to support management control activities 
are the following:

• planning and budget models to assist managers in finding problems 
in direction and preparing and revising plans and budgets. 
This includes projections of effects of current actions.

• Variance reporting programs .to process scheduled repHjrts showing 
performance and variances from planned performance or other 
standards such as competitor performance.

• Problem analysis models to analyze data to provide input for 
decision making.

• Decision models to analyze a problem situation and provide 
possible solutions for management evaluation.

• Inquiry models to assist in responding to inquiries.
The outputs from the management control information system are 
plans and budgets, scheduled reports, special reports, analyses of 
problem situations, decisions for review, and inquiry responses.

NOTES

Information Systems for Strategic Planning
The purpose of strategic planning is to develop strategies by which 
an organization will be able to achieve its objectives. The time horizon 
for strategic planning tends to be fairly long, so that fundamental 
shifts in the organization may be made. For example:

• A department store chain may decide to diversify into the mail 
order business.
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• A department store chain with stores in the central city may 
decide to change to a discount type of operation in the suburbs.

• A company manufacturing industrial products may decide to 
diversify into consumer lines.

Strategic planning activities do not have to occur on a periodic, regular 
cycle as do management control activities. They can be somewhat 
irregular, although some strategic planning may be scheduled into 
the yearly planning and budgeting cycle. Data requirements for strategic 
planning are generally for processed, summarized data from a variety 
of sources. There is need for considerable external data.

NOTES

2.14 MIS STRUCTURE BASED ON ORGANIZATIONAL 
FUNCTION

The structure of an information system can also be described in terms 
of the organizational functions which use information. There is no 
standard classification of functions, but a typical set of functions in 
a manufacturing organization includes production, sales and marketing, 
finance and accounting, logistics, personnel, and information systems. 
Top management can also be considered as a separate function. Each 
of these functions has unique information needs and each requires 
information system support designed for it. An organization may not 
actually be organized along functional lines, but in general the logical 
information subsystem will follow functional lines.

Sales and Marketing Subsystems
The sales and marketing function generally includes all activities 
related to the promotion and sales of products or services. The transactions 
are sales orders, promotion orders, etc. The operational control activities 
include the hiring and training of the sales force, the day-to-day 
scheduling of sales and promotion efforts, and periodic, analyses of 
sales volumes by region, product, customer, etc. Managerial control 
concerns comparisons of overall performance against a marketing 
plan. Information for managerial control may include data on customers, 
competitors, competitor products, and sales force requirements. Strategic 
planning for the marketing fimction involves consideration of new 
mzirkets and new marketing strategies. The information requirements 
for strategic planning include customer analyses, competitor analyses, 
consumer survey information, income projection, demographic projections, 
and technology projections.

Production Subsystem
The responsibilities of the production or manufacturing function include 
product engineering, planning of production facilities, scheduling and
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operation of production facilities, employment and training of production 
personnel, and quality control and inspection. Typical transactions to 
be processed are production orders, assembly orders, finished parts 
tickets, scrap tickets, and time-keeping tickets. Operational control 
requires detailed reports comparing actual performance to the production 
schedule and highlighting areas where bottlenecks occur. Management 
control requires summary reports which compare overall planned or 
standard performance to actual performance for such classifications 
as cost per unit and labour used. Strategic planning for manufacturing 
includes alternative manufacturing approaches and alternative approaches 
to automation.

Systems Study

NOTES

Logistics Subsystem
The logistics function encompasses such activities as purchasing, receiving, 
inventory control, and distribution. The transactions to be processed 
include purchase requisitions, purchase orders, manufacturing orders, 
receiving reports, tickets for inventory, shipping orders, and bills of 
lading. The operational control function uses information contained 
in reports such as past-due purchases, past-due shipments to customers, 
out-of-stock items, overstocked items, inventory turnover re'ports, vendor 
performance summaries, and shipper performance analyses. Managerial 
control information for logistics consists of overall comparisons between 

'' planned and actual inventory levels, costs for purchased terns, stock 
outs, inventory turnover, etc. Strategic planning involves the analysis 
of new distribution strategies, new policies with regard to vendors, 
and ‘make versus buy’ strategies. Information on new technology, 
distribution alternatives, etc., is required.

Personnel Subsystem
The personnel subsystem includes hiring, training, record keeping, 
payment, and termination of personnel. The transactions result in 
documents describing employment requisitions, job descriptions, training 
specifications, personnel data, pay rate changes, hours worked, paychecks, 
benefits, and termination notices. Operational control for personnel 
requires decision procedures for action such as hiring, trainii^, termination, 
changing pay rates, and issuing benefits. Management control of the 
personnel function is supported by reports and analyses showing the 
variances resulting from differences between planned and actual 
performance for such classifications as number of employees hired, 
cost of recruiting, composition of skills inventory, cost of training, 
salary paid, distribution of wage rates, and conformance with government 
equal opportunity requirements. Strategic planning for personnel is 
involved with evaluating alternative strategies for recruiting, salary, 
training, benefits, and building location to ensure that the organization 
obtains and retains personnel necessary to achieve its objectives. The

Self-Instructional Material 76



Management of Library 
and Information Centres

strategic information required includes analyses of shifting patterns 
of employment, education,. and wage rates by area of the country.

Finance and Accounting Subsystem
Finance and accounting are somewhat separate functions but are 
sufficiently related to be described together. Finance is responsible 
for ensuring adequate organizational financing at as low cost as possible. 
Accounting covers the classification of financial transactions and 
summarization into the standard financial reports, the preparation 
of budgets, and classification and analysis of cost data. Operational 
control over the function itself requires daily error and exception 
reports, records of processing delays, reports of unprocessed transactions, 
etc. The managerial control level for accounting and finance utilizes 
information on budgeted versus actual cost of financial resources, 
cost of processing accounting data, and error rates. The strategic 

. planning level for accounting and finance involves a long-run strategy 
to ensure adequate financing, a long-range tax accounting policy to 
minimize the impact of taxes, and planning of systems for cost accounting 
and budgeting.

NOTES

Information Processing Subsystem
Operational control of information processing operations requires 
information on the daily schedule of jobs, error rates, and equipment 
failures; for new project development it requires daily or weekly 
schedules of programmer progress and test time.‘Managerial controlj 
over information processing requires data on planned versus actual 
utilization, equipment costs, overall programmer performance, and 
progress compared to schedule for projects to develop and implement 
new applications. Strategic planning for information systems involves 
the organization of the function, the overall information system plan, 
selection of strategic uses of information, and the general structure 
of the hardware and software environment.

Top Management Subsystem
The top management function operates separately from the functional 
areas, but also includes the functional vice presidents acting in a top 
management capacity such as in management committees. The transactions 
processed by top management are primarily inquiries for information 
and support of decisions. The information for operational control in 

■ the top management fimction includes meeting schedules, correspondence 
control files, and contact files. Managerial control by top management 
uses information which summarizes the management control being 
exercised by other functions to evaluate whether the functions are
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Systems Study 'performing as planned. The strategy determined by top management 
sets the framework for strategic planning within function and also 
coordinates planning to remove major inconsistencies. Strategic planning 
at the top management level requires a wide variety of summarized 
external and internal data. Information system support for strategic 
planning may include ad hoc retrieval of data, ad hoc analyses, and 
decision support systems.

NOTES

2.15 GENERAL STRUCTURE OF MANAGEMENT 
INFORMATION SYSTEM

MIS structure has been described in terms of support for decision 
making, management activity, and organizational functions. These three 
approaches will now be synthesized into a management information 
system structure. This is essentially a conceptual framework which 
allows one to describe an existing or planned information system. 
There is also a physical structure which defines the way an MIS is 
implemented.

Conceptual Structure
The conceptual structure of a management information system is defined 
as a federation of functional subsystems, each of which is divided into 
four major information processing components—transaction processing, 
operational control information system support, managerial control 
information system support, and strategic planning information system 
support. Each of the functional subsystems of the information system 
has some unique data files which are used only by that subsystem. 
There are also files which need to be accessed by more than one 
application and need to be available for general retrieval. These files 
are organized into a general database managed by a database management 
system.

Physical Structure
The physical structure of an MIS would be identical to the conceptual 
structure if all applications consisted of completely separate programs 
used by only one function, but this is frequently not the case. Modularity 
is the design of an information system as a number of small sets of 
processing instructions called modules. Some modules are used only 
once in a single application; others are used in a large number of 
applications. The use of modules even in cases where each has a 
single purpose is desirable because it improves control over system 
development and modification. The modules can be written and tested 
separately, allowing more efficient maintenance by identification of 
the boundaries of the module being changed. The physical structure
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of an information system is affected by the use of common modules 
foi* many processing operations. For example, a common input data 
validation routine may be used for all applications. If an application 
consists of major modules for input, input validation and error control, 
processing, and output, the use of a common module for input validation 
and error control means that no application is complete without 
using this module.
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NOTES

Formal Versus Informal Information Systems
The management information system encompasses only part of the 
total information processing that takes place in an organization. The 
complete information processing system of an organization consists 
of both public systems and private systems. “Public” is used in the 
sense of being known to relevant persons in the organization and 
available to all who have authority to access the information. Private 
systems are kept by individuals. These may supplement or duplicate 
the public systems, and they may be unsanctioned and discouraged 
or sanctioned and encouraged. There are within the public and private 
systems both formal and informal information systems. The formal 
information system is manifested by documents and other records, 
usually indicating compliance with prespecified rules and procedures. 
The informal information system may process information that is 
vital to organizational functioning but without formal records of that • 
process. In addition'to these formal and informal public systems, 
many private information systems tend to exist iii organizations. Some 
of these are quite formal, at least for the individual owner and any 
support staff who help maintain it.
Some advocates of “total systems” have argued for complete integration 
of all formal information processing. The experience to date suggests 
that such a tightly integrated system is impractical. There are too 
many factors to consider all at once, and maintenance is difficult. 
For this reason, information systems tend to have a modular design 
with integration only where required. Inconsistencies among subsystems 
are reduced by the use of standards and the common database. Data 
integration is accomplished by the use of a common database. A common 
database does not necessarily eliminate the need for separate files. 
Some files are significant only to one application and therefore may 
be designed for and maintained by that application.
The information system structure does not specify online user-machine 
interaction; it indicates only support for various operational and 
management activities. Online processing of transactions is often 
desirable because the transaction is completed immediately. Inquiries 
are generally more effective if immediate response is available.
The computer system that supports online transaction processing 
may not be able to support interactive models. However, having an 
information system does not imply that a single computer system 
must be used. An organization may use its in-house computer for
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transaction processing but provide alternatives for interactive models 
such as providing a small in-house interactive system, renting time 
on an outside computer through timesharing, or providing personal 
computers. These approaches encourage managers and staff specialists 
to develop their own support models, rather than depending on the 
staff of the information processing, function to provide them.

Systems Study

NOTES

2.16 TOTAL QUALITY MANAGEMENT

We are not able to give an unique definition for quality because it is 
not a phenomena, it involves a lot of diverse parameters and diverse 
set of people therefore obviously we have a diverse set of definitions.
Executives, managers, workers, academics and others have defined 
quality as follows :

• A pr^matic system of continual improvement, a way to successfully
organize men and machines. ''

• The meaning of excellence.
• The unyielding and continuing effort by everyone in an organization 

to understand, meet and exceed the needs of its customers^
• The best product that can be produced with the materials given.
• Continuous delivery of a good products, which creates trust in 

the customer.
• Production of a product or service to meet the expectations of 

the customer.
• Not just satisf3dng the customer but delighting them by new 

innovations and creations.
A widely used definition (by Cros, 1979) :
Quality is conformance to requirements or specifications.
A more general definition (Juran, 1974).
Quality is fitness for use.
A formal definition (ANSI/ASQC 1978).
Quality is the totality of features and characteristics of a product or 
service that bear on its ability to satisfy given needs.
Quality is whatever a customer wants the product to be. The customer 
can be individuals, institutions, employers, private and public sectors, 
countries' and others. It is the degree of goodness of a product or 
service as percieved by the customer. In short, the quality concept is 
an attitude about how to conduct programmes and business activities 
that focusses on two things:

(i) meeting the customer’s needs or expectations.
(ii) doing it in an efficient manner. It refers not just to the product 

or service provided but also how it is delivered to the clients 
and/or end users.

/
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Different companies, and even different people within the same 
organization may disagree on the definition of quality. They are the 
result of focussing on different dimensions of quality.

Management of Library 
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Dimensions of Quality

Quality of a product depends on certain properties/characteristics of 
the product/service such as

• Conformity
• Feature

• Service

• Performance

• Reliability
• Durability
• Aesthetics and service response which leads to good reputation.

We define quality as our ability to fulfil our customers expectations- 
not only the expectations about the product but also for all services 
in connection with doing business.
Quality has properties, which are either measurable or non measurable. 
These properties comprise the general requirements that customers 
are looking for in a product or seiwice. These properties are called 
the dimensions of quality.
Examples are as follows :
Measurable/variable properties : Size, weight strength, IQ.
Non measurable properties/attributes : Colour, number defectives, 
skills.
Moreover, quality has characteristics, which can be classified as functional, 
technical and psychological. These characteristics describe in more 
specific terms, the customer’s requirement of a given product or service.
Examples for product characteristics su'e as follows :
Technical characteristics : durable material.
Psychological characteristics : appealing, aesthetic.

NOTES

Dimensions of quality
Properties

(1) Measurable
(2) Non measurable

Size, weight, etc>
♦ Colour, skill etc.

Quality Characteristics
(1) Functional
(2) Technical
(3) Psychological

* Durability
♦ Aesthetics

Fig. 6
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Systems StudyQuality Planning
■ Quality planning is the activity of series of activities involved in the 
developii^ of the product and processes required to satisfy the customers. 
This process of quality planning involves a series of universal steps 
as listed below:

Establish quality goals.
Identify the customers (those who will be influenced/impacted 
by the efforts taken to meet the goals).
Determine the customers needs.
Develop product features that respond to customers needs. 
Develop processes that are able to produce those product features. 
Establish process controls, and convey the resulting plans to 
the operating forces.

NOTES

1.

2.

3.
4.

5.
6.

2.17 TOTAL QUAUTY MANAGEMENT (TQM)

“TQM means that the organizations’ culture is defined by and supports 
the constant attainment of customer satisfaction through an integrated 
system of tools, techniques and training.” (Sashkin and Kiserr)
In the early stages of TQM development, Dr. W. Edward Demming 
and Joseph M. Juran were the pioneers in the field from U.S. Their 
concepts saw a slow acceptance in the U.S. These concepts found 
wide scale utilization in Japan after world war II.

TOTAL QUALITY MANAGEMENT 

(TQM)
It is a philosophy that is designed to make an 

organization faster, flexible, focused and 

friendly. It leads to a structured system that 
focus each employee on the customer. It 

creates an environment that' allows - 
organization-wide participation in planning and 

implementing a continuous improvement 
process to meet customer needs.
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THE CONCEPTS OFTOTAL QUALITY

Customer’s 
perception of 

US vs. 
competitlori^

Competitor's 
strengttis and 
weaknessesNOTES

Total
quality

Internal
^effectiveness.

Overview
The TQM philosophy of management is customer-oriented. All members 
of a tptal quality management (control) oi^anization strive to systematically 
manage the improvement of the organization through the ongoing 
participation of all employees in problem solving efforts across functional 
and hiereu*chical boundaries.
TQM incorporates the concepts of product quality, process control, 
quality assurance, and quality improvement. Consequently, it is the 
control of all transformation processes of an organization to better 
satisfy customer needs in the most economical way. Total quality 
management is based on internal or self-control, which is embedded 
in each unit of the work system (technology and people). Pushing 
problem-solving and decision-making down in the organization allows 
people who do the work to both measure and take corrective action 
in order to deliver a product or service that meets the needs of their 
customer.
Managers and experts disagree about how to effectively apply TQM 
to their organizations. Some advise that customer satisfaction is the 
driving force behind quality improvement; others suggest quality 
management is achieved by internal productivity or cost improvement 
programs. In other applications, TQM is considered a means to introduce 
participative management.
The Japanese, in general, concentrate on customer satisfaction with 
a focus on understanding customer needs and expectations.
Until very recently, Americans in general have emphasized the “cost 
of non-conference”, and the importance of employees meeting the 
agreed upon requirements for each process. Leopold Vansina, president 
and founder of the International Institute of Organizational and Social 
Development, cautions that such efforts are based on the (faulty) 
assumption that processes and tasks that lead to the desired quality
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Systems Studyare already understood. However, he states, control of the production 
process will not likely help a business increase its market share when 
the product or service does not meet customer requirements.

Quality Improvement vs Quality Assurance
It is important to avoid equating quality improvement with quality 
assurance. Quality assurance is a system of activities designed to 
ensure production that meets pre-established requirements. It gives 
the customer a guarantee of quality by measuring product conformance 
with process and performance specifications. Quality improvement 
refers to all efforts directed to increase customer satisfaction.

NOTES

The Essence of TQM
1. Quality is management’s problem. Doming argues that 94% 

of what goes wrong is with the system, that is with management, 
and only 6% with the individual person or thing. Ishikawa reports 
different figures, 75—80 percent and 20-25 percent respectively. 
The reason being that management defines material specifications, 
equipment standards, human resource practices, shapes the 
working environment, and dictates production processes which 
are responsible for product and production variations. At a 
strategic level, failures of management to plan for the future 
and to foresee problems has brought about waste of manpower, 
materials, and machine-time, ^1 of which raise the manufacturer’s
cost and price that purchaser must pay.

\
2. Top managers must be unequivocal champions of continuous 

quality improvement. Top managers must be leaders of continuous 
quality improvement rather than being cheerleaders. Because 
verbal exhortations are futile when workers are saddled with 
conditions beyond their control, managers must adopt a new 
philosophy regarding their as well as workers, responsibilities, 
roles, and the management-worker relationship, that would 
result in changed managerial practices. As such, top managers 
must personally establish new directions and goals for their 
businesses and then personally lead the management team toward 
these goals, because goals without implementation plans are 
mere slogans. Managers should act as role models, use quality 
processes and tools, encourage communication, sponsor feedback 
activities and teamwork, recognize people practicing quality 
improvement, and provide a supportive environment in which 
they operate. This chaise constitutes a thoi:^t revolution (paradigm 
change) in management. Interestingly, Taylor assumed the very 
same about the move from the management of “initiative and 
incentive” to “scientific management”.
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Taylor believed that successful implementation of Scientific Management 
required a “thought revolution in management.” In other words, 
implementation of the principles of Scientific Management without 
a supportive philosophy (culture) is a recipe for failure.
Note : When, however, the elements of this mechanism, such as time 
study, functional foremanship, etc., are used without being accompanied 
by the true philosophy of management, the results are in many cases 
disastrous... the really great problem involved in a change from the 
management of “initiative and incentive” to Scientific Management 
consists in a complete revolution in the mental attitude and the 
habits of all those engaged in the management, as well as the 
workmen... This change in the mental attitude of the workman imperatively 
demands time... The writer has over and over again warned against 
those who contemplated making this ’ change that it was a matter, 
even in a simple establishment, of from two to three years, and that 
in some cases it requires from four to five years.

The TQM-based thought change means that managers should collaborate 
rather than control, empower rather than manipulate, lead rather 
than direct, and share (knowledge and information) rather than own.

3. Maximize employee potential through empowerment and 
continuous training (current needs) and development (future 
needs). Employees are the source of a firm’s competitive advantage, 
because only those involved in a process can improve it. That 
capability is derived from extensive ‘residence’ in the workplace 
and from the repetitive performance of numerous cycles of 
processing in that workplace (Juran, 1988). To take advantage 
of this accumulated knowledge, workers’ creativity and imagination 
should be unlocked. Employees should be given both the ability 
to control what they do and the authority to implement 
improvement. In other words, responsibility should be 
decentralized downward.' Managers, therefore, must fully involve 
their employees in the TQM process and maintain continuous 
education and training of the work force.

As mentioned earlier, the “focus-on-people” aspect is highly 
dependent on the values and vision, of the organization, which 
must be articulated by the company leaders. Unless the corporate 
culture supports the implementation and use of the TQM principles, 
their benefits will not be. realized.

4. Reduce functional divisions and emotional pitfalls that 
set barriers to synergies. Management must breakdown barriers 
between departments, build teamwork, and drive fear out of 
the workplace. The reduction in functional divisions by combining 
responsibility into a team, motivates employees to achieve 
improvements in performance, and reduce the need for supervisory 
staff. Consequently, new arrangements for the “horizontal”

NOTES
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Systems Studycoordination of improvement are required. Note, that these 
arrai^ements include suppliers. If management wants to motivate 
its suppliers to continuously improve their products’ quality,

, management must perceive suppliers as an extension of its 
own business and integrate them into TQM by forming strategic 
alliances. Thi_s is one of the three occasions where the external 
environment is mentioned. The two others are when TQM experts 
talk about customers who, of course, should be the sole reason 
for a firm’s existence, and, when Doming emphasizes that a 
system cannot understand itself. Therefore, quality transformation 
requires a view and guidance from outside. The best efforts 
and hard work of organizational members do not provide an 
outside view of the organization.

5. Abolish individual-based merit increase systems. Deming 
calls for totally scrapping individual performance appraisal systems, 
particularly those that are based on Management By Objectives 
(MBO) or that encourage competition within the organization. 
Such competition militates against teamwork, the diffusion of 
knowledge, and collective responsibility. Being oriented toward 
outcomes, usually, the objectives set have no direct bearing on 
the process and serves to obscure employees’ understanding 
of the job (they rush to meet a quota rather than quality). 
MBO, thus, enhances employee performance within an existing 
system. The system itself is left unchanged.
In Out of the Crisis, Deming claims that management by objectives 
is management by fear the effect of which is devastating for it 
nourishes short-term performance, annihilates long-term planning, 
builds fear, demolishes teamwork, and leads to rivalry and 
politics. It leaves people bitter and crushed, some even depressed, 
unfit for work for weeks after receipt. of rating, unable to 
comprehend why they are inferior. It is unfair, as it ascribes to 
the people in a group differences that may be caused by the 
system (management) that they work in. Put differently, in a 
stable system, variation in performance is mostly due to chance 
(the system) rather than individual effort and ingenuity.

6. The producer-user relationship is continuous rather than 
episodic. For any given enterprise, there are two sets of 
customers—external and internal. The external customer is 
the end user of a product or service. This is the second occasion 
where TQM experts become aware of the external environment.
The internal customer is the person or work unit that receives 
the product or the service of another within the same company. 
The notion of internal customers lends relevance to each employee’s 
job and is absolutely critical to a quality transformation. Internal 
customers, unlike employees, are not taken for granted. They

NOTES
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should be won over into a long-term collaborative relationship 
with a supplier. Importantly, the needs of customers, especially 
internal customers, go beyond products and processes. They 
include needs for job security, self-respect, respect of others, 
maintaining habits, and other physical and psychological needs.

' 7. View chart. Knowledge of statistical process control is essential 
to assure quality. The improvement process must be based on 
hard data rather than on judgement or gut feeling. The job 
of any person or department should be viewed as a collection 
of processes. Each process could be measured. The goal is to 
reduce performance variation, thereby achieving statistical 
control. Statistical control is a state of random variation, stable 
in the sense that the limits of variation are predictable. Once 
the system has been stabilized special causes of variation, 
those individuals who are out of statistical control, can be 
dealt with. Management is expected to assist low performers 
and recognize and learn from high performers. Removal of 
special causes of variation, however, is not improvement of 
the process. But, once statistical control has been established, 
serious work to improve quality, that is investigating and removii^ 
common causes of variation attributable to the system (i.e., 
management), can commence.

Deming talks about two kinds of mistakes:
1. Ascribe a variation or a mistake to a special cause when in 

fact the cause belongs to the system (common causes). 
Overadjustment is a common example of this mistake.

2. Ascribe a variation or a mistake to the system (common causes) 
when in fact the cause is special. Never doing anything to 
try to find a special cause is a common example of this mistake.

Uncontrolled variation leads to low productivity, poor quality, and 
increased need for capital equipment to obtain high rates of production. 
If management is to control production' variation, there is no escape 
from learning how to use statistics. Furthermore, if the cooperation 
of workers is sought, they, too, must learn the language of statistics. 
Management must understand the differences between tampering 
with a stable system and system improvement.
Remember, management should not take the system as given, trying 
to make the most out of it as it is. Rather, managers should make 
every effort to improve the system with the resources at hand.
To sum, TQM emphasizes continuous improvement through the 
development of new managerial philosophy and practices that should 
permeate every aspect of a product’s life cycle. As such, quality is 
unlikely to improve unless the full effort toward quality is internally 
consistent. If a user, therefore, tries to implement the more readily

NOTES
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available parts of TQM practices, such as quality circles or any of the 
multiple statistical process control tools for isolated groups of employees, 
it may end with two contradictory systems of communication and 
human resources management that will leave managers and employees 
alike confused and frustrated.
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INTEGRATED APPROACH TO TQM
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Fig. 7

Reasons why TQM Sometimes does not Work
• Not an add-on program (not something you drop into place or 

add a new .department to address).
• Need strong leaders to make it work (if leader leaves the process 

often falls).
• Attempting to use traditional “proven” methods to solve problems.
• Attempting to apply in only a small area.

— Cross-functional teams are often needed.

The Eight Elements of TQM
Total Quality Management is a management approach that originated 
in the 1950’s and has steadily become more popular since the early 
1980’s. Total quality is a description of the culture, attitude and organization 
of a company that strives to provide customers with products and 
services that satisfy their needs. The culture requires quality in all 
aspects of the company’s operations, with processes being done light 
the first time and defects and waste eradicated from operations.
To be successful implementing TQM, an organization must concentrate 
on the eight key elements:

1. Ethics
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2. Integrity
3. Trust
4. Training
5. Teamwork
6. Leadership
7. Communication
8. Recognition.

NOTES

Key Elements
TQM has been coined to describe a philosophy that makes quality 
the driving force behind leadership, design, planning, and improvement 
initiatives. For this, TQM requires the help of those eight key elements. 
These elements can be divided into four groups according to their 
function. The groups are:

I. Foimdation. It includes: Ethics, Integrity and Trust.
II. Building Bricks. It includes: Trainir^, Teamwork and Leadership.

III. Binding Mortar. It includes: Communication.
IV. Roof. It includes: Recognition.

1. Foundation
TQM is built on a foundation of ethics, integrity and trust. It fosters 
openness, fairness and sincerity and allows involvement by everyone. 
This is the key to unlocking the ultimate potential of TQM. These 
three elements move together, however, each element offers something 
different to the TQM concept.

Ethics. Ethics is the discipline concerned with good and bad 
in any situation. It is a twO-faceted subject represented by 
organizational and individual ethics. Organizational ethics establish 
a business code of ethics that outlines guidelines that aU employees 
are to adhere to in the performance of their work. Individual 
ethics include personal rights or wrongs.
Integrity. Integrity implies honesty, morals, values, fairness, 
and adherence to the facts and sincerity. The characteristic is 
what customers (internal or external) expect and deserve to 
receive. People see the opposite of integrity as duplicity. TQM 
will not work in an atmosphere of duplicity.

3. ‘ Trust. Trust is a by-product of integrity and ethical conduct. 
Without trust, the framework of TQM cannot be built. Trust 
fosters full participation of all members. It allows empowerment 
that encourages pride ownership and it encourages commitment. 
It allows decision makii^ at appropriate levels in the oiganization, 
fosters individual risk-taking for continuous improvement and

1.

2.
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Systems Studyhelps to ensure that measurements focus on improvement of 
process and are not used to contend people. Trust is essential 
to ensure customer satisfaction. So, trust builds the cooperative 
environment essential for TQM.

NOTES
II. Building Bricks
Based on the strong foundation of trust, ethics and integrity, bricks 
are placed to reach the roof of recognition. It includes:

4. Training. Training is very important for employees to be highly 
productive. Supervisors are solely responsible for implementing 
TQM within their departments, and teaching their employees 
the philosophies of TQM. Training that employees require are 
interpersonal skills, the ability to function within teams, problem 
solving, decision making, job management performance analysis 
and improvement, business economics and technical skills. Dxiring 
the creation and formation of TQM, employees are trained so 
that they can become effective employees for the company.

5. Teamwork. To become successful in business, teamwork is 
also a key element of TQM. With the use of teams, the business 
will receive quicker and better solutions to problems. Teams 
also provide more permanent improvements in processes and 
operations. In teams, people feel more comfortable bringing up 
problems that may occur, and can get help from other workers 
to find a solution and put into place. There are mainly three 
types of teams that TQM organizations adopt:
A. Quality Improvement Teams or Excellence Teams (QlTs). 

These are temporary teams with the purpose of dealing 
with specific problems that often re-occur. These teams are 
set up for period of three to twelve months.

B. Problem Solving Teams (PSTs). These are temporary 
teams to solve, certain problems and also to identify and 
overcome causes of problems.
They generally last from one week to three months.

C. Natural Work Teams (NWTs). These teams consist of small 
groups of skilled workers who share tasks and responsibilities. 
These teams use concepts such as employee involvement 
teams, self-managing teams and quality circles. These teams 
generally work for one to two hours a week.

6. Leadership. It is possibly the most important element in TQM. 
It appears everywhere in organization. Leadership in TQM requires 
the manager to provide an inspiring vision, make strategic 
directions that are understood by all and to instill values that 
guide subordinates. For TQM to be successful in the business, . 
the supervisor must be committed in leading his employees. A
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supervisor must understand TQM, believe in it and then 
demonstrate their belief and commitment through their daily 
practices of TQM. The supervisor makes sure that strategies, 
philosophies, values and goals are transmitted down throughout 
the organization to provide focus, clarity and direction. A key 
point is that TQM has to be introduced and led by top management. 
Commitment and personal involvement is required from top 
management in creating and deploying clear quality values 
and goals consistent with the objectives of the company and in 
creating and deploying well defined systems, methods and 
performance measures for achieving those goals.

NOTES

III. Binding Mortar

7. Communication. It binds everything together. Starting from 
foundation to roof of the TQM house, everything is bound by 
strong mortar of communication. It acts as a vital link between 
all elements of TQM. Communication means a common 
understanding of ideas between the sender and the receiver. 
The success of TQM demands communication with and among 
all the organization members, suppliers and ciistomers. Supervisors 
must keep open airways where employees can send and receive 
information about the TQM process. Communication coupled 
with the sharing of correct information is vital. For communication 
to be credible the message must be clear and receiver must 
interpret in the way the sender intended.
There are different ways of communication such as:
A. Downward Communication. This is the dominant form 

of communication in an organization. Presentations and 
discussions basically do it. By this the supervisors are able 
to make the employees'clear about TQM.

B. Upward Communication. By this the lower level of 
employees are able to provide suggestions to upper 
management of the affects of TQM. As employees provide 
insight and constructive criticism, supervisors must listen 
effectively to correct the situation that comes about through 
the use of TQM. This forms a level of trust between supervisors 
and employees. This is also similar to empowering 
communication, where supervisors keep open ears and listen 
to others.

C. Sideways Communication. This type of communication 
is important because it breaks down barriers between 
departments. It also allows dealing with customers and 
suppliers in a more professional manner.
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8. Recognition. Recognition is the last and final element in tiie 

entire system. It should be provided for both suggestions and 
achievements for teams as well as individuals. Employees strive 
to receive recognition for themselves and their te^s. Detecting 
and recognizing contributors is the most important job of a 
supervisor. As people are recognized, there can be huge changes 
in self-esteem, productivity, quality and the amount of effort 
exhorted to the task at hand. Recognition comes in its best 
form when it is immediately following an action that an empldyee 
has performed. Recognition comes in different ways, places 
and time such as:

• Ways. It can be by way of personal letter from top management. 
Also by award banquets, plaques, trophies etc.

• Places. Good performers can be recognized in front of 
departments, on performance boards and also in front of 
top management.'

• Time. Recognition can given at any time like in staff meeting, 
annual award banquets, etc.

NOTES

2.18 BASIC CONCEPTS OF TQM

There are underlying assumptions and, guiding principles of TQM.
Schmidt (1993) discussed some of these basic concepts:

• Organisations are made up of a complex system of customers- 
and suppliers, with every individual executive, manager, and 
worker functioning as both a supplier and a customer.

• Quality-meeting the customer’s requirements is the priority 
■goal and is presumed to be the key to organisational smwival
and growth.

• Continuous improvement is , the guiding principle. This goes 
for the product or service you produce and for your own competence 
on the job; TQM organisations are learning organisations and 
depend on their people becoming increasingly competent and 
creative.

• Teams and groups are primary vehicles for-planning and problem 
solving.

• Developing relationships of openness and trust among members 
of the organisation at all levels is the likely key condition for 
success.

Traditional Management vs TQM
TQManaged organisations have unique and distinct characteristics 
that differentiate them from the traditional style of management.
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The Federal Quality Institute (1991), made a comparison between 
the traditional and total quality management. Table 1 represents the 
differences between them.

Table 1. Traditional vs TQManaged Organisations
NOTES

TQManagedTraditional

Flatter, more flexible, and less 
hierarchical

Organisational structure:
Hierarchical and rigid lines of authority 
and responsibility

Focus: Status quo ' Continuous improvement in 
systems and processes

Coaches and facilitators; 
managers as leaders

Interdependency, trust, and 
mutual commitment

Workers’ perception of their supervisors: 
Bosses and cops

Supervisor-subordinate relationships: 
Dependency, fear and control

Focus of employees’ efforts:
Individual; workers view themselves as 
competitors
Management perception on labour and 
training: Cost determiners of quality:

Management determines what is quality 
develops measures to and whether it is 
being provided

Basis of decisions: “Gut feeling” or instinct

Team effort; workers see 
themselves as team-mates

Labour as an asset and training 
as an investment

Organisation asks customers to 
define quality and determine if 
customers’ requirements are met

Facts and systems

The Pillars of TQM

Creech (1994), listed five pillars of TQM that provide a strong foundation 
for TQManaged organisations. This can become the focus of improvement 
in technical and vocational education for their transformation. The 
five pillars are (i) Product {ii) Process (lit) Organisation (if) Leadership 
and (u) Commitment.

As an explanation of the five pillars, the product (or service) is the 
focal point for organisation purpose and achievement. Quality in the 
product (or service) is impossible without quality in the process. ' 
Quality in the process is impossible without the right organisation. 
The right organisation is meaningless without the proper leadership. 
Strong, bottom-up commitment is the support for all the rest. Each 
pillar depends upon the other four, and if one is weak all are weak.
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2.19 BASIC PRINCIPLES OF TOTAL QUALITY 

MANAGEMENT (TQM)

The key principles of TQM are as following:
• Management Commitment 

Plan (drive, direct)
Do (deploy, support, participate)
Check (review)
Act (recognize, communicate, revise)

• Employee Empowerment 
Training
Suggestion scheme 

Measurement and recognition 

Excellence teams
• Fact Based Decision Making 

SPC (Statistical Process Control)
DOE, FMEA 

The 7 statistical tools
TOPS (FORD 8D- Team Oriented Problem Solving)

• Continuous Improvement 
Systematic measurement and. focus on CONQ 

Excellence teams
Cross-functional process management 
Attain, maintain, improve standards

• Customer Focus 

Supplier partnership
Service relationship with internal customers 

•Never compromise quality 

Customer driven standards
The basic principles for the Total Quality Management (TQM) philosophy 
of doing business are to satisfy the customer, satisfy the supplier, 
and continuously improve the business processes.
Questions you may have are:

• How do you satisfy the customer ?
• Why should you satisfy the supplier ?
• What is continuous improvement ?

This lesson will answer those questions.

NOTES

\ *
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Satisfy the Customer
The first and major TQM principle is to satisfy the customer—the 
person who pays for the product or service. Customers want to get 
their money’s worth from a product or service they purchase.

NOTES
Users
If the user of the product is different than the purchaser, then both 
the user and customer must be satisfied, although the person who 
pays gets priority.

Company Philosophy
A company that seeks to satisfy the customer by providing them 
value for what they buy and the quality they expect will get more 
repeat business, referral business, and reduced complaints and service 
expenses.
Some top companies not only provide quality products, but they also 
give extra service to make their customers feel important and valued.

Internal Customers

Within a company, a worker provides a product or service to his or 
her supervisors. If the person has any influence on the wages the 
worker receives, that person can be thought of as an internal customer. 
A worker should have the mind-set of satisfying internal customers 
in order to keep his or her job and to get a raise or promotion.

Chain of Customers
Often in a company, there is a chain of customers, each improving a 
product and passing it along until it is finally sold to the external 
customer. Each worker must not only seek to satisfy the immediate 
internal customer, but he or she must look up the chain to try to 
satisfy the ultimate customer.

Satisfy the Supplier
A second TQM principle is to satisfy the supplier, which is the person 
or organization from whom you are purchasing goods or services.

External Suppliers
A company must look to satisfy their external suppliers by providing 
them with clear instructions and requirements and then paying them 
fairly and on time.
It is only in the company’s best interest that its suppliers provide it 
with quality goods or services, if the company hopes to provide quality 
goods or services to its,external customers.
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Internal Suppliers

A supervisor must try to keep his or her workers happy and productive 
by providing good task instructions, the tools they need to do their 
job and good working conditions. The supervisor must also reward 
the workers with praise and good pay.

Systems Study

NOTES

Get Better Work

The reason to do this is to get more productivity out of the workers, 
as well as to keep the good workers. An effective supervisor with a 
good team of workers will certainly satisfy his or her internal customers. 
One area of satisfying the internal supplier is by empowering the 
workers. This means to allow them to make decisions on things that 
they can control. This not only takes the burden off the supervisor, 
but it also motivates these internal suppliers to do better work.

Continuous Improvement

The third principle of TQM is continuous improvement. You can never ’ 
be satisfied with the method used, because there always can be 
improvements. Certainly, the competition is improving, so it is very 
necessary to strive to keep ahead of the game.

Working Smarter, Not Harder

Some companies have tried to improve by making employees work 
harder. This may be counter-productive, especially if the process itself 
is flawed. For example, trying to increase worker output on a defective 
machine may result in more defective parts. Examining the source of 
problems and delays and then improving them is what is needed. 
Often the process has bottlenecks that are the real cause of the problem. 
These must be removed.

Worker Suggestions
Workers are often a source of continuous improvements. They can 
provide suggestions on how to improve a process and eliminate waste 
or unnecessary work.

4 •

Quality Methods

There are also many quality methods, such as just-in-time production, 
variability reduction, and poka-yoke that can improve processes and 
reduce waste.

2.20 TQM—DIFFICULTIES AND BARRIERS

Lack of Top Management Committment and Vision : When the senior 
officers of the firm/company are not committed TQM cannot be
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implemented. The strength in the committment is manifested during 
periods of trouble.
Company Culture and Management Style : When TQM is to be introduced, 
it needs adjustments in work practices and culture of the organisation. 
Changing the company culture takes a long time. This can be achieved 
easily by taking the departments and people into confidence. 
Flavour of the Month Attitude : TQM is a continuous process. It is 
making quality improvement a ‘habit’. There is no end-point to it, so 
TQM should not be considered as the flavour of the month or year,

• this attitude should change.
Department Based Thinking and Actions : TQM implementation plan 
should cover all the departments. There should be enough communication 
between departments. Companies should shed their department based 
thinking style inorder to implement TQM effectively.
Poor Appreciation of the Concepts and Principles of TQM : TQM has 
been effective in bringing about a good change in many companies.

' The experiences of the senior managers from these companies can be 
shared, so that TQM concepts and principles can be appreciated by' 
all. Poor appreciation of the concepts and principles of TQM stands 
as an impediment in the implementation of TQM.
Lack of Structure for TQM Activities : Quality improvement techniques 
are not generally taught as part of the curriculum—people learn it 
out of experience. Lack of an organized training programme, and not 
assessing the needs of various individuals and departments are the 
main obstacles in implementing TQM.
Deciding How to Start : TQM is a continuous process which has no 
starting point and no end point—^the only objective is quality improvement, 
therefore, companies usually waste a lot of time in, “deciding how to 
start”. This is one of the barriers to TQM implementation.
Gaining the Involvement of Non-manufacturing Departments : TQM 
is a group activity. It involves changes in work practices and culture 
of the organization. It is difficult and takes a long time. The best way 
to overcome this is to anticipate this and take the concerned departments 
and -people into confidence.
Ineffective Leadership : TQM as discussed earlier is a group activity. 
It needs an effective leadership. The team members and leaders have 
to be adequately trained and given the responsibility to do improvements 
in their work area. This is also known as empowerment. Ineffective 
leadership, inadequate empowerment and lack of trust are barriers 
to TQM implementation.

NOTES
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SUMMARY

• System is an interrelated set of components with an identifiable 
■ boundary working together for some purpose.

• Component is an irreducible part or aggregation of parts that 
make up a system, also known as a subsystem.

• Interrelated components means dependence of one subsystem 
on one or more subsystems.

• Boundary is the line that marks the inside and outside of a 
system and that sets off the system from its environment.

• A system is defined as a collection of related components that 
interact to perform a task in order to accomplish a goal.

• Participants in the projects are of three types: Users, Management 
and Technical staff.

• A systems analyst is an information specialist who performs 
systems analysis, design, and implementation.

• System analysis and design is a six-phase problem-solving 
procedure for examining an information system and improving

NOTES

it.
• 'The term MIS is familiar to most managers working in the 

private, the pubhc, and the government sectors. Many management * 
information systems are in widespread use by the managers 
at operational, middle and senior levels.

• MIS is a philosophy which is far deeper and complex than the 
mundane processing of large amounts of corporate data by 
computers.

• Software is a broad term given to the instructions that direct 
the operation of the hardware. The software can be classified 
into two major types: system software and application software.

• The user of a management information system provides inputs 
and receives outputs. The user’s assessment of the information 
system is therefore dependent somewhat on the ease of input 
but is primarily based on the usefulness of the output the user 
sees.

• Decisions vary with respect to the structure that can be provided 
for making them. A highly structured decision can be preplanned 
or prespecified, whereas a highly unstructured decision cannot.
A structured decision can be said to be programmable, in the 
sense that unambiguous decision rules can be specified in advance. 
An unstructured decision is said to be nonprogrammable.

• Management information systems support management activity. 
This means that the structure of an information system can be
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classified in terms of a hierarchy of management planning and 
control activities.

• Quality is whatever a customer wants the product to be. The 
customer can be individuals, institutions, employers, private 
and public sectors, countries and others. It is the degree of 
goodness of a product or service as percieved by the customer.

• Quality planning is the activity of series of activities involved 
in the developing of the product and processes required to 
satisfy the customers.

*•' “TQM means that the organizations’ culture is defined by and 
supports the constant attainment of customer satisfaction through 
an. integrated system of tools, techniques and training.”

• Quality assurance is a system of activities designed to ensure 
production that meets pre-established requirements.

• Ethics is the discipline concerned with good and bad in any 
situation. It is a two-faceted subject, represented by organizational 
and individual ethics.

NOTES

REVIEW QUESTIONS

1. What is a system? What are its parts? Explain.
2. Describe the following;

(i) Open systems
3. Explain the following system concepts:

(i) Decomposition 

(Hi) Coupling
4. What is the difference between a logical system description 

and physical system description?

5. Describe the various types of participants in any t5qjes of project.

6. What are the six phases of the System Development Life Cycle 
(SDLO?

7. What is documentation? Explain.

8. What are the various criticisms to traditional waterfall SLDC? 
Explain.

9. What is prototyping? What are its advantages? How can a 
prototype be developed?

10. Explain the different kinds of information system.
11. What is the fundamental roles of IS applications in business?
12. Discuss about the ethical dimension of IT.
13. What are the physical component of information system?

(ii) Closed systems

(ii) Modularity 

(iu) Cohesion
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Systems Study14. Explain the hierarchy of management activity.

15. Discuss the MIS structure based on management activity.

16. Explain the MIS structure based on oi^anizational funcUon.

17. List four important dimensions of product quality.
18. Name the four major categories of quality cost.
19. What is quality council? Who is the usual convenor of quality

council? ‘
20. What are quality statements?
21. Distinguish between vision statements and mission statements.
22. Define TQM.
23. What do you understand by the term quality planning?
24. List two important techniques which can be used to analyze 

quality costs.
25. What do you understand by the term quality of cost?
26. What are the important functions of a leader?
27. Name the Early U.S. pioneers in the field of TQM.
28. How is quality improvement different from quality assurance?
29. What are quality improvement teams?
30. What is cost of appraisal?

NOTES

FURTHER READINGS

Library Science and Theories of Management, Manisha Dawra, 
Rajat, 2004
Library Management : A Manual for Effective Management, 
Anil Kumar Dhiman and Yashoda Rani, Ess Ess Pub, .2004 

Handbook of Library Administrations, J.K. Khanna, Crest, 
2001
Theories and Principles of Librarianship, R.S. Kochar and 
K.N. Sudarshan, APH, 2010
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Introduction

Collection Development and Management
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The Challenges

Meeting the Challenges

Budgeting Process and Methods

Modern Techniques of Controlling

Costing
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Limitations

Summary

Review Questions

Further Readings

3.1

3.2

3.3

3.4

3.5

3,6

3,7

3.8

3.9
3.10
3,11

3.0 LEARNING OBJECTIVES

After the completion of this unit, you should be able to:

• know library collection development process

• explain the challenges of integrating electronic resources and 
technologies into the process of collection and development.

3.1 INTRODUCTION

Fundamentals of Collection Development and Management. The process 
of collection management is achieved by incorporating methods of
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Management of Resourcesorganization and staffing, selecting and deselecting, budgeting, marketing 
and promoting, understanding electronic resources and the role of 
interlibrary cooperation, and evaluating and assessing success.

NOTES
. 3.2 COLLECTION DEVELOPMENT AND 

MANAGEMENT

The author discusses this process in different types of libraries, ranging 
from academic to public, to special, to school media libraries.

Library science (or Library and Information science) is an 
interdisciplinary field that applies the practices, perspectives, 
and tools of management, information technology, education, 
and other areas, to libraries; the collection, organization, 
preservation, and dissemination of information resources; and 
the political economy of information. Historically, library science 
has also included archival science. This includes how information 
resources are organized to serve the needs of select user groups, 
how people interact with classification systems and technology, 
how information is acquired, evaluated and applied by people 
in and outside of libraries as well as cross-culturally, how 
people are trained and educated for careers in libraries, the 
ethics that guide library service and organization, the legal 
status of libraries and information resources, and the applied 
science of computer technology used in documentation and 
records management.
Academic courses in library science typically include collection 
management, information systems and technology, research 
methods, cataloging and classification, preservation, reference, 
statistics and management.
Library science is constantly evolving, incorporating like database 
management, information architecture and knowledge mana
gement, among others.

There is no generally agreed distinction between the terms library 
science, librarianship, library and information science, and information 
science, and to a certain extent they are interchangeable, perhaps ‘ 
differing most significantly in connotation. The term Library and 
Information Science (LIS) is often used; most librarians consider it 
as only a terminological variation, intended to emphasize .the scientific 
and technical foundations of the subject and its relationship with 
information science. LIS should not be confused with information 
theory, the mathematical study of the concept of information. LIS 
can also be seen as an integration of the two fields library science 
and information science, which were separate at one point.

1.

2.

3; !
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A view implied by some textbooks is that librarianship refers to the 
professional aspects of work as a librarian, such as certification, in- 
service training, and issues of gender equality.
Collection management cannot exist in a “vacuum” but must be an 
integral part of library operations. Extensive lists of su^ested readings 
at the end of each chapter add value to the work. Each chapter 
includes a relevant case study and activity that will prove especially 
helpful to students and that enhances the book for piuqjoses of instruction 
in collection management.
Marketing of library services is important for all libraries but perhaps 
more important for small special libraries frequently faced with closure. 
Marketing through liaison and outreach activities is thoroughly analyzed 
by the author. The author’s discussion of promotional activities— 
such as positive information sharing with governing bodies, outreach 
activities, and measures of success—will assist those professionals 
initiating such endeavors.

NOTES

3^ LIBRARY COLLECTION DEVELOPMENT

Library Collection Development is the process of planning and 
acquiring a balanced collection of library materials of many formats, 
including books, periodicals, online resources, and other media. 
Collections are developed by librarians and library staff by buying or 
otherwise acquiring materials over a period of time, based on assessment 
of the information needs of the library's users. In addition to ongoing 
materials acquisition, library collection development includes:

• the creation of policies to guide material selection -
• replacement of worn or lost materials *
• ' removal (weeding) of materials no longer needed in the collection
• planning for new collections or collection areas
• cooperative decision-making ^ith other libraries or within library 

consortia.

'Library Collection Development in an Electronic Age
Electronic technologies and collection development are two of the 
top concerns in library and information science today. In a recent' 
analysis of the literature, four major trends in library and information 
science were identified: increases in end-user access to computer- 
based information resources; library use of networks and teleco
mmunications; dependency on CD-ROM-based information 
sources; and emphasis on collection management activities 
(Brennan, 1991).
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Management of ResourcesClearly, collection management is a fundamental concern. Demas puts 
the matter into perspective this way: “Electronic publishing has profound 
implications for collection development, which is .defined as the intentional 
and systematic building of the set of information resources to which 
the library provides access. While the principles of collection development, 
which were developed in the world of print publications, do not change 
radically with new publishing technologies, methods of decision-making 
and specific selection guidelines must be adjusted, significantly to 
incorporate new publishing formats” (1994, p. 71).
Although most of the current literature cited below refers to academic 
or research libraries, much of the content applies to all types of 
libraries. This digest will focus on problems and solutions of practical 
interest to all librarians.

■ NOTES

3.4 THE CHALLENGES

The challenges of integrating electronic resources and technologies 
into the process of collection development are many, and many-faceted. 
Beyond task-oriented considerations, such as the selection process 
itself, there are large-scale management issues to consider such as 
budget, policy, personnel and technology. Some of the biggest problems, 
not surprisingly, stem from simultaneous decreases in funding and . 
increases in operating costs. Collections budgets are at special risk 
because they are not directly connected to the number of staff positions 
or level of user services (Otero-Boisvert, 1993). Academic libraries 
note impacts of electronic technologies on research, such as increasing 
demands for electronic searching capabilities, demands for access to 

' machine-readable scholarly texts, and use of network discussion groups 
for scholarly communication (Shreeves, 1992).
Three areas of collection development that seem to be the most problematic)
are selection, acquisitions, and inter-institutional cooperation. Two 
themes pervade the discussions: the shift in library philosophy from 
ownership of locally stored resources to provision of access to electronically 
stored resources; and the, need for rethinking collection development 
policy, both to support the new philosophy and to better deal with 
new types of resources on a day-to-day basis.

• Selection. An updated textbook on collection- development by 
Evans contains an entire chapter on electronic materials in 
which he first emphasizes the importance of needs assessment. 
“The electro'nic environment,” he says, “creates several 
dichotomies...print versus electronic; ownership versus access; 
user versus institutional need; free versus fee; gatekeeper versus 
user selection. It is not a matter of either/or, rather it is a 
matter of determining the proper local mix” (1995, p. 260). The
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next step in the selection of electronic materials is the formvilation 
of collection policy and practice. Evans discusses formats and 
selection issues, and provides two valuable sample documents: 
a sample policy for electronic resources management, including 
41 selection criteria related to library policy, vendors, technical 
concerns, costs, and local needs; and a checklist for CD-ROM 
products and subscriptions.
Although many selection criteria for electronic resources are 
the same as those for print, electronic resources present special 
problems. For example, LaGuardia and Bentley (1992) provide 
a list of questions to ask when selecting CD-ROM resources. 
These questions are related to administrative costs and effort, 
vendor reliability, and technical hardware and software 
requirements. In addition to these considerations, Shreeves 
(1992) discusses matters of markup or tagging that affect 
perceptions of the quality and authenticity of scholarly texts 
in the humanities. •

• Acquisitions. Acquisitions staff experienced the most changes 
with the advent of automated processing. From the beginning, 
automation eased the labour of this detail-intensive and repetitive 
work. Improvements continue with enhanced integrated library 
systems, and time-sharing services from bibliographic utilities 
or vendors (see Evans, 1995, Zhou, 1994).
The most radical change, however, is not related to technology, 
but to policy. Smith and Johnson suggest that libraries “reverse 
the approach that they have followed throughout the print 
era: rather than buying as much as they possibly can to respond 
to any present or potential need, they should acquire only the 
most heavily and regularly used material for processing and 
retention” (1993, p. 392). They suggest that nothing should be 
purchased on the basis of long-term planning. The single criterion 
should be current user satisfaction, with a goal of fast and 
effective delivery or access, not ownership.

• Inter-Institutional Cooperation. The tradition of cooperative 
collection development and resource sharing among libraries 
began decades ago as means to alleviate problems of lack of 
space and costly duplication, especially for little-used materials. 
Now, with electronic networks facilitating cooperation, the 
lines are blurring as to what constitutes ownership and resource 
sharing. Because of the vast storage capacity of electronic media, 
space is no longer the issue. Bather, the issue for libraries is 
the role they should play in access provision and document 
delivery when end-users have direct access to OPACs and myriad 
other information resources available through network connections 
(Evans, 1995).

NOTES ■
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Management of ResourcesCrowe and Sanders (1992) saw these technology-driven changes 
as actually increasing the need for cooperation and communication 
among institutions. In order to continue to provide effective 
physical access to documents, libraries must increase cooperation 
to overcome potential funding and management problems, such 
as communication failures, and lack of standard access and 
authority for resource sharing.
The ultimate vision, according to Summerhill (1992), is a single 
network to be shared by library personnel and end-users in 
effect a restructured inter-library lending model. He foresees 
innumerable opportunities for sharing information resources 
via electronic networks. Libraries will be called upon more 
than' ever to make decisions about mounting databases on local 
systems, and providing access to remote resources and services.

NOTES

3.5 MEETING THE CHALLENGES

Several authors suggest comprehensive approaches to library collection 
development in an electronic age. Evans (1995) provides an excellent 
general overview of collection development poUcies and fiscal management 
for libraries as a whole. A highly informative success story is the 
comprehensive selection model developed at Mann Library over the 
past decade as a means to mainstream electronic resources into the 
library. Demas (1994) says the model involves breaking the task into 
manageable units, developing expertise in selecting resources regardless 
of format, and anticipating impacts throughout the institution. An 
important component is a standing committee, the Electronic Resources 
Council, that reviews electronic publications and thus continues to 
define the role of collection development. Two innovative concepts in 
this model are those of “information genres,” which covers both print 
and electronic formats, and “tiers of .access,” which refers to degrees 
of technological support for electronic access.
Crowe and Sanders (1992) describe OHIOLink, a consortium of 
17 academic libraries, as a model for cooperative collection development. 
The success of such a project, they say, depends on an aggressive 
commitment by its organizers. Specifications for OHIOLink include 
ease of use by collection managers, regular provision of data for routine 
reports, and the capability to collect and analyze usage data across 
the system. Seven functions, such as the ability to analyze collections 
and to form cost projections, are specifically intended to aid collection 
management.
Finally, in view of serious fiscal concerns in collection development. 
Shad (1992) outlines a seven-part agenda for rethinking priorities: 
planning, allocating, faculty liaison, cooperative collection development, 
evaluating, acquisitions alternatives, and selection efficiency. Although

/
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the agenda does not directly address the challenges of new technologies, 
it is geared toward responding to the overriding issue of the changing 
philosophy from ownership to access.

NOTES 3.6 BUDGETING PROCESS AND METHODS

1. Budgeting (or Budgetary Control System)
(a) Introductory Observations

A budget is both-a method of planning and an instrument (or 
device) for controlling. It is a plan in so far as the numerical 
expression of the standards 'of performance i.e., anticipated 
results) is concerned. However, when the actual operational 
performance is judged against these standards; the budget assumes 
the role of a control technique. As such, a budget is properly 
called a budgetary control; the suffix ‘controF usually being 
omitted.

(b) The Concept of ‘Budget’
A budget might be defined as the expression of a management 
plan into numerical terms (financial, quantitative or time)- 
being a statement of anticipated results expected of the working 
of a particular aspect of organizational operational life, for a 
specific future period of time, say a month, a quarter, a half 
year, a year or so.

(c) Types of Business Budgets
Some important types of business budgets are described below: 
(t) Sales Budget: One most important aspect of the revenue 

budgets of business enterprises is the sales budget.
A sales budget is a statement of an expected volume of 
sales, flowing to a business enterprise over a specific future 
period of time.

(ii) Production Budget: An important budget concerning the 
operation al life of a business enterprise is the production 
budget.
A production budget is a statement of anticipated production 
to be done by an industrial enterprise during a specific 
future period of time; in view of the resource availability 
for production purposes.
Production budget might be expressed in terms of:
Man*hours;^ where most of production work is done by 
manual labour.
or
Macbine>hours; where production activities are mechanized.
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Management of Resourcesiiii) Production>facilities budgets: Based on the need and 
requirements of the overall production budget; budgets for 
various productions facilities are prepared—as branches of 
the production budget. Some of such ancillary budgets are 
as follows:

(а) Materials budgets i.e., a budget for direct material needed 
for the budgeted output.

(б) Labour budget i.e., a budget for direct labour needed for 
the budgeted output.

(c) Factory overheads budget i.e., a budget for factory overheads 
likely to be incurred, during the production process, to 
produce the targeted output.

(d) Administrative (or office) overheads budget i.e., a budget 
for office overheads likely to be incurred, during the handling 
of the targeted output, at the ‘office-stage’; in the industrial 
enterprise.

(e) Selling and distribution overheads budget i.e., a budget 
for selling and distribution overheads likely to be incurred, 
at ‘the selling and delivery stage’, during the budget period.

(iv) Cash Budget: A cash budget is an important branch of the 
overall Finance Budget. This budget assumes great significance 

■ in the operational life of any business enterprises; as cash 
is needed for various purposes, quite off and on.
A cash budget is a statement of anticipated cash receipts 
and cash disbursements; occurring during a specific future 
period of time—to find out the likely surplus or shortage of 
cash, during that period.

(u) Capital Expenditure Budgets: A major aspect of financial 
budgeting concerns with designing capital expenditure 
budgets, for items'like plants, machines, equipments, furniture, 
etc.,

{vi) Balance-sheet budgets: Balance-sheet budgets are statements 
of forecast of capital account, liabilities and assets.
In fact, sources of changes in Balance Sheet items are the 
outcome of the functioning of budgetary control system, as 
a whole. Hence, Balance Sheet budgets prove the accuracy 
of all other budgets. 

id) The Budget Organization
For the best designing and functioning of the budgetary control 
systems, there is the need for a separate ‘budget-organization’.
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The ‘budget-organization’ implies the formulation of a Budget 
Committee extended into various sub-committees. The main 
task of the budget committee is to finalize and co-ordinate the 
planning and implementation of the budgetary control system.
The Budget Committee, headed by the Chief Executive, consists 
of various functional heads like the Production Manager, the 
Purchase Manager, the Finance Manager, the Marketing Manager, 
the Personnel Manager, the Engineer, the Accountant, the Cost 
Accoimtant and other functional experts. In this Budget Committee, 
there is a usually a provision for a ‘budget-officer’ who acts as 
the secretary of the committee; and makes preparations for 
arranging the meetings of the Budget Committee.

(e) Advantages of the Budgetary Control System
Some important advantages of the budgetary control system 
are as follows:
(i) Expression of planning in definite terms: Since budgets 

are a numerical expression of business plans; the budgetary 
control system—built around the concept of budgeting— 
expresses plans in definite terms. This way, it is easier for 
managers to communicate plans more precisely to subordinates 
and operators. Further, people understand plans in a better 
manner, and can easily take actions for the realization of 
plans.

Hi) Comprehensive managerial technique: Budgetary control 
system is a comprehensive managerial technique of managing 
an enterprise. It is both, a method of planning and an 
instrument of controlling. Planning and controlling are two 
extremes of budgetary control; and other managerial functions 
viz. organizing, staffing, direction naturally fit into the 
budgetary ■ control structure at their appropriate places. 

(Hi) Communication of jobs (or duties) though budgets: 
The budgetary control system is the mouthpiece of 
management; as budgets convey to people what jobs are 
assigned to them or what role they are supposed to play, 
in the organizational life.

(iv) Instrument of co*ordination: Budgetary control system 
is an instrument of co-ordination. Through budgets, the 
functioning of functional departments, management levels ' 
and actions of individuals throughout the enterprise are 
all endeavored to be co-ordinated.

(o) Profit-maximization attempted through cost-control: 
Through emphasizing on cost minimization and expenditure 
control; the budgetary control system helps management
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Management of Resourcesto strive for the profit-maximization goals in a legitimate 
manner.

(ui) Fixation of responsibility facilitated: Budgetary control 
system judges the organizational operational efficiency; by 
locating the spots where weaknesses are occurring. Thus, 
responsibility for weaknesses or shortfalls in performance 
can be easily fixed through the budgetary control system.

(/) Limitations of the Budgetary Control System
Budgetary control system is a rose, full of thorns. Some significant
limitations of this system can be stated as follows;
(i) Not comprehensive: Budgetary control system is a lop

sided managerial device; in as niuch as the qualitative aspects 
of managing cannot be fully and precisely made a part of it. 
In fact, despite intelligent quantification of qualitative aspects; 
the real intentions of these aspects cannot be incorporated 
into the budgetary control system.

(ii) Difficulty in setting rational standards: Usually, while 
devising a budgetary control system, it is difficult to set 
rational standards of performance. Despite the adoption of 
the best scientific approaches to setting rational standards; 
prejudices, bias and personal opinions of managers enter 
the budgetary control system, through the back door.

(Hi) Danger of over-budgeting: Regulating the organizational 
operational life through the budgetary control system, might 
carry a danger of over-budgeting i.e., too much emphasis on 
details of minor items and light emphasis on major heads, 
requiring strict-control.

(iL>) Lack of departmental co-operation and co-ordination: 
There might be a lack of departmental co-operation and co
ordination, while designin|[ and implementing the budgetary 
control system. In fact, some managers might not be willing 
to co-operate with one another into the making of the system; 
due to personal differences and conflicting approaches. As 
such, departmental co-ordination, which is the heart of the 
budgetary control system, mi^t be imavailable or imobtainable, 
because of lack of co-operation among departmental managers. 
As a result, the budgetary control system becomes faulty or 
misleading, and a mere theoretical exercise in managing.

(o) Umbrella for inefficiency: Budgetary control system may 
become an umbrella for hiding organizational inefficiency; 
as many people might act within budgets—though remaining 
highly inefficient otherwise.
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2. Non-Budgetary Control Techniques
Some of the non-budgetary control techniques are described below:

(i) Direct personal observation and supervision
Direct personal observation and supervision by a manager is, 
perhaps, the oldest techniques of controlling. In this technique, 
control is exercised by a manager through a face-to-face contact 
with employees; by directly observing their performance e.g., 
by taking rounds in the plant where workers are performing 
or in any other manner.
This technique of controlling has the obvious advantage that 
corrective action by the manager could be taken on the spot. 
Moreover, this technique of direct observation has psychological 
impact on workers; as they are motivated to work as per standards 
of pe'rformance due to the fear of the manager.

. However, direct personal observation and supervision technique 
of controlling has certain disadvantages,. like the following:
(i) It is a time-consuming technique. The manager is left with 

little time for attending to his official duties.
(ii) Direct personal supervision cannot be exercised all the 

time overall the employees.
iiii) Due to this technique of controllir^; there may be interference 

in the smooth flow of work of employees.
(iu) This technique has a negative impact on self-motivated 

and enlightened workers; and they often resist to it.
(ii) Written Reports

Under this technique of controlling; each manager prepares 
written reports on the performance of his subordinates; and 
submits these to higher authorities. Lower management submits 
reports to middle management to top management and the 
top management {i.e., Boarii of Directors) to the body of members.
The written report method of controlling has a psychological 
impact on workers. In fact, the fear of likely adverse remarks 
in the report makes workers discharge their duties efficiently. 
However, this technique of controlling has certain limitations, 
as described below:
(a) This technique carries an element of subjectivity, in that 

a manager may deliberately favour or disfavour particular 
employees while drafting reports.

(b) It is an imperfect technique of controlling, as the manager 
may not include all aspects of workers' performance, in 
his reports.

(c) Drafting of written reports is a time-consuming process.
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Management of Resources(d) Some managers may not to competent enough to draft reports. 
(Ui) Statistical Reports and Analysis

Under this technique of controlling, a special staff of specialists 
prepares statistical reports and presents them in form of tables, 
ratios, percentages, correlation analysis, graphs, charts, etc., 
to higher management levels. Such reports are prepared in 
areas like production, sales, quality, inventory etc., and these 
reports usually become the basis of managerial decision-making 
and action.

(it;) Break-even Analysis
Break-even analysis is a technique of Marginal costing. It is 
based on a classification of costs into fixed and variable categories. 
The key-concept in break-even analysis is that of contribution, 
defined as:
Contribution = Selling price per unit - Variable cost per unit 
With the help of this concept of contribution the management 
is first interested in a'full recovery of fixed costs. After recovering 
the fixed costs fully; the business enterprise reaches a point of 
break-even i.e., a point at which there is neither a profit nor 
losses. Break-Even-Point (i.e., B.E.P.) is calculated as follows:

■ Suppose fixed costs 

Selling price per unit 
Variable cost per unit 
Contribution per unit

NOTES

Rs. 1,00,000 

Rs. 20 

Rs. 12
Rs. 8 (i.e., 20 - 12) 

1,00,000Fixed costB.E.P. =
Contributed per \mit 

= 12,500 units
A B.E.P. of 12,500 units indicates that if that business produces 
and sells 12,500 units; it will recover fixed costs fully; and will 
have neither profits nor losses.

8

After reaching B.E.P., business can earn a profit of Rs.8 per 
unit (i.e., equal to contribution per unit); on selling each additional 
unit, (as fixed costs have already been recovered).
The technique of break-even analysis is helpful in profit planning 
and controlling—by predicting behavior of fixed and variable 
costs.

(.v) Ratio Analysis .
Ratio-analysis is a tool of Financial Accounting and Management 
Accounting. Under this technique, the financial analyst analyses 
financial statements (i.e., the Income Statement and the Position

I
Statement) by computing appropriate ratios.
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In fact, iigures do not speak. Ratios make them speak. The 
useful and meaningful accounting data give important clues to 
management for'decision-making purposes speaking through 
the media of accounting ratios.
Accountir^ ratios are usually divided into the following categories:

• Liquidity ratios
• Solvency ratios
• Activity or performance ratios
• Profitability ratios.

NOTES

3.7 MODERN TECHNIQUES OF CONTROLLING

Some popular modern techniques of controlling are described below: 
(0 Management Audit

Management audit is a modern technique of controlling; in 
which the aim is to examine the efficiency of the management's 
philosophies, policies, techniques etc., in successfully running 
an enterprise.
It may be defined as follows:
Management audit is an independent, overall and scientifically 
critical examination of the entire management process—^with 
a view to discovering quality of management; and judging its 
success and failures in running and managing an enterprise. 
Conducting Management Audit
Management audit may be conducted either by an internal 
agency in the form of Management Audit Ceil (MAC); or by an 
external agency such as management consultants. A growing 
tendency in the U.S.A. in regard to conducting management 
audit is to have certified management auditors for this purpose; 
so that a more objective view of management's efficiency could 
be presented.
Point of Comment
The scope of management audit is very wide. Management 
audit may cover areas like the following:

• an appraisal of managers
• economic functioning of the enterprise
• fulfillment of major social responsibilities
• functioning of the Board of Director
• soundness of organizational structure
• intensity of sales promotion efforts
• emphasis on research and development etc.
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Management of ResourcesEvaluation of Management Audit
Management audit, by identifying, deficiencies in management’s 
principles and practices helps in effecting structural improvements 
in the entire managerial system. Moreover, the fact of conducting 
management audit makes management more alert and progressive 
in its approach.
However, the scope of management audit is dl-deflned. There 
is a lack of well-defined principles and procedures for conducting 
management audit.. ^

{ii) Internal Audit (or Operational Audit)
An effective modern technique of controlling is the internal 
audit, now coming to be called operational audit.
The scope of internal audit is wider that external audit. It not 
only concerns with ensuring a true and fair recording of the 
accounting information; but also offers comments on various 
operational aspects of enterprise-life. Hence called operational 
audit.
Internal audit (or operational audit) may be defined as follows:
Internal audit is vouchir^ and verification of accounting information 
by a staff of internal auditors; and is also concerned with examining 
the overall operational efficiency of the enterprise.
Point of Comment
In a way, internal audit also encompasses elements of management 
audit.
Scope of Internal Audit
Internal audit, besides, including financial audit as the core 
aspect of it; includes consideration of the following:

• appraisal of financial controls
• compliance with policies and procedures
• efficiency in utilizing resources
• appraising quality of management performance etc. 

Evaluation of Internal Audit
Internal audit recommends improvements in the operational 
life of the enterprise, and provides managerial with a perennial 
supply of control information. It keep a moral check on all the 
members of the organization.
However, installation and operation of internal audit system is 
much costly and time-consuming. Moreover, internal audit people 
have a lop-sided approach to their work; in that they have a 
tendency to look at every aspect of business operations form 
the accounting point of view.
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{Hi) Social Audit
Social audit may be defined as follows:
Social audit is concerned with the measurement of social 
performance of an organization in contrast to it economic 
performance.
The concept of social audit was first developed by Howard R. 
Bowen in the U.S.A. in the fifties. The application of the concept 
of social audit may be attributed to an increasing awareness 
of social responsibilities by business enterprises.
Some time back, the Tata Iron and Steel Company Limited 
conducted a social audit in its organization; though the audit 
report was not made available to the general public. 

iiv) Responsibility Accounting
Responsibility accounting is a technique of controlling borrowed 
from Management Accounting.
It is a'system of controlling, whereby, the performance of managers 
is judged by assessing how far they have achieved the targets 
set for their departments or sections; for whose performance 
they are responsible.
Responsibility accounting may be defined as follows:
Responsibility accounting consists in dividing a business 
organization into responsibility centres, whereby, a distinct 
manager is assigned responsibility for achieving the predetermined 
target for his centre; and his success is judged by his ability 
in controlling the ‘controllable costs’ of his centre.
Points of Comment
(i) Under responsibility accounting system, costs are assigned 

to responsibility centres; rather than to products.
Hi) Costs incurred by a responsibility centre are divided into 

two categories controllable and uncontrollable. The head 
of the centre is directly responsible for the control label 
costs of his centre.

(f) Human Resource Accounting (HRA)
' Rensis Likert and D.E. Bowers have undertaken experiments i 

in human resource accounting. !
HRA might be defined as follows:
HRA is accounting for people in an organization; which involves 
a measurement of costs incurred by an enterprise to recruit, 
select, hire and train human assets and a measurement .of the 
economic value of people to the enterprise.
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Other techniques of controlling emphasize on profits, costs, 

' performance etc., but ignore the value of the hvunan asset which 
makes for all the difference in organizational performance.
Approach to measuring the value of human'assets 

There are two approaches -to measuring the value of human 
assets:

• Original costs of human assets i.e., costs incurred in acqioirii^, 
compensating and training people.

* Replacement costs i.e., the costs required to replace a specific 
person.

An individual's value to an organization is the present worth 
of the set of future services that he/she is expected to provide 
during the period of his/her stay.in the organization.
Evaluation of HRA
HRA helps management by providing valuable information for 
effective planning and managing human resources. With the 
help of measurement of costs of human assets, management 
can select persons with highest expected realizaSle value. 
However,' the biggest limitation of HRA is the basic problem 
involved in measuring the value of human assets—whether it 
should be based on original costs or replacement costs.
Many organizations, particularly, in the U.S.A. are following 
HRA.

ivi) Management Information System (MIS)
Management Information system (also known as MIS) is an 
integrated technique for gathering relevant information from 
whatever source it originates and transferring it into unusable 
form for the decision-makers in management. It is a system of 
communication primarily designed to keep all levels of organizational 
personnel abreast of the developments in the enterprise that 
affect them. MIS provides working tools for all the management 
personnel in order to take the best possible action at the right 
time with respect to the operations and functions of the enterprise 
for which they are largely responsible. The emphasis of MIS is 
on information for decision-making. MIS facilitates control from 
several angles:

1. MIS performs a useful triple service function to management. 
Actually MIS itself is a three stage process—data generation, 
data processing and information transmission. MIS enhances 
the management's ability to plan, measure and control 
performance, and taking necessary and corrective action.
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2. Facilitates total performance. MIS provides more specialized 
and technical kind of information for the concerned managers. 
MIS provides multiple types of information for all mahageraent 
levels on a baffling variety of organizational matters.

3. Takes into account several critical dimensions. MIS takes 
into account—the real time requirements, frequency of 
requirement, accuracy requirement, data reduction 
requirement, storage requirement etc., MIS objectively 
determines what information is needed by whom, and with 
what frequency.

4. MIS reduces overload of information. MIS stresses the 
information that is most useful to the decision-maker. Any 
firm, large or small, that uses a formalized approach or 
electronic data processing system for its daily business 
has foundation of MIS. But normally, the lai^r the organization 
the more likely that MIS can be used by top management 
in establishing company policies and plans, monitoring the 
company performance and adapting the company strategies 
in response to changing circumstances.

(oi) Network Analysis Techniques—PERT/CPM
(а) Introduction:

PERT (Programme Evaluation and Review Technique) was . 
developed by the special project office of the U.S. Navy in 
1958. Almost at the same time, engineers at the Du Pont 
Company U.S.A. developed CPM (Critical Path Method). 
Though there are some differences between PERT and CPM; 
yet both these techniques utilize the same principles.

(б) Application in PERT/CPM
Some of special areas for the application of PERT/CPM 
are given as follows:

(0 Building/construction projects 

(ii) Ship building 

(Hi) Airport facilities building 

(iv) Installation of computer systems 

(o) Publication of books.
(c) Steps in PERT/CPM

The application of PERT/CPM involves the following steps: 
(0 Identification of components

The first step towards the application of PERT/CPM is an 
identification of all key activities or events necessary for 
the completion of the project.

Management of Library 
and Information Centres

NOTES

116 Self Instructional Material



Management of ResourcesThe term activity may be defined as an operation or a job 
to be carried out; which consumes time and resources. It is 
denoted by an arrow, in the network diagram.
The term event may be defined as the beginning or completion 
of an activity. It is denoted by a circle in the network diagram. 

Hi) Sequencing of activities and events
A network diagram is prepared to show the sequence of 
activities and events. It has a beginning and a terminal 
point for the project. It also depicts a number of paths of 
activities from the beginning to the completion of the project. 
For sake of convenience, each event is given a serial number. 

(Hi) Determination of estimated time
For completion of the project during the contract period; it 
is essential to determine the expected time required to 
complete each activity.
Under PERT, three time estimates for the completion of 
each activity are made:

• optimistic' or the shortest time
• pessimistic or the longest time
• normal or most likely time

(m) Determination of the critical path
At this stage, it is required to identify the sequence of 
those activities whose completion is critical for the timely 
completion of the project. Once the critical path is known; 
the management will be in a position to deploy resources 
more fruitfully; to spot troubles early and apply controls 
where these are most essential.
Point of comment
There must be no delay in the completion of activities which 
lie on the critical path; otherwise the entire project will be 
delayed.

iv) Modification in the initial plan
The initial plan may be modified by resequencing some activities 
that lie along the critical path. When this is possible, it 
will result in a shorter time for the completion of the project.

id) Distinction between PERT and CPM
Though basic principles involved in PERT and CPM are 
the same; yet some differences between the two may be 
expressed as follows:

ii) PERT is event oriented; whereas CPM is activity oriented. 
Hi) In CPM it is assumed that the duration of every activity is 

constant; and hence only one time estimate is given for
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each set of activities. On the other hand, PERT allows for 
uncertainty in the duration of activities; and hence three 
time estimates optimistic (or the shortest time), pessimistic 
(or the longest time) and normal (or the most likely time) 
are given.

(Hi) CPM requires some previous work experience for the 
completion of each activity; which is not necessary in PERT.

(m) CPM is used where cost is the main consideration; while 
PERT is used where time is the main consideration.

(e) Evaluation of PERT/CPM 

Merits
Following are the main advantages of PERT/CPM

(i) PERT/CPM provides an analytical approach to the achievement 
of project objectives which are defined clearly. It thus facilities 
better utilization of time, efforts and capital.

(ii) It identifies most critical elements and pays more attention 
on these. It, thus, facilitates 'control by exception and increases 
effectiveness in handling projects.

(/«) PERT/CPM brings all the components of a project together 
in the flow chart and permits simultaneous performance 
of different parts of the project.

(iv) PERT/CPM forces managers to analyze all possibilities and 
uncertainties. It, thus, helps to minimize time and cost 
overruns.

(y) It provides a kind of feed forward control; because delay 
in one activity affects'all succeeding activities. Management 
can take action in advance, by effecting modifications of 
future activities.
Limitations
Major limitations of PERT/CPM are as follows:

(i) It is not possible to accurately estimate time and cost involved 
in various activities of a project. Errors in estimation can 
make PERT/CPM erratic and unreliable.

(ii) PERT/CPM is time-consuming and expensive. As such, small 
firms cannot afford to take advantage of th§se techniques.

(Hi) PERT/CPM cannot be applied with regard to assembly line 
operations, in which scheduling of operations is more guided 
by the speed of machines.

(iv) PERT/CPM lays stress on time and cost control; overlooking 
other aspects of the project like quality and design of the 
project.
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(vii) Self-control
People often resist to externally imposed control. The best 
controlling system is that in which people opportunity for 
exercising self-control has.
Situation creating conditions for exercising self-control.
•Some of the situations providing opportunities for self-control 
may be:

(1) Management By Objectives (MBO)
Under MBO, there is a great possibility that people will 
exercise self-control; because they have their own hand in 
setting objectives for themselves; and are more likely to be 
committed to those objectives.

(2) Delegation of Authority
Successful delegation of authority requires attitudes of mutual 
trust and confidence between the superior and the subordinates. 
A superior may not like to impose controls on a responsible 
and competent subordinate; and may allow him to exercise 
self-control—as a measure to motivate him.

(3) Assignment of Challenging Work
When some challenging nature of work is assigned to an 
individual; the job itself creates situations in which only 
self-control could be exercised by the individual on himself.

(4) Highly Dedicated Employees
In case of highly dedicated employees, there is not much 
need to impose controls over them; as they could be assumed 
to be self-starters-. They may be left to exercising self-control.

Management of Resources

NOTES

3.8 COSTING

' In management accounting, cost accounting establishes budget and 
actual cost of operations, processes, departments or product and the 
analysis of variances, profitability or social use of funds. Managers 
use cost accounting to support decision-making to cut a company's 
costs and improve profitability. As a form of management accounting, 
cost accounting need not follow standards such as GAAP, because its 
primary use is for internal managers, rather than outside users, and 
what to compute is instead decided pragmatically.
Costs are measured in units of nominal currency by convention. Cost 
accounting can be viewed as translating the Supply Chain (the series 
of events in the production process that, in concert, result in a product) 
into financial values.
There are various managerial accounting approaches:
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• Standardized or Standard Cost Accounting
• Lean accounting ^
• Activity-based Costing
• Resource Consumption Accounting
• Throughput Accounting
• Marginal Costing/Cost-Volume-Profit Analysis 

Classical Cost Elements are:
1. Raw Materials
2. Labour .
3. Indirect Expenses/Overhead

rNOTES

3.9 ORIGINS

Cost accounting has long been used to help managers understand 
the costs of running a business. Modern cost accounting originated 
during the industrial revolution, when the complexities of running a 
large scale business led to the development of systems for recording 
and tracking costs to help business owners and managers make decisions. 
In vhe early industrial age, most of the costs incurred by a business 
were what modern accountants call “variable costs” because they 
varied directly with the amount of production. Money was spent on 
labor, raw materials, power to run a factory, etc., in direct proportion 
to production. Managers could simply total the variable costs for a 
product and use this as a rough guide for decision-making processes.
Some costs tend to remain the same even during busy periods, unlike 
variable costs which rise and' fall with volume of work. Over time, 
the importance of these “fixed costs” has become more important to 
managers. Examples of fixed costs include the depreciation of plant 
and equipment, and the cost of departments such as maintenance, 
tooling, production control, purchasing, quality control, storage and 
handling, plant supervision and engineering. In the early twentieth 
century, these costs were of little importance t9 most businesses. 
However, in the twenty-first century, these costs are 'often more 
important than the variable cost of a product, and allocating them to 
a broad range of products can lead to bad decision making. Managers 
must understand fixed costs in order to make decisions about products 
and pricing.
For example: A company produced railway coaches and had only one 
product. To make each coach, the company needed to purchase $60 
of raw materials and components, and pay 6 laborers $40 each. Therefore, 
total variable cost for each coach was $300. Knowii^ that making a 
coach required spending $300, managers knew they couldn't sell below 
that price without losing money on each coach. Any price above $300
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Management of Resourcesbecame a contribution to the fixed costs of the company. If the fixed 
costs were, say, $1000 per month for rent, insurance and owner's 
salary, the company could therefore sell 5 coaches per .month for a 
total of $3000 (priced at $600 each), or 10 coaches for a total of $4500 
(priced at $450 each), and make a profit of $500 in both cases. NOTES

Standard Cost Accounting
In modern cost accounting, the concept of recording historical costs 
was taken further, by allocating the company's fixed costs over a 
given period of time to the items produced' during that period, ^d 
recording the result as the total cost of production. This allowed the 
full cost of products that were not sold in the period they were produced 
to be recorded in inventory using a variety of complex accounting ' 
methods, which was consistent with the principles of GAAP (Generally 
Accepted Accounting Principles). It also essentially enabled managers 
to ignore the fixed costs, and look at the results of each period in 
relation to the “standard cost" for any given product.
For example; if the railway coach company normally produced 40 
coaches per month, and the fixed costs were still $1000/month, then 
each coach could be said to incur an overhead of $25 ($1000/40). Adding 
this to the variable costs of $300 per coach produced a full cost of 
$325 per coach.
This method tended to slightly distort the resulting unit cost, but in 
mass-production industries that made one product line, and where 
the fixed costs were relatively low, the distortion was very minor. 
For example; if the railway coach company made 100 coaches one 
month, then the unit cost would become $310 per coach ($300 + ($1000/ 
100)). If the next month the company made 50 coaches, then the unit 
cost = $320 per coach ($300 + ($ 1000/50)), a relatively minor difference.
An important part of standard cost accounting is a variance analysis 
which breaks down the variation between actual cost and standard 
costs into various components (volume variation, material cost variation, 
labor cost variation, etc.,) so managers can understand why costs— 
were different from what was planned and take appropriate action to 
correct the situation.

Activity-Based Costing
Activity-Based Costing (ABC) is a system for assigning costs to products 
based on the activities they require. In this case, activities are those 
regular actions performed inside a company. ‘Talking with customer 
regarding invoice questions” is an example of an activity performed 
inside most companies.
Accountants assign 100% of each employee’s time to the different 
activities performed inside a company (many will use surveys to have
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the workers themselves assign their time to the different activities). 
The accountant then can determine the total cost spent on each activity 
by summing up the percentage of each worker's salary spent on that 
activity.
A company can use the resulting activity cost data to determine 
where to focus their operational improvements. For example, a job- 
based manufacturer may find that a high percentage of its workers 
are spending their time trying to figure out a hastily written customer 
order. Via ABC, the accountants now have a currency amount pegged 
to the activity of "Researching Customer Work Order Specifications". 
Senior management can now decide how much focus or money to 
budget for resolving this process deficiency. Activity-based management 
includes (but is not restricted to) the use of activity-based costing to 
manage a business.
While ABC may be able to pinpoint the cost of each activity and 
resources into the ultimate product, the process could be tedious, 
costly and subject to errors.
As it is a tool for a more accurate way of allocating fixed costs into 
product, these fixed costs do not vary according to each month's 

. production volume. For example, an elimination of one product would 
not eliminate the overhead or even direct labor cost assigned to it. 
ABC better identifies product costing in the long run, but may not 
be too helpful in day-to-day decision-making.

Management of Library 
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NOTES

Marginal Costing
This method is used particularly for short-term decision-making. Its 
principal tenets are:

• Revenue (per product) - Variable Costs (per product) = Contribution 
(per product)

• Total Contribution - Total Fixed Costs = Total Profit or (Total 
Loss)

Thus it does not attempt to allocate fixed costs in an arbitrary manner 
to different products. The short-term objective is to maximize contribution 
per unit. If constraints exist on resources, then Managerial Accounting 
dictates that marginal cost analysis be employed to maximize contribution 
per unit of the’ constrained resource (see Development of Throughput 
Accounting, above).

Target Costing
Target costing is a pricing method used by firms. It is defined as "a 
cost management tool for reducing the overall cost of a product over 
its entire life-cycle with the help of production, engineering, research 
and design". A target cost is the maximum amount of cost that can 
be incurred on a product and with it the firm can still earn the 
required profit margin from that product at a particular selling price.
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Management of ResourcesIn the traditional cost-plus pricing method materials, labor and overhead 
costs are measured and a desired profit is added to determine the 
selling price.

What is target costing ? ^
Target costing involves, setting a target cost by subtracting a desired 
profit margin from a competitive market price.
To compete effectively, organizations must continually redesign their 
products ( or services) in order to shorten product life cycles. The 
planning, development and design stage of a product is therefore 
critical to an organization's cost management process. Considering 
possible cost reduction at this stage of a product's life cycle (rather 
than during the production process) is now one of the most important 
issues facing management accountants in industry.
Here are some examples of decisions made at the design stage which 
impact on the cost of a product.

1. The number of different components
2. Whether the components are standard or not
3. The ease of changing over tools

Japanese companies have developed target costing as a response to 
the problem of controlling and reducing costs over the product life 
cycle.

NOTES

3.10 MARKETING OF INFORMATION SERVICES

Services marketing is marketing based on relationship and value. 
It may be used to market a service or a product.
Marketing a service-base business is different from marketing a goods- 
base business.
There are several major differences, including:

1. The buyer purchases are intangible
2. The service may be based on the reputation of a single person
3. It’s more difficult to compare the quality of similar services
4. The buyer cannot return the service.

The major difference in the education of services marketing versus 
regular marketing is that apart from the traditional “4 P’s,” Product, 
Price, Place, Promotion, there are three additional “P’s” consisting of 
People, Physical evidence, and Process. Service marketing also includes 
the service women referring to but not limited to the aesthetic appearance 
of the business from the outside, the inside, and the general appearance 
of the employees themselves. Service Marketing has been relatively 
gaining ground in the overall spectrum of educational marketing as
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developed economies move farther away from industrial importance 
to service oriented economies. What is marketing 7 Marketing is 
the flow of goods and services from the producer to consumer. It is 
based on relationship and value. In common parlance it is the distribution 
and sale of goods and services. Marketing can be differentiated as;

• Marketing of products
• Marketing of services.

Marketing includes the services of all those indulged may it be then 
the wholesaler retailer, Warehouse keeper, transport etc. In this 
modern age of competition marketing of a product or service plays • 
a key role. It is estimated that almost 50% of the price paid for a 
commodity goes to the marketing of the product in US. Marketing is 
now said to be a term which has no particular definition as the 
definitions change everyday.
“Managing the evidence” refers to the act of informing customers 
that the service encounter has been performed successfully. It is 
best done in subtle ways like providing examples or descriptions of 
good and poor service that can be used as a basis of comparison. The 
underl3dng rationale is that a customer might not appreciate the full 
worth of the service if they do not have a good benchmark for comparisons.
However, it is worth remembering that many of the concepts, as iwell 
as many of the specific techniques, will work equally well whether 
they are directed at products or services. In particular, developing 
a marketing strategy is much the same for products and services, in 
that it involves selecting target markets and formulating a marketing 
mix. Thus, Theodore Levitt suggested that “instead of talking of ‘goods’ 
and of 'services’, it is better to talk of ‘tangibles’ and “intangibles”. 
Levitt also went on to suggest that marketing a physical product is 
often more concerned with intangible aspects (frequently the 'product 
service' elements of the total package) than with its physical, sales 
after service is very important in service sector. Properties.' Charles 
Revson made a famous comment regarding the business of Revlon 
Inc.; “In the factory we make cosmetics. In the store we sell, hope.” 
Arguably, service industry marketing merely approaches the problems 
from the opposite end of the same spectrum.

Management of Library 
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Marketing of Information Services
Internet marketing, also rerferred to as i>marketing, web marketing, 
online marketing, or e-marketing, is the marketing of products, or, 
services over the Internet.
The Internet has brought media to a global audience. The interactive 
nature of Internet marketing, both, in terms of providing instant 
response and eliciting responses, is a unique quality of the medium. 
Internet marketing is sometimes considered to have a broader scope
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because it not only refers to, such as, the Internet, e-mail, and wireless 
media, but also it includes management of digital customer data and 
electronic customer relationship management (ECRM) systems.
Internet, marketing ties together creative and technical aspects of 
the Internet including design, development, advertising, and sales.

Business Models '
Internet marketing is associated with several business models:

• e-commerce — this is where goods are sold directly to consumers 
(B2C) or businesses (B2B)

• publishing — this is the sale of advertising
• lead-based websites — this is an organization that generates 

value by acquiring sales leads from its website
• affiliate marketing — this is process in which a product or 

service developed by one person is sold by other active seller 
for a share of profits. The owner of the product normally provide 
some marketing material ( sales letter, affiliate link, tracking 
facility).

There are. many other business models based on the specific needs of 
each person or the business that launches an Internet marketing 
campaign.

MafiagemeTil of Resources

NOTES

One-to-one Approach.
The targeted user is typically browsing the Internet alone therefore 
the marketing messages can reach them personally. This approach is 
used in search marketing, where the advertisements are based on 
search engine ke3words entered by the user.
And now with the advent of Web 2.0 tools, many users can interconnect 
as “peers.”

Appeal to Specific Interests
Internet marketing and geo marketing places an emphasis on marketing 
that appeals to a specific behaviour or interest, rather than reaching 
out to a broadly-defined demographic. “On and Off-line” marketers 
typically segment their markets according to age group, gender, geography, 
and other general factors. Marketers have the luxury of targeting by 
activity and geolocation. For example, a kayak company can post 
advertisements on kayaking and canoeing websites with the full knowledge 
that the audience has a related interest.
Internet marketing differs from magazine advertisements, where the 
goal is to appeal to the projected demographic of the periodical, but 
rather the advertiser has knowledge of the target audience—people 
who engage in certain activities {e.g., uploading pictures, contributing
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to blogs)'
certain group of people will be interested in its new product or
service.

Geo Targeting
Geo targeting (in internet marketing) and geo marketing are the 
methods of determining the geolocation (the physical location) of a 
website visitor with geolocation software, and delivering different 
content to that visitor based on his or her location, such as country, 
region/state, city, metro code/zip code, organization, Internet Protocol 
(IP) address, ISP or other criteria.

Different Content by Choice
A typical example for different content by choice in geo targeting is 
the FedEx website at FedEx.com where users have, the choice to 
select their country location first and are then presented with a 
different site or article content depending on their selection.

Automated Different Content
With automated different content in Internet marketing and geomarketir^, 
the delivery of different content based on the geograpHcal geolocation 
and other personal information is automated.

NOTES

Advantages
Internet marketing is relatively inexpensive when compared to the 
ratio of cost against the reach,.of the target audience. Companies can 
reach a wide audience for a small fraction of traditional advertising 
budgets. The nature of the medium allows consumers to research 
and purchase products and services at their own convenience. Therefore, 
businesses have the advantage of appealing to consumers in a medium 
that can bring results quickly. The strategy and overall effectiveness 
of marketing campaigns depend on business goals and Cost-Volume- 
Profit (CVP) analysis.
Internet marketers also have the advantage of measuring statistics 
easily and inexpensively. Nearly all aspects of an Internet marketing 
campaign can be traced, measured, and tested. The advertisers can 
use a variety of methods: pay per impression, pay per click, pay per 
play, or pay per action. Therefore, marketers can determine which 
messages or offerings are more appealing to the audience. The results 
of campaigns can be measured and tracked immediately because online 
marketing initiatives usually require users to click on an advertisement, 
visit a website, and perform a targeted action. Such measurement 
cannot be achieved through billboard advertising, where an individual 
will at best be interested, then decide to obtain more information at 
a later time.
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Management of ResourcesInternet marketing as of 2007 is growing faster than other types of 
media.Because exposure, response, and overall efficiency of Internet 
media are easier to track than traditional off-line media—through 
the use of web analytics for instance—Internet marketing can offer a 
greater sense of accountability for advertisers. Marketers and their 
clients are becoming aware of the need to measure the collaborative 
effects of marketing (i.e., how the Internet affects in-store sales) rather 
than siloing each advertising medium. The effects of multichannel 
marketing can be difficult to determine, but are an important part of 
ascertaining the value of media campaigns.

NOTES

3.11 LIMITATIONS

Internet marketing requires customers to use newer technologies rather 
than traditional media. Low-speed Internet connections are another 
barrier. If companies build large or overly-complicated websites, 
individuals connected to the Internet via dial-up connections or mobile 
devices experience significant delays in content delivery.
From the buyer’s perspective, the inability of shoppers to touch, smell, 
taste or “try on” tangible goods before making an online purchase can 
be limiting. However, there is an industry standard for e-commerce 
vendors to reassure customers by having liberal return policies as 
well as providing in-store pick-up services.
A survey of 410 marketing executives listed the following barriers to 
entry for large companies looking to market online; insufficient ability 
to measure impact, lack of internal capability, and difficulty convincing 
senior management.

Security Concerns «•
Information security is important both to companies and consumers 
that participate in online business. Many consumers are hesitant to 
purchase items over the Internet because they do not trust that their 
personal information will remain private. Encryption is the primary 
method for implementing privacy policies.
Recently some companies that do business online have been caught 
giving away or selling information about their customers. Several of 
these companies provide guarantees on their websites, claiming that 
customer information will remain private. Some companies that purchase 
customer information offer the option for individuals to have their 
information removed from the database, also known as opting out. 
However, many customers are unaware if and when their information 
is being shared, and are unable to stop the transfer of their information 

'between companies if such activity occurs.
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Another major security concern that consumers have with e-commerce 
merchants is whether or not they will receive exactly what they 
purchase. Online merchants have attempted to address this concern 
by investing in and building strong consumer brands (e.g., Amazon.com, 
eBay, Overstock.com), and by leveraging merchant/feedback rating 
systems and e-commerce bonding solutions. All of these solutions 
attempt to assure consumers that their transactions will be free of 
problems because the merchants can be trusted to proVide reliable 
products and services. Additionally, the major online pa5mient mechanisms 
(credit cards, PayPal, Google Checkout, etc.,) have also provided back
end buyer protection systems to address problems if they actually do 
occur.

NOTES

Broadband-Induced Trends
Online advertising techniques have been dramatically affected by 
technological advancements in the telecommunications industry. In 
fact, many firms are embracing a new paradigm that is shifting the 
focus of online advertising from simple text ads to rich multimedia 
experiences. As a result, advertisers can more effectively engage in 
and manage online branding campaigns, which seek to shape consumer 
attitudes and feelings towards specific products. The critical technological 
development fueling this paradigm shift is Broadband.
In March 200.5, roughly half of all American homes were equipped 
with broadband technology. By May 2008, broadband technologies 
had spread to more than 90% of all residential Internet connections 
in the United States. When one considers a Nielsen's study conducted 
in June 2008, which estimated the number of U.S. Internet users as 
220, 141, 969, one can calculate that there are presently about 199 ' 
million people in the United States utilizing broadband technologies 
to surf the Web.
As a result, all 199 million members of this burgeoning market have 
the ability to view TV-like advertisements with the click of a mouse. 
And to be sure, online advertisers are working feverishly to design 
rich multimedia content that will engender a “warm-fuzzy” feeling 
when viewed by their target audience. As connection speeds continue 
to increase, so will the frequency of online branding campaigns.
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SUMMARY

• Library science (or Library and Information science) is an 
interdisciplinary field that applies the practices, perspectives, 
and tools of management, information technology,, education, 
and other areas to libraries.

• Academic courses in library science typically include collection
management, information systems and technology, research 
methods, cataloging and classification, preservation, reference, 
statistics and management. ' ^

• Library science is constantly evolving, incorporating like database
management, information architecture and knowledge management, 
among others. ' ,

• Library collection development is the process of planning and 
acquiring a balanced collection of library materials of many 
formats, including books, periodicals, online resources, and other 
media.

• Electronic technologies and collection development are two of 
the top concerns in library and information science today.

• Budgetary control system is a comprehensive managerial technique 
of managing an enterprise.

• The budgetary control system is the mouthpiece of management; 
as budgets convey to people what jobs are assigned to them or 
what role they are supposed to play, in the organizational life.

• HRA is accoimting for people in an organization; which involves 
a measurement of costs incurred by an enterprise to recruit, 
select, hire and train human assets and a measurement of the 
economic value of people to the enterprise.

• Costs are measured in units of nominal currency by convention.
• Cost accounting has long been used to help managers understand 

the costs of running a business.
• Activity-based management includes (but is -not restricted to) 

the use of activity-based costing to manage a business.
• Services marketing is marketing based on relationship and 

value. It may be used to market a service or a product.
• Marketing includes the services of all those indulged may it be 

then the wholesaler retailer. Warehouse keeper, transport etc.
• Internet marketing, also referred to as i-marketing, web 

marketing, online marketing, or eMarketing, is the marketing 
of products, or, services over the Internet.

• "On and Off-line" marketers typically segment their markets 
accordii^ to age group, gender, geography, and other general factors.

NOTES
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1. What do you understand by collection management?
2. Discuss the role of library collection development in an electronic 

age.
' I *

3. Describe about inter-institutional cooperation.
4. Discuss two innovative concepts of comprehensive selection.
5. Explain the concepts of budget.
6. Define the non-budgetary control techniques.
7. Discuss modern techniques of controlling.
8. What are the advantages and limitations of controlling?
9. What are the various steps in PERT/CPM?

10. Discuss the merits and limitations of PERT/CPM.
11. Describe the origin of cost accounting.
12. Define standard cost accounting.
13. What is activity-based costing? Discuss it.
14. Write short notes on:

(а) Marginal Costing
(б) Target Costing

15. Explain about service marketing.
16. What is geo targeting?
17. What are the advantages and limitations of internet marketing?

1

18. Discuss about security concern.
19. Explain about Broad-band trends.
20. Discuss the various business models of internet marketing.

NOTES

FURTHER READINGS

• Library Science and Theories of Management, Manisha Dawra, 
Rajat, 2004

• Library Management : A Manual for Effective Management, 
Anil Kumar Dhiman and Yashoda Rani, Ess Ess Pub, 2004

• Handbook of Library Administrations, J.K. Khanna, Crest, 
2001

• Theories and Principles of Librarianship, R.S. Kochar and 
K.N. Sudarshan, APH, 2010
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Human Resource Management
UNIT IV: HUMAN RESOURCE 

MANAGEMENT
NOTES

★ STRUCTURE ★

4.0 Learning Objectives

4.1 Introduction

4.2 Human Resource Management—Meaning and Definition

4.3 Policy Goals of Human Resource Management

4.4 Characteristics of HRM

. 4.5 Aims of Human Resource Management

4.6 Functions of Human Resource Management

4.7 Importance of Human Resource Management

• Summary

• Review Questions

*

• Further Readings

4.0 LEARNING OBJECTIVES

After the completion of this unit, you should be able to:

• understand nature and scope of human resource management.

• describe importance of human resource management.

• summarize the various facets of human resource management.

4.1 INTRODUCTION

Central to all activities that are undertaken on planet earth from time 
immemorial has been man, and is central to all modern organizations. 
The advent of free economy, globalization and the advancements in 
Information Technology (IT) has transformed the world around us but 
it has further highlighted centrality of effective and efficient management 
of human resource. The purpose of all Human Resource Management 
(HRM) is to enable appropriate utilization of all human resource.

Self-Instructional Material 131



Management of Library 
and Information Centres

All activities of an organization are initiated and completed by the 
person who make up the organization. The effective utilization of 
human resources has assumed greater importance in the modern 
competitive environment where there is cost cutting, down sizing 
and induction of new technology to have that cutting edge to survive 
in the competitive world. The primary task thus is to attract, identify, 
induct, train, «provide career to competent human resource in their 
organization for improving productivity and functional efficiency. Manager 
manages four M’s—money, marketing, machines and men. It is needles 
to highlight that management of men is fundamental and central as 
all other subsystems are controlled and managed by men.

NOTES

Technology
Subsystem

1
Financial

Subsystem
Human Resource 

Management4 Marketing

I
Material

Subsystem

Fig. 1. Centrality of Human Resource

Management practice is characterized by power, the ability to influence 
other’s behaviour. By virtue of power that managers hold, the variations 
in organizational design, relations between managers and employees, 
and the Human Resource Management would be largely shaped by 
senior managers.

4.2 HUMAN RESOURCE MANAGEMENT—MEANING 
AND DEFINITION

Human Resource Management is defined as a strategic and coherent 
approach to the management of an organization’s most valued assets 
— the people working there who individually and collectively contribute 
to the achievement of its objectives.
Large numbers of authors have attempted to define human resources 
management.
Fisher et al., defines:
“Human resources management involves all management decisions 
and practices that affect or influence people or human resource, who 
works for the organization..”
CIPD defines human resources management:
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“As the design, implementation and maintenance of strategies to manage Human Resource Management 
people for optimum business performance including the development 
of policies and processes to support these strategies.”
G.T. Milkovich and Johri W. Bdudreau define it as:
“A series of integrated decisions that form the employment relationship; 
their quality contributes to the ability of the organizations and the 
employees to achieve their objectives.”
Cherrington (1995, p. 5) defines:
“Human resource management is responsible for how people are treated 
in organizations. It is responsible for bringing people into the organization, 
helping them perform their work, compensating them for their labors, 
and solving problems that arise.”
David A. Decenzo and Stephen P Robins define:
Human resource management is a process consisting of four functions 
—acquisition, development, motivation and maintenance of human 
resources.
Edward Flippo defines:
Personnel management is the planning, organizing, directing, and controlling 
of the procurement, development, compensation, integration, maintenance 
and separation of human resources to the end that individual, organizational 
and societal objectives are accomplished.
Storey (1989) believes that Human Resource Management can be regarded 
as a ‘set of interrelated policies with an ideological and philosophical 
underpinning’. He suggests four aspects that constitute the meaningful 
version of Human Resource Management.:

(а) a particular constellation of beliefs and assumptions;
(б) a strategic thrust informing decisions about people and management;
(c) the central involvement of line managers; and
(d) reliance upon a set of ‘levers’ to shape the employment relationship.

John Storey in HRM A Critical Text defines Hxunan Resource Management

NOTES

as:
'Human Resource Management is a distinctive approach to employment 
management which seeks to achieve competitive advantage through 
the strategic deployment of highly committed and capable workforce, 
using an integrated array of cultural, structural and personal techniques.’ 
As seen HRM is an amalgam of description, prescription, and logical 
deduction. It describes the beliefs and assumptions of certain leading^- 
edge practitioners. Human Resource Management is the organizational 
function that deals with issues related to people such as compensation, 
hiring, performance management, organization development, safety, 
wellness, benefits, employee motivation, communication,.administration.
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and training. Human resource management is strategic and deliberate 
approaches to the management as human are central to the system.
‘Storey (1989) has distinguished between hard and soft forms of Human 
Resource Management, typified by the Michigan and Harvard models 
respectively. ‘Hard’ Human Resource Management focuses on the resource 
side of human resources. It emphasizes costs in the form of‘headcounts’ 
and places control firmly in the hands of management. Their role is 
to manage numbers effectively, keeping the workforce closely matched 
with requirements in terms of both bodies and behaviour. ‘Soft’ Human 
Resource Management, on the other hand, stresses the ‘human’ aspects 
of HRM. Its concerns are with communication and motivation. People 
are led rather than managed. They are involved in determining and 
realizing strategic objectives.’
We will define Human Resource Management as:
‘The part of management process that specializes in the management 
of people (human resource) in an organization, practices to 
integrate them with corporate strategy to meet both efficiency 
and equity objectives.’

Management of Library 
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NOTES

Nature
The emergence of personnel management can be attributed to the 
work of the various authors who dealt the subject of- organization 
and attached great significance to the human factor. Management as 
stated above is concerned with both human and non-human resources. 
The nature of human resource management can brought out by the 
under mentioned:

Centrality of Human Resource. Human resource management 
is inherent in the management process. This function is performed 
by all managers in the organization. However, if a manager 
wants to get the best for the company, he should select, train 
and motivate the employees. It is the personnel who have to 
produce and give their best to ensure success of any enterprise.
Pervasive Function. Human resource management is all pervasive 
and is performed by all, managers, peers, colleagues and staff. 
In other words all employees from the top of the hierarchical 
pyramid to the lowest have to perform this function.
People Centered. Human resource management is personnel 
centered and is present in all organizations. It has assumed 
greater importance due globalization, workers moving from 
industry to services and the necessity to attract and retain 
the best knowledge worker.
Continuous Process. Human resource management is a continuous 
function. The human functions can’t be turned off and on like

(a)

(b)

(c)

(d)
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Human Resource Managementwater from any faucet (tap). It requires constant awareness 
and its importance in everyday functions if an individual has 
to perform at his optimum.

Storey (1989) has described divided human resource management in 
‘hard’ and ‘soft’ versions. The hard focuses on the quantitative and 
the strategic aspects of managing humans and treats humans as any 
other economic factor. It emphasizes the need for managing personnel 
to ensure that they contribute towards economic gains of the organization. 
The soft approach treats the employees as a means of realizing organization 
objectives through their commitment and by winning them over.

NOTES

Objective
The objective of all business is to earn wealth. It can deduce from it 
that the objective of human resource management is the proper utilization 
of all personnel of the organization in a manner that the production 
is maintained at its optimum. This is best achieved by having good 
working relationships among the individuals and the employees are 
able to attain their respective goals and development in the organization. 
Aims of Human Resource Management could be:

• Organizational Effectiveness. Floukes (March-April, 1975) 
in his article ‘The Expanding Role of the Personal Function,’ 
Harvard Business Review quotes, “For many years it has been 
said that capital is the bottleneck for a developing industry. I 
don’t think this any longer holds true. I think it is the workforce 
and the company’s inability to recruit and maintain a good 
workforce that does constitute the bottleneck for production. I 
don’t know of any major project backed by good ideas, vigour, 
and enthusiasm that has been stopped by shortage of cash. I do 
know of industries whose growth has been partly stopped or 
hampered because they can’t maintain an efficient and enthusiastic 
labour force, and I think this will hold true even more in future.”

• Human Capital Management. Human capital of an organization 
consists of people who work there and on whom the success of 
the business depends. Human capital has been defined by Bontis 
et al. as:
‘Human Capital represents the human factor in the organization; 
the combined intelligence, skills and expertise that gave the 
organization its distinctive character. The human elements of 
the organization are those that are capable of learning, changing, 
innovating and providing the creative thrust which if properly 
motivated can ensure the long-term survival of the organization.’

• Knowledge Management. Knowledge management is ‘any process 
or practice of creating, acquiring, capturing, sharing, and using
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knowledge, wherever it resides, to enhance learning and 
performance in organizations (Scarborough et al. 1999).-

• Employee Relation. TATA steel has had an uninterrupted 
record of 75 years where there has been strike at its plant. 
This has been possible due to the company’s philosophy' of 
Hnclusive growth* which has meant several initiatives that 
help employees directly—as well as communities that are impacted 
either directly or indirectly by Tata Steel. This has in turn 
brought about making it one of the favourite companies for 
young man seeking employment and for the workforce to give 
their optimum.

• Meeting Diverse Needs. The globalization has brought in 
diverse workforce, as also in past few years a very large numbers 
of women have joined the workforce especially in service sectors 
such as banking, insurance, BPOs etc. This has resulted in 
challenges for Human Resource Managers to meet the diverse 
needs. HR Managers need to evolve good diversity and inclusion 
strategies. Good Diversity and Inclusion strategies and tactics 
must be job-relevant, skills-speciflc, and assist team members 
in understanding current workforce.and marketplace realities. 
Organizations which tie diversity and inclusion to their business 
strategy increase performance, productivity and customer 
satisfaction.

• Bridging the Gap between Rhetoric and Reality. The research 
conducted by Gratton et al. (1999) found that there was generally 
a wide gap between the sort of rhetoric expressed above and

^reality. Management may start with good intentions to do some 
or all of these things but the realization of them- ‘theory in 
use’ — is often very difficult. This arises because of contextual 
and process problem; other business priorities, short-term, limited 
support from line managers, an inadequate infrastructure of 
supporting processes, lack of resources, resistance to change 
and lack of trust. Purcell et al. (2003) state that it is the front 
line managers who bring human resource policies to life, and 
act accordingly.

The specific objectives of human resource management could be stated 
to be to determine the requirement of personnel, attract and recruit 
the best talent, assist in the growth of an individual so that he contributes 
towards the organizational goals, retain an employee, ensure a career 
for an employee and develop policies so that employee and the company 
achieves their vision. The broad scope could be stated as:

• Advise management on human resource policies.
• Ensure organization has highly motivated and highly performing 

workforce.

NOTES
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Human Resource ManagementImplementing and maintaining all necessary human resource 
policies and procedures to enable the organizations to achieve 
its objectives.
Providing the support and conditions that will help line managers 
achieve their objectives.
Handling crises and difficult human relations situations to ensure 
that they do not get in the way of the organization achieving 
its objectives.
Acting as custodian of organization standards and values in 
the management of human resources.

NOTES

4.3 POLICY GOALS OF HUMAN RESOURCE 
MANAGEMENT

Caldwell (2004) has put down 12 policy goals of Human Resource 
Management:

(а) Managii^ people as assets that are fundamental to the competitive 
advantage of the organization.

(б) Aligning Human Resource Policy with business policies and 
corporate strategies.

(c) Developing a close fit for Human Resource policies, procedures 
and systems with one and another.

id) Creating a flatter and more flexible organization capable of 
responding more quickly to change.

(e) Encouraging teamworking and cooperation across internal 
organizational boundaries. •*

\
(/) Creating a strong - customer-first philosophy throughout the 

organization.
(g) Empowering the employees to manage their own self-development 

and learning.
(h) Developing the reward strategies designed to support a 

performance-driven culture.
(i) Improving employee involvement through better internal 

communication.
(/) Building greater employee commitment to the organization.
ik) Increasing line management responsibility for human resource 

policies.
(1) Developing the facilitating role of managers as enablers.
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Thus from above it can be deduced that major characteristics of HRM 
are:

NOTES Diverse;
Strategic with emphasis on integration;
Commitment oriented;
Based on belief that people should be treated as assets (human 
capital);
Unitarist rather than pluralist, individualistic rather than collective 
in its approach to employee relations;
A management driven activity—the delivery of Human Resource 
Management is a line management responsibility;
Focused on business.

4.5 AIMS OF HUMAN RESOURCE MANAGEMENT

Ulrich and Lake (1990) remarked that ‘Human Resource Management 
System can be the source of organizational capabilities that allow 
firms to learn and capitalize on new opportunities.’ HRM is specifically 
concerned with achieving objectives in the under mentioned.

Organizational Effectiveness
Cappelli and Cocker Hefter (1996) ‘Distinctive human resources practices 
shape the core competencies that determine how firms compete.’ 
HRM strategies aim at.supporting programmes for improving organizational 
effectiveness by developing policies in such areas as knowledge 
management, talent management and generally creating ‘a great place 
to work’. .This is the ‘big idea’ as described by Purcell et al. (2003), 
which consists of a ‘clear vision and a set of integrated values’.

Human Capital Management
The human capital in an organization consists of the people who 
work there and on whom the success of the business depends. Human 
capital has been defined by Bontis et al. (1999) as follows:
‘Human capital represents the human factor in the organization; the 
combined intelligence, skills and expertise that give the organization 
its distinctive character. The human elements of the organization are 
those that are capable of learning, changing, innovating and providing 
the creative thrust which if properly motivated can ensure the long
term survival of the organization.'
Human capital can be regarded as prime asset of an organization and 
businesses need to invest in this asset to ensure survival and maintain

1S8 Self-Instructional Material _



strategic advantage over it competitors. HRM aims at ensuring the Human Resource Management 
organization obtains and retains the skilled, committed and well- 
motivated workforce it needs.

Knowledge Management
Knowledge management is ‘ any process or practice of creating, acquiring, 
capturing, sharing and using knowledge, wherever it resides, to enhance 
learning and performance in organizations.’(Scarborough et al. 1999). 
HRM aims to support and development of firm-specific knowledge 
and skills that are the result of organizational learning processes.

NOTES

Reward Management
HRM aims to enhance motivation, job engagement and commitment, 
by introducing policies and processes that ensure that people are 
valued and rewarded for what they do and achieve and for the levels 
of skills and competency they reach.

Employee Relation
This aims at creating a climate in which productivity and harmonious 
relations can be maintained through partnerships between management 
and employees and their trade unions. Credibility of the manager is 
the essence in this relationship.

4.6 FUNCTIONS OF HUMAN RESOURCE 
MANAGEMENT

, To carry out human resource management functions usually the 
organizations establishes human resource department headed by Human 
Resource or Personnel Manager. The department plays a prominent 
role in maintainii^ the best organizational culture and provides assistance 
to all other departments on personnel matters. The main functions of 
human resource management could be classified as:

(а) Resource Acquisition.
(б) Resource Management.
(c) Resource Disposal.

/
4.7 IMPORTANCE OF HUMAN RESOURCE 

MANAGEMENT
Human resource management is important because no manager would 
like to:
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and Information Centres (a) Hire a wrong person.

Experience high turnover.
People not motivated enough to work at their optimum. 
Company taken to court for discriminatory actions.
Employees think they are being discrimina'ted and are not 
compensated adequately.
Allow lack of training undermine department’s effectiveness. 
Commit an unfair labour practice.

(6)
(c)
id)NOTES
(e)

if)
ig)

SUMMARY

“A series of integrated decisions that form the employment 
relationship; their quality contributes to the ability of the 
organizations and the employees to achieve their objectives.” 

“Human resource management is responsible for how people 
are treated in organizations. It is responsible for bringing people 
into the organization, helping them perform their work, 
compensating them for their labors, and solving problems that 
arise.”

‘The part of management process that specializes in the 
management of people (human resource) in an organization, 
practices to integrate them with corporate strategy to meet 
both efficiency and equity objectives.’
Human resource management is inherent in the management 
process. This function is performed by all managers in the 
organization.
Human resource management is all pervasive and is performed 
by all, managers, peers, colleagues and staff.
Human resource management is personnel centered and is 
present in all organizations. It has assumed greater importance 
due globalization.
Human resource management is a continuous function.

REVIEW QUESTIONS

1. Define human resource management and discuss its nature 
and scope.

2. Explain what HR management is and how it relates to the 
management process?
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Human Resource Managemem3. Describe the scope of human resource management.
4. Give examples of how HR management concepts and techniques 

can be used by all managers.
5. “A manager should pay adequate attention towards human 

relations”. Explain. NOTES

FURTHER READINGS

• Library Science and Theories of Management, Manisha Dawra, 
Rajat, 2004

• Library Management : A Manual for Effective Management, 
Anil Kumar Dhiman and Yashoda Rani, Ess Ess Pub, 2004

• Handbook, of Library Administrations, J.K. Khanna, Crest, 
- 2001

• Theories and Principles of Librarianship, R.S. Kochar and 
K.N. Sudarshan, APH, 2010
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PLANNING
NOTES

* STRUCTUKE ★

Learning Objectives 

Introduction

6.0

5.1

Human Resource Planning 

Human Resource Utilization

5.2

5.3

Role of Communication5.4

Organizational Communication

Summary

Review Questions

5.5

Further Readings

5.0 LEARNING OBJECTIVES

After the completion of this unit, you should be able to:
understand the nature and importance of HR planning, 
objectives of human resource planning, 
purpose and scope of human resource planning, 
identify and describe the factors affecting personnel planning, 
identify the employee planning process, delineate different stages 
in the process and describe each step.
identify prerequisites for successful planning and list the various 
barriers which render planning ineffective.
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Human Resource Planning5.1 INTRODUCTION

Human Resource Planning is the first component of human resource 
management strategy and is all about the deployment of the human 
resources (capital) where it is called for in the organization. All other 
functional hmnan resource activities are derived from and fiow out of 
the human resource planning process. It has its basics in consideration 
of future human resource requirements in light of present human 
resources capabilities and capacities. Human resource plan is a systematic 
process of matching the interests, skills and talents of individual 
community members or employees of an organization with long-term 
goals and economic/business opportunities in the community and 
organization. Human resource planning is proactive and anticipates 
and prepares flexible response to changir^ human resources requirements. 
Matching the requirements of the job with the individual is important 
at all stages, including the recruitment procedures, in this endeavour. 
Human resource plan facilitates the realization; it has both an internal 
and external focus.

NOTES

5.2 HUMAN RESOURCE PLANNING

E.W. Vetter viewed human resource planning as ‘a process by which 
an organization should move from its current manpower position to 
its desired manpower position. Through planning management strives 
to have the right number and the right trend kind of people at the 
right place at the right time, doing things which result in both the 
organization and the individual receiving maximum long-term benefit.’
Manpower or human resource planning nima at ascertaining the manpower 
needs of the organization both in right number and kind. Human 
resource planning is a futuristic form of assessment. In human resource 
planning assessment is made of future requirements, organizational 
objectives, production schedules and demand fluctuations. The human 
resource planning is an integral part of the overall corporate strategy.
Wickstorm has stated that human resource planning consists of series 
of activities:

(a) Forecasting future human resource requirements.
Making an inventory of present human resource and assessing 
the extent to which these resource have been optimally employed. 
Anticipate human resource problems by comparing the present 
resource with the future requirements; and determine it adequacy 
both qualitatively and quantitatively.
Planning the necessary program for selection, training and 
development, utilization, transfer, promotion, motivation and 
compensation.

(6)

(c)

id)
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Definition

Human resource planning is a process by which the management of 
an organization determines its future human resource requirements 
and how the existing human resources can be effectively utilized to 
fulfill these requirements. In the process of human resource planning, 
the management strives to have the appropriate number and appropriate 
kind of people at the appropriate place. It involves matching the 
appropriate kind of people at appropriate place and at appropriate 
time. It is a system of matching the supply of existing people with 
openings or opportunities the organizational expectation over given 
period of time. T.L. Leap and Michael D. Crino (1990) have defined 
human resource planning as:
'... Includes the estimation of how many qualified people are necessary 
to carry out the assigned activities, how many people will be available, 
and what, if anything, must be done to ensure that personnel supply 
equals personnel demand at the appropriate point in the future.'
David A. Decenzo and Stephen P Robbins (1989) states:
Specifically, human resource planning is the process by which an 
organization ensures that it has right number and kind of people, at 
the right place, at the right time, capable of effectively and efficiently 
completing those tasks that will help the organization achieve its overall 
objectives. Human resource planning translates the organization’s objectives 
and plans into the number of workers needed to meet those objectives. 
Without a clear-cut planning, estimation of an organization’s human 
resource need is reduced to mere guess work.
Cole man defined human resource planning as:
‘the process of determining human resource requirements and the means 
of meeting those requirements in order to carry out the integrated 
plan of the organization. ’

NOTES

Purpose and Scope of Human Resource Planning
Effective planning enables management to craft its own future, at 
least to some degree, rather than merely reacting to external events 
without a coherent motivating force for corporate actions. Management 
sets objectives and charts a course of action so as to be proactive 
rather than reactive to the dynamics of the business environment. 
The assumption, of course, is that through its continuous guidance 
management can enhance the future state of the business. The basic 
purpose of human resource plan is to have accurate information'of 
the number of employees required with the matching skills to meet 
the organizational goals.
The objectives of human resource planning could be summarized as: 

(a) Ensure optimum utilization of existing human resources.
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(6) Forecasting human resource requirements including assessing 
or forecasting future skill requirements for the accomplishment 
of the organizations overall objective.

(c) Effective management of change to cope with changes in market 
condition, technology products and government regulations in 
an effective way.

id) To provide control measure to ensure availability of necessary 
human resources when required.

(e) Human resource planning is required for realizing organizational 
goals.

(f) To control cost of human resource.
(g) To formulate transfer and promotion policy.

The scope of human resource planning can be deduced from Leon C. 
Megginson statement in which he states that:
‘Human resource planning is an integrated approach to perform the 
planning aspect of the personnel function in 'order to have sufficient 

, supply of adequately developed and motivated people to perform the 
duties and tasks required to meet organizational objectives and satisfy 
the individual needs and goals of organizational members.’
The scope thus could be:

(o) Analyzing the current human resource with the organization. 
(6) Assessing the utilization of current manpower.
(c) Reduction/downsizing of rbanpower.
id) Analyzing the requirement of manpower in view of expansion, 

retirement and skill up-gradation in the light of company strategy 
and technological changes.
Making plans to attract and procure manpower. 

if) Designing training programme.
(g) Evolving policies to retain manpower.

Human Resource Planning

NOTES

(c)

Need and Importance of Human Resource Planning
The benefits of human resource planning is two fold.

(a) • To participate in the decision process by providing information 
and opinion on each option. This forms part of the information 
collated from the organization as a whole including:

• Redundancy of recruitment costs 

• • Consequences on morale.
• Redeployment/outplacement of opportunities.
• Availability of skilled staff in the organization.
• Availability of suitable people in the market.
• Time constraints.
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• Development and training schedule needs
• Management requirements.

(6) To support the managers dealing with the people consequences 
of implementing the decision. Information gathered forms the 
basis of human resource plan.

The systematic manpower planning is an important tool of human 
resource management and provides the benefits such as:

• It helps in reduced labour costs as it helps in anticipating the 
requirement of manpower and the types of skills required by 
each employee.

• It helps in anticipating imbalances in manpower by the way of 
shortages and surpluses.

• It is a better basis for planning training and development by 
identifying skill gaps. The training programmes can be made 
more effective.

• Leads to improvement in business planning process.
• Helps in formulating managerial succession plan.
• It serves as a tool to evaluate the effect of alternative manpower 

actions and policies.

NOTES

Key Aspects of Human Resource Planning
A human resource plan is a^ systematic and part of conscious planned 
process rather than something that happens almost by accident. It is 
a continuing process and does not stop as the environment and personnel 
behaviour constantly change;''so does technology and market demands. 
It is both short-term and long-term with emphasis on the need to 
plan for longer term for survival and growth of the enterprise. For 
optimum benefit the human resource plan should be fully integrated 
with corporate planning process. Resource requirement need to be 
assessed in both qualitative and quantitative terms. The level of resovnces 
will depend on what can be afforded but the quantum should be at 
the level required for organisational effectiveness.
Stainer recommends nine strategies for human resource planners:

1. Collect, maintain and interpret information. The information 
must be relevant and one that impinges on the ability of the 
enterprise to employ human resource strategies.

2. Should report periodically human resource objectives and 
requirements. Analyze the skills with existing employees.

3. Should develop techniques and procedures to determine the 
different types human skills and abilities required over a period 
of time to meet organizational goals.
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Develop measures for utilization of human resources available 
as component of forecasts of human resources requirements 
along with validation.
Adopt techniques leading to more effective utilization of human 
resource by effective allocation of work.
Conduct research to determine factors hampering effective 
contribution of individual and groups to the organization with 
a view to modifying or removing these handicaps.
Develop and employ methods of economic assessment of human 
resources to reflect its featiires as income generators. Costs 
the human resource accordingly to improve decision process 
and decisions affecting it.
Should periodically evaluate the procurement, promotion and 
retention of employees.
Analyze the dynmnic process of recruitment, promotion, and 
loss to the organization of human resources. Thereafter take 
action to control the attrition with a view to maximizing the 
individual and group performance without involving high costs.

Human resource planning is carried out at all levels commencing 
from government which looks after the national level planning to 
home, society and an individual.

Human Resource Planning4.

6.
NOTES

6.

7.

8.

9.

Steps in the Planning Process
The planning process is directly related to organizational considerations, 
management style, maturity of the organization, and employee 
professionalism. These factors vary among industries and even among 
similar companies. Yet all management, when applying a scientific 
method to planning, perform similar steps. The time spent on each 
step will vary by company. Completion of each step, however, is prerequisite 
to successful planning. The main steps are:

• Conducting a self-audit to determine capabilities and unique 
qualities

• Evaluating the business environment for possible risks and 
rewards

• Setting objectives that give direction
• Establishing goals that quantify objectives and time-frames
• Forecasting market conditions that affect goals and objectives
• Stating actions and resources needed to accomplish goals
• Evaluating proposed actions and select!:^ the most appropriate
• Institutii^ procedimes to control the implementation and execution 

of the plan.
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The human resource process follows the strategic plan mentioned 
above. The process commences when a firm or an organization carries 
out self-assessment/audit. There is a need for sohd understanding 
of'the organizational priorities and the business planning cycle. Then 
the human resource plan is aligned.with business goals. This carried 
out by asking the question:

• What are the key commitment and priorities of the concern? 
Including any new commitment made?

• What are the departments’ current and long-term business 
priorities?

Manpower planning is a continuous process as shown in the following 
figure. The manager responsible for human resource planning essentially 
involves fore^casting personnel needs, assessing personnel supply and 
matching demand-supply factors through personnel-related programmes. 
Demand refers to the number and characteristics (c.g., skills, capabilities, 
abilities, pay levels, experience etc.) of people needed for a particular 
job at a given point of time and at a particular place. Supply in 
human resource refers to both the numbers and characteristics of 
people available for those particular jobs.

NOTES

HUMAN RESOURCE PROCESS

Conducting self-audit 
The strategic direction and 

outcomes that the organization 
seeks to achieve

Evaluating the environment

Appraisal of HRP—Measuring the 
organizations progress towards Its 

desired outcomes and adjusting 
the system accordingly

Setting objectives 
in given direction

*

Training and Development 
Developing and reinforcing 

competence and performance 
in individual, groups and teams 

in the organizations total workforce

Demand and supply forecasting 
Det^ing the numbers and 

competence of personnel the 
organization requires

Determining net 
requirement of

Employment Programme

Redeployment and 
redundancy
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Environmental scanning is the phase which is carried out immediately 
after the business plan is made. Manager’s carryout assessment of 
several factors but essentially analysis is done of economic factors, 
regional conditions impinging on the employment scenario, legal, 
technological, demographic, political and social conditions. After carrying 
out environmental scanning the planner establishes the objectives 
based on business strategy. A.F. Sikula states that ‘the ultimate purpose 
of manpower planning is to relate future human resources to future 
enterprise need so as to maximize the future return on investment in 
human resources.’ The planner thereafter carries out analysis of current 
manpower inventory. Analysis involves determining the function, 
occupation, levels of skills or qualifications required to fill each positions. 
Projection for manpower requirements of managers and supervisors 
is complex because required talent is not available at short notice. 
The planner thereafter carries out demand forecasting. The demand 
forecasting techniques are discussed subsequently in this chapter. 
The major factors considered in demand forecasting are the employment 
trends (determined by analyzing the past trends of each group and 
departments); replacement needs (based on trends in retirement, sickness 
etc), productivity, growth needs, absenteeism etc. The planner thereafter 
carries out the analysis of availability of personnel to fill the vacancies 
anticipated. This is carried out by tapping both internal and external 
sources. The internal source of supply is determined carrying out 
internal human resource audit. This facilitates redeployment and 
redundancy of employees to optimize performance.
The planner then determines the total requirements and creates an 
employment programme to attract and recruit personnel from external 
environment. At the same time the planner also carries out planning 
for training of personnel employed to improve their skills to ensure 
availability of personnel from within the organization.

Human Resource Planning

NOTES

Benefits of Human Resource Planning
Manpower planning is an, important tool in the hand of management 
to accomplish the organizational goals and objectives. Human resource 
planning assists the management;

(а) It checks the corporate plan as it carries out assessment of the 
environment for the availability of the personnel with necessary 
skills to implement the plan.

(б) The human resource plan offsets any uncertainty that may be 
lurking in the mind of the management as to the efficacy of the 
business plan and strategy.

(c) Human resource planning assists in employee development that 
is designed to make optimum use of workers skills within the 
organization.

Self-Instructional Material 149



(d) It helps management to foresee changes in values, aptitude 
and attitude of the workforce.

(e) Assists in identifying gaps in the existing workforce and evolves 
measure to overcome the same.

(/■) Maintain the costs of workforce by anticipating salaries and 
other benefits.

(.g) Ensure law of the land is enforced and .no legal issues are 
raised.

Management of Library 
and Information Centres

NOTES

Limitations of Human Resource Planning
The human resource planning like all planning has its own limitations, 

(o). Problem of accuracy. The workforce behaviour is linked to 
many factors and it is next to impossible to predict it in future 
terms. Changing trends as being observed today have brought 
in a revolutionary shift in work plans.

(6) Lack of Understanding of the rationale of Planning. It has 
been observed that managers and planners do not fully understand 
the rationale or purpose of human resource planning especially 
in India where there is a large labour force available in the 
market although may not posses the necessary skills.

(c) Insufficient Support from the Hierarchy. Usually the human - 
resourced planners are not given the type of support reqiiired 
for implementing the human resource plan. It is mandatory 
for the success of the plan that the top management directly' 
gets involved to ensure success of planning. In the long run 
the human resource are the key for success of the company 
and are its key capital which needs to properly harnessed and 
maintained.

6.3 HUMAN RESOURCE UTH^IZATION

Last phase of hiunan resource planning involves efficient utilization 
of organizations’ existing human resources. Effective utilization of 
h\unan resources is determined by:

(а) Human resources in an oi^anization are placed in a manner 
that to ensure optimum allocation.

(б) Human resource utilization involves achieving optimum and 
efficient utilization to optimize productivity.

There are two methods for assessing human resource utilization.
(a) Manning Ratio. It is based on-the relationship between the 

number of people employed in an organization and a specified 
amount/number of productivity. The manning ratio helps in
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Human Resource Planningidentifying the extent of problem in production due manpower 
problems; however, it does not pinpoint the cause of under
utilization or poor productivity.

(b) Work Study Method. By this method the planners carryout 
detailed observation and collect data on the method of operations/ 
functioning to ascertain how the employees spend their time 
during work hours.

The study of manpower utilization helps in optimum utilization as 
three vital questions are answered.

(а) Is the organization str’acture suitable and most efficient?
(б) Have the job requirements being met?
(c) What are the numbers of personnel required to carryout the 

functions?
All the three factors stated above are within the preview of the 
nianagement and can be fulfilled to get the best from the employees.

NOTES

6.4 ROLE OF COMMUNICATION
(

The field traces its lineage through business information, business 
' communication, and early mass communication studies published in 
the 1930s through the 1950s. Until then, organizational communication 
as a discipline consisted of a few professors within speech departments 
who had a particular interest in speaking and writing in business 
settings. The current field is well-established with its own theories 
and empirical concerns distinct from other communication subfields 
and other approaches to organizations.
Several seminal publications stand out as works broadening the scope 
and recognizing the importance of communication in the organizing 
process, and in using the term “organizational communication”. Nobel 
Laureate Herbert Simon wrote in 1947 about “organization communications 
systems”, saying communication is “absolutely essential to organizations”.
In -the 1950s, organizational communication focused largely on the 
role of communication in improving organizational life and organizational 
output. In the 1980s, the field turned away from a business-oriented 
approach to communication and became concerned more with the 
constitutive role of communication in organizing. In the 1990s, critical 
theory influence on the field was felt as organizational communication 
scholars focused more on communication’s possibilities to oppress 
and liberate organizational members.
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, Organizational communication is a subfield of the larger discipline 
of communication studies. Organizational communication, as a field, 
is the consideration, analysis, and criticism of the role of communication • 
in organizational contexts.

NOTES

Commumcation Networks
Networks are another aspect of direction and flow of communication. 
Bavelas has shown that communication patterns, or networks, influence 
groups in several important ways. Communication networks may affect 
the group’s completion of the assigned task on time, the position of 
the de facto leader in the group, or they may affect the group members’ 
satisfaction from occupying certain po'sitions in the network. Although 
these findings are based on laboratory experiments, they have important 
implications for the dynamics of communication in formal organizations. '
There are several patterns of communication:

• “Chain”,
• “Wheel”.

“Star”.
• “All-Channel” network,
• “Circle”

The Chain can readily be seen to represent the hierarchical pattern 
that characterizes strictly formal information flow, “from the t(^ 
down,” in military and some types of business organizations. The 
Wheel can be compared with a typical autocratic organization, meaning 
one-man rule and limited employee participation. The Star is similar 
to the basic formal structure of many organizations. The All-Channel 
network, which is an elaboration of Bavelas’s Circle used by Guetzkow, 
is analogous to the free flow of communication in a group that encourages 
all of its members to become involved in group decision processes. 
The All-Channel network may also be compared to some of the informal 
communication networks.
If it’s assumed that messages may move in both directions between 
stations in the networks, it ’is easy to see that some individuals 
occupy key positions with regard to the number of messages they 
handle and the degree to which they exercise control over the flow 
of information. For example, the person represented by the central 
dot in the “Star” handles all messages in the group. In contrast, 
individuals who occupy stations at the edges of the pattern handle 
fewer messages and have little or no. control over the flow of 
information."niese “peripheral” individuals can communicate with only

• '

152 Seif-lnstf'ucticnal Afaterial



/

Human Resource Planningone or two other persons and must depend entirely on others to relay
their messages if the/ wish to extend their range.

/
In reporting the results of experiments involving the Circle, Wheel, 
and Star configuration, Bavelas came to the following tentative conclusions. • 
In patterns with /positions located centrally, such as the Wheel and 
the Star, an organization quickly develops around the people occupying 
these central positions. In such patterns, the organization is more 
stable and errors in performance are lower than in patterns having 
a lower degree of centrality, such as the Circle. However, he also 
foxmd that the morale of members in high centrality, patterns is relatively 
low. Bavelas speculated that this lower morale could, in the long run, 
lower the accuracy and speed of such networks.
In problem solving requiring the pooling of data and judgements, or 
“insight,” Bavelas su^ested that the ability to evaluate partial results, 
to look at alternatives, and to restructure problems fell off rapidly 
when one person was able to assume a more central (that is, more 
controlling) position in the information flow. For example, insight 
into a problem requiring change would be less in the Wheel and the 
Star than in the Circle or the Chain because of the “bottlenecking” 
effect of data control by central members.
It may be concluded from these laboratory resvilts that the structure 
of communications within an organization vidll have a significant influence 
on the accuracy of decisions, the speed with which they can be reached, 
and the satisfaction of the people involved. Consequently, in networks 
in which the responsibility for initiating and passing along messages 
is shared more evenly among the members', the better the group’s 
morale in the long run.

NOTES

Direction of Communication
If it’s considered formal communications as they occur in traditional 
military oi^anizations, messages have a “one-way" directional characteristic. 
In the military organization, the formal communication proceeds from 
superior to subordinate, and its content is presumably clear because 
it originates at a higher level of expertise and experience. Military 
communications also carry the additional assumption that the superior 
is responsible for making his communication clear and understandable 
to his subordinates. This type of organization assumes that there is 
little need for two-way exchanges between organizational levels except 
as they are initiated by a higher level. Because messages from superiors 
are considered to be more important than those from subordinates, 
the implicit rule is that communication channels, except for prescribed 
information flows, should not be cluttered by messages from subordinates 
but should remain open and free for messages moving down the chain 
of command. “Juniors should be seen and not heard,” is still an xmwritten, 
if not explicit, law of military protocol.
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Vestiges of one-way flows of communication still exist in many formal 
organizations outside the military, and for many of the same reasons 
as described above. Although management recognizes that prescribed 
information must flow both downward and upward, managers may 
not always be convinced that two-wayness should be encouraged. 
For example, to what extent is a subordinate free to communicate to 
his superior that he understands or does not understand a message? 
Is it possible for him to question the superior, ask for, clarification, 
suggest modifications to instructions he has received, or transmit 
unsolicited messages to his superior, which are not prescribed by 
the rules? To what extent does the one-way rule of direction affect 
the efficiency of communication in the organization, in addition to 
the morale and motivation of subordinates?
These are not merely procedural matters but include questions about 
the organizational climate, pr psychological atmosphere in which 
communication takes place. Harold Leavitt has suggested a simple 
experiment that helps answer some of these questions. A group is 
assigned the task of re-creating on paper a set of rectangular figures, 
first as they are described by the leader under one-way conditions, 
and second as they are described by the leader under two-way conditions.(A 
different configuration of rectangles is used in the second trial.) In 
the one-way trial, the leader’s back is turned to the group. He describes^ 
the rectangles as he sees them. No one in the group is allowed to ask 
questions and no one may indicate by any audible or visible sign his 
understanding or his frustration as he attempts to follow the leader’s 
directions. In the two-way trial, the leader faces the group. In this 
case, the group may ask for clarifications on his description of the 
rectangles and he cannot only see but also can feel and respond to 
the emotional reactions of group members as they try to re-create 
his instructions on paper.
On the basis of a nmnber of experimental trials similar to the one 
described above, Leavitt formed these conclusions:

One-way communication is faster than two-way communication.
Two-way communication is more accurate than one-way 
communication.
Receivers are more sure of themselves and make more correct 
judgments of how right or wrong they are in the two-way system.
The sender feels psychologically under attack in the two-way 
system, because his receivers pick up his mistakes and oversights 
and point them out to him.
The two-way method is relatively noisier and looks more 
disorderly. The one-way method, on the other hand, appears 
neat and efficient to an outside observer.

NOTES

1.

2.

3.

4.

5.
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Human Resource PlanningThus, if speed is necessary, if a businesslike appearance is important, 
if a manager does not want his mistakes recognized, and if he wants 
to protect his power, then one-way communication seems preferable. 
In contrast, if the manager wants to get his message across, or if he 
is concerned about his receivers’ feeling that they are participating 
and are making a contribution, the two-way system is better.

NOTES

Interpersonal Communication
Another facet of communication in the organization is the process of 
face-to-face, interpersonal communication, between individuals. Such 
communication may take several forms. Messages may be verbal (that 
is, expressed in words), or they may not involve words at all but 
consist of gestures, facial expressions, and certain postures (“body 

'language”). Nonverbal messages may even stem from silence.
Ideally, the meanings sent are the meanings received. This is most 
often the case when the messages concern something that can be 
verified objectively. For example, “This piece of pipe fits the threads 
on the coupling.” In this case, the receiver of the mesfeage can check 
the sender’s words by actual trial, if necessary. However, when the 
sender’s words describe a feeling or an opinion about something that 
cannot be checked objectively, meamngs can, be very xmclear. “This 
work is too hard” or “Watergate was politically justified” are examples 
of opinions or feelings that cannot be verified. Thus they are subject 
to interpretation and hence to distorted meaningsj The receiver’s 
background of experience and learning may differ enough from that 
of the sender to cause significantly different perceptions and evaluations 
of the topic under discussion. As we shall see later, such differences 
form a basic barrier to communication.
Nonverbal content always accompanies the verbal content of messages. 
This is reasonably clear in the case of face-to-face communication. As 
Virginia Satir has poinfed out, people cannot help but communicate 
symbolically (for example, through their clothing or possessions) or 
through some form of body language. In messages that are conveyed 
by the telephone, a messenger, or a letter, the situation or context in ' 
which the message is sent becomes part of its nonverbal content. For 
example, if the company has been losing mohey, and in a letter to the 
production division, the front office orderd a reorganization of the 
shipping and receiving departments, this could be construed to mean 
that some people were going to lose their jobs—unless it were made 
explicitly clear that this would not occur.
A number of variables influence the effectiveness of communication. 
Some are found in the environment in which communication takes 
place, some in the personalities of the sender and the receiver, and 
some in the relationship that exists' between sender and receiver.
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These different variables suggest some of the difGculties of communicating 
with understanding between two people. The sender wants to formulate 
ah idea and communicate it to the receiver. This desire to communicate 
may arise from his thoughts or feelings or it may have been triggered 
by something in the environment. The communication may also be 
influenced or distorted by the relationship between the sender and 
the receiver, such as status differences, a staff-line relationship, or 
a learner-teacher relationship.
Whatever its origin, information travels through a series of filters, 
both in the sender and in the receiver, before the idea can be transmitted 
and re-created in. the receiver’s mind. Physical capacities to see, 
hear, smell, taste, and touch vary between people, so that the image 
of reality may be distorted even before the mind goes to work. In 
addition to physical or sense filters, cognitive filters, or the way in 
which an individual’s mind interprets the world around him, will 
influence his assumptions and feelings. These filters will determine 
what the sender of a message says, how he says it, and with what 
purpose. Filters are present also in the receiver, creating a double 
complexity that once led Robert Louis Stevenson to say that human 
communication is “doubly relative”. It takes one person to say something 
and another to decide what he said.
Physical and cognitive, including semantic filters (which decide the 
meaning of words) combine to form a part of our memory system that 
helps us respond to reality. In this sense, March and Simon compare 
a person to a data processing system. Behavior results from an interaction 
between a person’s internal state and environmental stimuli. What 
we have learned through past experience becomes an inventory, or 
data bank, consisting of values or goals, sets of expectations and 
preconceptions about the consequences of acting one way or another, 
and a variety of possible ways of responding to the situation. This 
memory system determines what things we will notice and respond 
to in the environment. At the same time, stimuli in the environment ' 
help to determine what pents of the memory system will be activated. 
Hence, the memory and the enviromnent form an interactive system 
that causes our behavior. As this interactive system responds to new 
experiences, new learnings occur which feedback into memory and 
gradually change its content. This process is how people adapt to a 
changing world.

NOTES
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SUMMARY

• Human resource planning is a process by which the management 
of an organization determines its future human resource 
requirements and how the existing human resources can be 
effectively utilized to fulfill these requirements.

• The basic purpose of human resource plan is to have accurate 
information of tiie number of employees required with the matching 
skills to meet the organizational goals.

• ‘Human resource planning is an integrated approach to performing 
the planning aspect of the personnel function in order to have 
sufficient supply of adequately developed and motivated people 
to perform the duties^and tasks required to meet organizational 
objectives and satisfy the individual needs and goals of organizational 
members.’

y'

• A human resource plan is a systematic and part of conscious 
planned process rather than something that happens almost by 
accident.

• Environmental scanning is the phase which is carried out ' 
immediately after the business plan is made.

• Organizational communication is a subfield of the larger discipline 
of communication studies.

• Communication networks may affect the group’s completion of 
the assigned task on time, the position of the de facto leader 
in the group, or they may affect the group members’ satisfaction 
from occupying certain positions in the'^network.

• The Chain can readily be seen to represent the hierarchical 
pattern that characterizes strictly formal information flow, “from ^ 
the top down,” in military and some types of business organizations.

NOTES

REVIEW QUESTIONS
•

1. What do you understand by human resource planning?
2. ‘Human resource planning is a pre-requisite for effective 

management of human resources.’ In the light of the statement 
analyse the significance of human'resource planning.

3. Explain the concept of manpower planning. How is manpower 
planning carried at various levels in the enterprise?

4. Explain the steps in human resource plarming process.
5. Discuss 'the problems in human resource planning. How can 

you plan for human resource requirements in an effective manner?
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6. What do you mean by communication network?
7. What dp you understand by direction of communication?
8. Explain about several patterns of communication.
9. Describe about interpersonal communication.

10. Define Organizational Conmiunication System.
NOTES
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