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Introduction
In order to make good employment choices and perform well in a career, you must have a fundamental understanding of the nature of organizations in the new workplace. This course of lectures provides a first look at some of the critical survival skills that you should acquire to work well in the organizations of today and tomorrow.
Management is a vital aspect of the economic life of man, which is an organized group activity. The productive resources – material, labour, capital etc. are entrusted to the organizing skill, administrative ability and enterprising initiative of the management.  Thus, management provides leadership to a business enterprise. Without able managers and effective managerial leadership the resources of production remain merely resources and never become production. Under competitive economy and ever changing environment the quality and performance of managers determine both the survival as well as success of any business enterprise. Management occupies such an important place in the modern world that the welfare of the people and the destiny of the country are very much influenced by it.
ORGANIZATION THEORY

Topic 1
ORGANIZATIONS
Study questions:

1. What is organization? Types of organizations
2. External environment of organization
2. Internal environment of organization

3. Organizational life cycle
4. Effectiveness of organization
1. What is organization? Types of organizations
Organization is a managed system designed and operated to achieve a specific set of objectives. For example, a business organization has objectives to (1) make a profit for its owners, (2) furnish its customers with goods and services, (3) provide an income for its employees, and (4) increase the level of satisfaction for everyone involved.
A hospital delivers health care services. A professional sports team is organized to win games and make money. A charitable organization attempts to raise funds to alleviate some social problem. The managers of these organizations are responsible for achieving those objectives.
In the social sciences, organizations are the object of analysis for a number of disciplines, such as sociology, economics, political science, psychology, management, and organizational communication. The broader analysis of organizations is commonly referred to as organizational structure, organizational studies, organizational behavior, or organization analysis. A number of different perspectives exist, some of which are compatible:

- from a process-related perspective, an organization is viewed as an entity is being reorganized, and the focus is on the organization as a set of tasks or actions;
- from a functional perspective, the focus is on how entities like businesses or state authorities are used;
- from an institutional perspective, an organization is viewed as a purposeful structure within a social context.

There are a variety of legal types of organizations:

Formal and informal organizations
Characteristics of a formal organization: well defined structure, rules and regulation, determined objectives and policies, status symbol, limitation on the activities of the individual, strict observance of the principle of co-ordination, messages are communicated through scalar chain. There are many different reasons for informal organization: informal standards (personal goals and interests of workers differ from official organizational goals), informal communication (changes of communication routes within an enterprise due to personal relations between coworkers), informal group (certain groups of coworkers have the same interests, or the same origin), informal leaders (due to charisma and general popularity, certain members of the organization win more influence than originally intended), different interests and preferences of coworkers, different status of coworkers, difficult work requirements, unpleasant conditions of work.
For-profit (business) and nonprofit organizations

organizationA for-profit organizations exists primarily to generate a profit, that is, to take in more money than it spends. The owners can decide to keep all the profit themselves, or they can spend some or all of it on the business itself. Or, they may decide to share some of it with employees through the use of various types of compensation plans. A nonprofit organization exists to provide a particular service to the community. A nonprofit organization is an  that uses surplus revenues to achieve its goals rather than distributing them as profit or dividends. 

Public, private, hybrid organizations
Public  organizations have state owners. This form is most suitable for the departmental organizations, public corporation, government companies.

Private is an organization where ownership and control shared by private entrepreneurs.
Hybrid is an organization that operates in both the public sector and the private sector simultaneously, fulfilling public duties and developing commercial market activities.
Organic and mechanistic organizations
Organizations can be structured as relatively rigid, formalized systems or as relatively loose, flexible systems. Thus there are two broad categories of organization: mechanistic and organic forms of organization.

Mechanistic organizations characterized by high levels of complexity, formalization and centralization. A highly mechanistic system is characterized by centralized decision making at the top, a rigid hierarchy of authority, well but narrowly defined job responsibilities especially at lower levels, and extensive rules and regulations which are explicitly make known to employees through written documents. In mechanistic organization, labor is divided and subdivided into many highly specialized tasks (high complexity), workers are granted limited discretion in performing theirs tasks and rules and procedures are carefully defined (high formalization); and there is limited participation in decision making which tends to be conducted at the highest levels of management high centralization.

Organic organizations are flexible and value external knowledge. It has very few levels in the hierarchy with flexible authority and reporting patters, loosely defined job responsibilities for members, and very few written rules and regulations. It is relatively simple, informal and decentralized. Organic organization thrives on the power of personalities and relationships, lack of rigid procedures and communication, and can react quickly and easily to changes in the environment, thus it is said to be the most adaptive form of organization.

Sole trader, partnership, corporation
Sole Trader is a person who owns his own business. Finance for a sole trader usually comes from the individual's own savings or from family and friends.
Partnership is a business where two or more people share ownership. Each partner contributes to all aspects of the business, including money, property, labor or skill. In return, each partner shares in the profits and losses of the business.

There are three general types of partnership arrangements:

- general partnerships assume that profits, liability and management duties are divided equally among partners. If you opt for an unequal distribution, the percentages assigned to each partner must be documented in the partnership agreement;
- limited partnerships (also known as a partnership with limited liability) are more complex than general partnerships. Limited partnerships allow partners to have limited liability as well as limited input with management decisions. These limits depend on the extent of each partner’s investment percentage. Limited partnerships are attractive to investors of short-term projects;
- joint ventures act as general partnership, but for only a limited period of time or for a single project. Partners in a joint venture can be recognized as an ongoing partnership if they continue the venture, but they must file as such.

Corporation is an independent legal entity owned by shareholders. 
Small, medium and large organizations
The legal definition of "small" varies by country and by industry. In Ukraine a small business generally has under 50 employees and have not more than 500 000 euro in annual receipts. Large organizations are those where 1000 employees or more, and have an average of 5 million euro in annual receipts. Other enterprises have medium size.
According to type of economic activity (process of production): agriculture, forestry, fishing, hunting, mining, utilities, construction, manufacturing, wholesale trade, retail tade, transportation, warehousing, information, finance,  insurance, real estate, rental, leasing, professional, scientific, technical services, administrative, education services, health care, social assistance, arts, entertainment, recreation, accommodation, food services organizations and companies.
2. External assessment of the environment.
External factors

Competitive advantage in the economy can be achieved only by continuously scanning the environment for taking effective action based on what is learned.

The more external environment stable and predictable, the more likely that a good strategy can be implemented with success for a long period of time. But when the environment is composed of many dynamic elements that create uncertainties, more flexible strategies that change with time are needed.
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Immediate environment of organizations:

·  suppliers – providers of the human, information, financial resources and materials needed by the organization to operate (recruiting firms, banks, commodity exchanges, etc.); 

·  customers – client groups, individuals, and organizations that purchase the organization’s goods and use its services;

·  competitors – people or organizations that compete for resources or customers;

·  labor unions – is an organization of workers who have banded together to achieve common goals in key areas such as wages, hours, and working conditions. 

The immediate objectives and activities of trade unions may include:

· Provision of benefits to members: Trade unions insure members against unemployment, ill health, old age. 

· Collective bargaining: Trade unions may negotiate with employers over wages and working conditions.

· Industrial action: Trade unions may enforce resistance to lockouts.

· Political activity: Trade unions may pursue campaigns, undertake lobbying, or financially support individual candidates or parties.

· government – specific government agencies and representatives, at the local, state, and national levels, that enforce laws and regulations affecting the organization’s operations;

· special-interest groups are groups whose members try to influence specific issues (Green Party, Mothers Against Drunk Driving).

The general environment of organizations.

·  economic factors – general state of the economy in terms of inflation, income levels, gross national product, unemployment, potential trends in economic growth, level of competition, level of individual and corporation tax, the economies of others countries;

·  social factors – general state of social values, customs, mentality, human rights, trends in education, demographic patterns, cultural environment, age of population, family composition, staff availability and expectations;

·  political factors. Directly or indirectly, political decisions through legislative rules can inﬂuence the economy and society. 

Political initiatives with social consequences include:

- Government sponsored training projects

- Jobseeker’s allowances

- Publicly funded careers guidance.

Government can financially support businesses:

- Encourage competition

- Redistribute wealth

- Investment in technology and new products

- Lower taxation

- Encouragement to enter foreign markets.

·  technological factors. Developments in technology affect:

- Production and distribution methods

- Customer demand and expectation

- Product desirability and price

- Organizational efficiency.

·  natural environment conditions – general state of nature, congestion. 

·  international forces – are changes in the economic, political, legal, and technological global system that may affect an organization. 

3. Internal environment of organization

An organization's internal environment is composed of the elements within the organization, including mission (objectives), people, structure, technology, and other resources. 

Mission
An organization's mission statement describes what the organization stands for and why it exists. It explains the overall purpose of the organization and includes the attributes that distinguish it from other organizations of its type. 

A mission statement should be more than words on a piece of paper; it should reveal a company's philosophy, as well as its purpose. This declaration should be a document that provides information and inspiration for the members of the organization. A mission statement should answer the questions, “What are our values?” and “What do we stand for?” This statement provides focus for an organization by rallying its members to work together to achieve its common goals.

People

People make up the internal social system of the organization. They consist of individuals and groups, and large groups as well as small ones. People are the living, thinking, feelings beings who created the organizations. It exists to achieve their objectives.

Organizations exist to serve people. People do not exist to serve organizations. The work force is one of the critical resources that need to be managed. In managing human resources, managers have to deal with:

- individual employee who are expected to perform the tasks allotted to them;

- dynamic relationships such as superior-subordinate interactions;

- groups who work as teams and have the responsibility for getting the job done;

- people outside the organization system such as customers and government officials.

Structure

Structure defines the official relationships of people in organizations. Different jobs are required to accomplish all of an organization’s activities. There are managers and employees, accountants and assemblers. These people have to be related in some structural way so that their work can be effective. The main structure relates to power and to duties. For example, one person has authority to make decisions that affect the work of other people.

Some of the key concepts of organization structure are:

a) Hierarchy of Authority: This refers to the distribution of authority among organizational positions and authority grants the position holder certain rights including right to give direction to others and the right to punish and reward.

b) Division of Labor: This refers to the distribution of responsibilities and the way in which activities are divided up and assigned to different members of the organization is considered to be an element of the social structure.

c) Span of Control: This refers to the total number of subordinates over whom a manager has authority.

d) Specialization: This refers to the number of specialities performed within the organization.

e) Standardization: It refers to the existence of procedures for regularly recurring events or activities.

f) Formalization: This refers to the extent to which rules, procedures, and communications are written down.

g) Centralization: This refers to the concentration of authority to make decision.
h) Complexity: This refers to both vertical differentiation and horizontal differentiation. Vertical differentiation: outlines number of hierarchical levels; horizontal differentiation highlights the number of units within the organization (e.g. departments, divisions).

Jobs and Tasks

Job refers to the sum total of an individual’s assignment at the workplace. Tasks refer to the various activities that need to be performed to get the job done. The nature of tasks, it’s executives by various individuals, nature of interdependence and inter-relatedness, group activities etc have implication for organizational effectiveness. Thus the jobs and tasks have to be designed and managed properly.

Core job characteristics: there are five job characteristics which are central to providing potential motivation to workers: task variety, task identity, task significance, autonomy, and feedback from the job itself.

Task Variety: This denotes the extent to which any particularly job utilizes a range of skills, abilities and talents of the employees. If number of different skills is used by the employee on the job, the job is going to provide challenge and growth experience to the workers.

Task Identity: This indicates the extent to which the job involves a ‘whole’ and identifiable piece of work. If the job involves the whole components, then the individual can identify with the ultimate creation turned out by him and derive pride and satisfaction from having done a good job.

Task significance: This refers to the meaningfulness or significance of the impact that a job has on the lives of others – both inside and outsider of the organization. If what one does has an impact on the well being of others, the job becomes psychologically rewarding to the person who performs it.

Autonomy: This refers to the extent to which the job provides an employee the freedom, independent and discretion to schedule work and make decision and formulate the procedures to get the job done without interference from others. The greater the degree of autonomy, the more the person doing the job feels in control.

Feedback from the job itself: This indicates the extent to which the person who is working on the job can assess whether they are doing things right or wrong even as they are performing the job. That is, the job itself is stimulating one and enjoyable.

Job Design: Jobs can be designed to range from highly simple to highly complex tasks in terms of the use of the workers skill. Some of the job design options are as follows:

Job Simplification: The jobs are broken down into very small parts as in the assembly line operations where a fragmented task is repeatedly done over and over again by the same individual.

Job Rotation: This involves moving employees among different tasks over a period of time. Management does not have to bother with combining tasks, but at the same time, the workers do not get bored with doing one simple task over several years. The employee is periodically rotated from one job to another within the work setting.

Job Enlargement: This involves simply adding more tasks to the job so that the workers have a variety of simple tasks to perform rather than doing just one task repetitively. Two or more tasks are combined and the individual does the combined tasks altogether.

Job Enrichment: This offers a greater challenge to the workers because it requires the use of variety of skills possessed by them. This involves building in motivating factors into the job, giving the workers more responsibility and control over work, and offering learning opportunities for the individual on the job.

Technology

Organizations have technologies for transforming inputs and outputs. These technologies consist of physical objects, activities and process, knowledge, all of which are brought to bear on raw materials labor and capital inputs during a transformation process. The core technology is that set of productive components most directly associated with the transformation process, for example, production or assembly line in manufacturing firm.

Technology provides the physical and economic resources with which people work. They cannot accomplish much with their bare hands, so they build buildings, design machines, create work processes and assemble resources. The technology that results has a significant influence on working relationships. An assembly line is not the same as a research laboratory, and a steel mill does not h ave the same working conditions as a hospital. The great benefit of technology is that it allows people to do more and better work, but it also restricts people in various ways. It has costs as well as benefits.

Classification of Technology:

Thomson classified technology into three categories: Long-linked technology, Mediating Technology and Intensive Technology.

Long linked technology: In this, tasks are broken into a number of sequential and interdependent steps, where the outputs of one unit become the input of the next (e.g. Assembly line) this facilitates to have high volume of output and efficiency. This technology calls for mechanistic structures with high levels of specialization, standardization and formalization.

Mediating Technology: This links different parties who need to be brought together in a direct or indirect way (e.g. Banks – use mediating technology to lend money to borrowers by taking money from depositors).

Intensive Technology: It is used when a group of specialists are brought together to solve complex problems using a variety of technologies (e.g. Hospital – parties are treated with the help of experts drawn from different fields of specialization). Coordination of the different activities is achieved in the system primarily through mutual adjustment among those engaged in solving the problem in the different units. Organic structures would fit in this system using intensive technology.

3. Organizational life cycle
Organizations, like living organisms, have life cycles. The organizational life cycle illustrates 5 stages companies can go through as they grow.  The stages include Start-up, Growth, Maturity, Revival and Decline (Figure 1.2).  The strategies, objectives, threats and opportunities of the firm vary significantly by stage and also affects the product development and delivery organizations. Experienced leaders have learned to recognize the particular life cycle that an organization is going through. These leaders understand the types of problems faced by the organization or program during the life cycle. That understanding gives them a sense of perspective and helps them to decide how to respond to decisions and problems in the workplace.
Start-Up Stage

The main purpose during this stage is for the firm to find sustainable niches in the market that produces enough profit for the company. Start-up firms sell one type of product. 
At start-up, firms exhibit a very simple organizational structure with authority centralized at the top of the hierarchy. 
Most decisions are taken by the owner-entrepreneur and such firms cannot usually afford professional management skills in most functions. As a result, the organizational structure is informal and there is a lack of professional standards.
The start-up stage involves growth through creativity and vision.  More sophisticated and more formalized management practices must be adopted. If the founder(s) do not have the skills or desire to make this transition, then they often need to bring in an outsider and delegate authority to he to be able to continue to grow.
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Growth Stage
The growth stage means rapid expansion of product line and personnel, increased operational complexity. The company may attain profitability during this phase. The emphasis in the growth stage is on sales growth and early product diversification. 
Due to the diversification of the product line and customer base, specialization is beginning to occur in responsibilities.  In order to maintain control and direction of the firm, more formalized methods of information sharing are required as are cross-functional coordination activities.
Typically, a functionally-based structure is established, some authority is delegated to middle-managers, and procedures are formalized.  The owner-manager plays a less central role in routine administration. A departmentalized, functionally-based structure is adopted where managers are appointed to head marketing, production, and perhaps accounting or development departments.

The Growth stage officially begins to end as sales start to slow.

Maturity Stage

At maturity, sales levels stabilize due to a high level of competitive activity and possibly due to market saturation. As long as sales and profits are stable, there is not a huge incentive to change the status quo.
Firms demonstrate more concern for internal efficiency and install more control mechanisms and processes. 
Structures are in some ways similar to those found in the growth phase. By now, firms are usually run by professional managers. There is less delegation of power than in the growth phase. Firms in the maturity stage are conservative with the level of innovation falling and a more bureaucratic organization structure established. Bureaucratic system causes delays in decision making.

The tendency, more than in any other stage, is to follow the competition - to wait for competitors to lead the way in innovating and then to imitate the innovations if it proves to be necessary.  

Ultimately, the crisis that strikes the firm in the Maturity stage is the envisioned or actual progression to the decline stage. While the realization may occur, the firm and its managers are paralyzed by a combination of bureaucratic processes and lack of innovation capabilities.

Revival Stage

The Revival stage is optional and can occur during a Mature or Decline stage for a firm who recognizes and initiates drastic changes to alter their current trajectory.  This is typically a phase of diversification and expansion of product-market scope.  Firms pursue rapid growth through innovation, acquisition, and diversification and this involves a good deal of risk taking. New top-level leadership is often required to initiate or effectively implement this stage and it is also a period of necessarily increased investment.

It also encourages a focus on innovation rather than imitation of the strategies of competitors as in the Maturity stage. It is common for task forces and project teams to be formed to analyze major capital expenditures, innovations or acquisitions.  Some firms begin adopting divisional and matrix structures for the first time in order to cope with the more complex and heterogeneous markets.  Decision-making needs to be accelerated.

In order to support an innovation mindset across the organization, information availability and sharing must be enabled.

The crisis that results from the Revival stage can follow one of two paths:  the revival itself was not successful and sales growth does not occur; or the revival was successful and maintaining continued high growth is challenging for such a diverse and large firm.

Decline Stage

The Decline stage is market by declining sales and profitability.  It is often preceded by market stagnation and firms begin to decline with them.  Profitability drops because of the external challenges and because of the lack of innovation.  Firms in the decline stage react to adversity in their markets by becoming stagnant.  Decision making is characterized by extreme conservatism. There is little innovation.

Firms tend to conserve resources depleted by poor performance by abstaining from product or service innovation.  One of the most notable structural features of firms in the Decline stage is the absence of any well-developed information processing mechanisms.  Finally, communications between hierarchical levels and across departments are poor.

The product development and delivery functions are likely minimal or non-existent.   It’s possible that a Revival stage will be initiated, but the reality may be that the company can no longer afford to invest due to the decline of the entire market. 

4. Effectiveness of organization
Organizations consist of individuals and groups; therefore, organizational effectiveness consists of individual and group effectiveness (Figure 1.3). But organizational effectiveness is more than the sum of individual and group effectiveness (synergistic effect - the value of the combination is greater than the sum of the individual values). Thus, group effectiveness is large than the sum of individual effectiveness because of the synergies realized through joint efforts.

Management’s job is to identify the causes of organizational, group, and individual effectiveness. The exact relationships among the three perspectives vary depending on such factors as a person’s motivation, ability, skills, knowledge, attitude, the type of organization, the work it does, and the technology used in doing that work. There are of course many other factors that cause an organization to be effective. The variables in Figure 1.3 are only a sample for illustrative purposes.

Criteria of effectiveness

Effectiveness criteria must reflect the stage of the organization's life-cycle (which includes stages of growth, maturation and decline) and short, intermediate, and long-term perspectives. 

1. Quality – overarching criteria of effectiveness that involves meeting customers' needs and expectations. Statistical Quality Control (SQC) and Total Quality Control (TQC) rank among the most used programs for building quality throughout organizations, as well as in their products and services. 

2. Productivity – reflects the relationship between inputs and outputs. It excludes consideration of efficiency. Measures of productivity include profit, sales, market share, patients released, clients served. 

3. Efficiency – it is the ratio of outputs to inputs. Efficiency focuses on the entire input-process-output cycle, emphasizing input and process. Measures of efficiency include rate of return on capital or assets, unit cost, scrappage and waste, downtime, occupancy rates and cost per patient/student/client etc. 

4. Satisfaction – the extent to which the organization meets employee needs. It recognizes the organization as a social system that must benefit its participants. Measures of satisfaction include turnover, absenteeism, and employee attitudes. 

5. Adaptiveness – degree to which the organization can and does respond to internal and external changes. It relates to management's ability to sense environmental changes and changes within the organization. There are no specific, concrete measures of adaptiveness, but certain programs (e.g., employee training and career counseling) increase its capacity to deal with it.

6. Development – ability of the organization to increase its capacity to deal with environmental demands. It means that an organization must invest in itself to increase its chances of survival in the long run. Training programs and organizational development programs represent the organization's investment in survival. 

An organization can be effective in the short run but the organization’s adaptation with the external environment and its efforts for development at each of the lifecycle stages will ensure the survival of the organization in the environment – the ultimate criterion of organizational effectiveness in the long run.

Topic 2
Organizational culture
Study questions:

1. The definition of organizational culture

2. Types of organizational culture

3. Strong and Weak organizational culture

4. Organizational culture and change
1. The definition of organizational culture

Organizational culture is a collection of values, norms, and behavior shared by workers.

Organizational culture is the total sum of the values, customs, traditions that make a company unique. Organizational culture is often called "the character of an organization".

Company culture is important because it can make or break your company. Companies with an adaptive culture that is aligned to their business goals routinely outperform their competitors. Managers have to figure out what corporate culture is, decide what it should be, and move everyone toward the desired culture. 

Organizational culture is usually described as (Figure 2.1) “observable” culture and “core” culture. The observable culture is visible; it is what one sees and hears as a visitor, a customer, or an employee. The organizational culture can be seen in the way how people dress at work, how they arrange their offices, how they speak to one another, how they talk about and treat their customers. More formally stated, the observable culture includes the following elements of daily organizational life: rites and rituals, stories and myths, heroes, and symbols of the organization.
Stories and Myths – oral histories and tales, told and retold among members, about successes, failures, actions, incidents in the life of the organization. Stories usually have a basis in reality, for example organizational creation story; myths can be fictitious.


Heroes – organizations develop internal heroic figures.

Symbols – the special use of language (proverbs, and jargon that have specific meaning inside) and other nonverbal signs like company logos, the way offices look, where do employees eat lunch, the type of clothing. All these displayed organizational culture.

Rites and Rituals – the ceremonies and meetings, planned and spontaneous, that celebrate important occasions and performance accomplishments; taboos.

Core culture is a deeper level of culture and determines the aspects of observable culture. The core culture consists of the core values and fundamental beliefs on which the organization is based. Examples of core values: “Fanatical attention to consistency and detail” at Disney; “Science-based innovation” at German pharmaceutical company Merck.

Functions of organizational culture:

1. It gives members an organizational identity.

2. It facilitates collective commitment.

3. It promotes social-system stability.

4. It helps employees make sense of their activity.

Example



Organizational culture

(Wal-Mart)

Core culture

Mission

Selling a wide variety of general merchandise

Basic Beliefs & Values

Since Sam Walton opened the first Wal-Mart in 1962, our culture has rested on three basic beliefs. We live out these beliefs every day in the way we serve our customers and each other.

1. Respect for the Individual

We’re hardworking, ordinary people who’ve teamed up to accomplish extraordinary things. While our backgrounds and personal beliefs are very different, we never take each other for granted. We encourage those around us to express their thoughts and ideas. We treat each other with dignity. This is the most basic way we show respect.

2. Service to our Customers

Our customers are the reason we’re in business, so we should treat them that way. We offer quality merchandise at the lowest prices, and we do it with the best customer service possible. We look for every opportunity where we can exceed our customers’ expectations. 

3. Striving for Excellence

We’re proud of our accomplishments but never satisfied. We constantly reach further to bring new ideas and goals to life. We model ourselves after Sam Walton, who was never satisfied until prices were as low as they could be. Or that a product’s quality was as high as customers deserved and expected. We always ask: Is this the best I can do? This demonstrates the passion we have for our business, for our customers, and for our communities.
	Respect for the Individual
	Service to our Customers
	Striving for Excellence

	Servant Leadership
Open Door
Accountability
Open Communications
People Development
Trust 
Humility
Caring
Teamwork
Empowerment
Confidentiality
Listening
	Friendly Atmosphere
Pleasant Shopping Experience
Every Day Low Prices
Aggressive Hospitality
Sundown Rule
Satisfaction Guaranteed
Sense of Urgency
The 10-foot Rule
Community Minded
Quality Always!
	Continuous Improvement
Dissatisfaction with the Status Quo 
Results Oriented
Integrity Always!
Competitive Spirit
Sustainability
Failure Allowance
Risk-taking Encouraged
Expense Control
Change Agents
Compliance with the Laws


Observable culture

Organizational creation story
Wal-Mart Stores, Inc. is an American public corporation that runs a chain of large, discount department stores. It is the world's largest public corporation by revenue, according to the 2008 Fortune Global 500. Founded by Sam Walton in 1962, it was incorporated on October 31, 1969, and listed on the New York Stock Exchange in 1972. Wal-Mart is the largest private employer in the world and the largest grocery retailer in the United States, with an estimated 20% of the retail grocery and consumables business. It also owns and operates the North American company, Sam's Club.

Story about Sam Walton’s dog

Sam Walton's love of hunting influenced many decisions in his life – from where to live to what he should name Wal-Mart's private-label dog food. Here’s an excerpt from Sam's book, Made in America, on his beloved hunting dog Ol' Roy:

"He wasn't much of a hunter at all; he would point rabbits, for example. But the associates and the customers got a kick out of visiting with him in the stores, and once we put his name and picture on our private-label dog food, it sold tons.

Another thing about Roy that was very unusual: He was a great tennis dog. He would go with me to the tennis court and lay there, and whenever the ball went out of the court, over the fence, or whatever, he would go chasing after it and bring it back to me."

Slogan

“Save people money, so they can live better”
Logo
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	1962 - 1964

Sam Walton names his new stores WALMART. The Walmart name was presented in just about any font/style available to the printer.
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	1964 - 1981

Also known as the "Frontier Font Logo," this was the first official and consistently used logo.
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	1968-1981

The Discount City mark was used in print advertising, on the uniforms/smocks, in-store signing, and other things. However, it was never used as building signage or in an annual report.
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	1981 - 1992

The logo was updated again in 1981.
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	1992 - 2008

The star was adopted as an update to the existing logo in early 1992.
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	2008

New logo adopted by Walmart Stores U.S.


Heroes

We have the best truck drivers in the country and they play a big part in our company’s success. To thank them for the hard work they do each day, we participated in the nationwide “National Truck Driver Appreciation Week” August 24 through August 30, 2008, sponsored by the American Trucking Association.

Twenty two drivers competed over a four-day period challenging their driving skills as well as knowledge of safety, equipment and the industry. Wal-Mart’s Ben Moore was the national champion in flatbed. Karl Bohrer was awarded top honors in sleeper, followed by fellow Wal-Mart drivers Gary Plant and Clark Welch, sweeping the category.

One of the highlights of Sam Walton’s career came just a few weeks before his passing, when President George Bush presented Sam with the Presidential Medal of Freedom on March 17, 1992.

The presidential citation read:

"An American original, Sam Walton embodies the entrepreneurial spirit and epitomizes the American dream. Concern for his employees, a commitment to his community and a desire to make a difference have been the hallmarks of his career. By sponsoring scholarships for Latin America, he has also worked to bring peoples closer together and to share with others the American ideals he so well represents. A devoted family man, business leader, and statesman for democracy, Sam Walton demonstrates the virtues of faith, hope, and hard work. America honors this captain of commerce, as successful in life as in business."

Rituals

Workers join together each morning for a company cheer and calisthenics.

Awards:

2008

· Top 50 Companies for People with Disabilities – CAREERS and the disabled magazine
· Best 15 Companies for Diversity Marketing – Black Enterprise Magazine
· Top Companies for Multicultural Women – Working Mother Magazine
· Top Companies for Female Executives – National Association of Female Executives
· Top 50 for Supplier Diversity – HispanicTrends Magazine
The type of organizational culture depends on a number of factors, such as the:

● History     ● Size        ● Ownership     ● Purpose or function.

History

It is obvious that all organizations were established at particular moments in history. Each moment had its own prevailing philosophies or management. For example, an organization set up a hundred years ago may have a tradition of making decisions centrally at a high level in the expectation that they will then be obeyed without question.

Size

A small organization will typically have a ‘hands-on’ style of management. Large organizations on the other hand, particularly those operating from several sites like retail chains, are likely to have sets of formal rules and procedures to ensure consistency of decision-making.

Ownership

Differences in ownership have several implications. State organizations (government departments, schools, hospitals) usually place great emphasis on ensuring that taxpayers’ money is not wasted. As a result, decisions are carefully controlled to check that they give good value for money. On the other hand, businesses owned by their senior managers have much greater freedom to make entrepreneurial decisions.

Purpose

Some organizations exist to provide largely routine and repetitive products or services. Think, for example, of simple manufacturing processes, or rubbish collection, or the processing of invoices. Any of these activities offers limited scope for creativity. On the other hand, picture an advertising agency, or a training department, or an architect’s practice. All these functions depend for their success on creative and innovative thinking. In these cases it is essential for ‘the way we do things around here’ to allow freedom to experiment with the potential risk of expensive failure.

2. Types of organizational culture

Several methods have been used to classify organizational culture. One of them described below.

No one culture is preferable to the others, each brings its own advantages and disadvantages. The secret is to make sure that the culture of an organization is suitable for its size, stage of development and the external environment in which it operates.

Power culture

This type of culture can be likened to a spider’s web (Figure 2.2). 
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Figure 2.2 - Power culture

This culture depends on a strong leader – a single senior manager or a very small group of them. As with a real spider, the managers at the centre will be sensitive to everything that happens in the organization. Faced with a problem or an opportunity, they will make quick decisions based on their own intuition or experience. They will be quick to reward or punish. A power culture has few or no rules and procedures. Little or no power or authority is delegated. Examples of a power culture can often be found in small entrepreneurial businesses, family-owned companies, centralized organization. 

It depends for its success on having a strong, capable leader at its centre. Examples of individuals who could be said to have established power culture within their organizations are Bill Gates, Chairman and Chief Software Architect of Microsoft, and Richard Branson, founder of Virgin Records and Virgin Atlantic Airways.

Role culture

This type of culture is illustrated as a Greek temple (Figure 2.3); with each of the pillars of the temple representing a different function, for example production, sales, administration, personnel. Work in a role culture is controlled by formal rules and procedures, developed for every imaginable situation. Each function operates independently, with co-ordination being carried out by senior managers at the top of the structure – represented by the temple roof. A role culture can offer signiﬁcant job security. However, staff are rarely treated as individuals but rather as payroll numbers expected to carry out speciﬁc tasks according to procedure.

[image: image9.png]



Figure 2.3 - Role culture

As you can imagine it is difficult for role cultures to respond quickly to change. Procedures are tightly deﬁned, therefore nothing can change until new procedures have been worked out and written. 

Examples of this culture are commonly seen in large organizations such as banks, Civil Service.
Task culture

A task culture is most frequently found in organizations that emphasize on innovation, creative thinking, and experimentation and are often found in creative businesses such as advertising and marketing companies. They are often use the project teams where the development of innovative or revolutionary approaches is a primary requirement. People respect each other for their knowledge and expertise. Consequently, task cultures work well in an environment of rapid change because their principal strength lies in ﬁnding different ways of doing things.

This type of culture can be illustrated by way of a net (Figure 2.4) because people depend on each other and it is also ﬂat.
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Figure 2.4 - Task culture

At the same time task cultures have disadvantages: creative solutions may work – or they may not; control is difficult because they are non-hierarchical and respect expertise rather than status; they are also expensive. 

Person culture

This is the least common of the four cultures. The symbol for this culture is a cluster – a series of unrelated spots representing the people in the organization (Figure 2.5). This type of culture is found in small groups of specialized professionals, for example, doctors, lawyers, architects, who come together to form a business. 
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Figure 2.5 - Person culture

Person cultures are hardly organizations at all. No one is in charge, decisions can only be taken with the full agreement of all the members and there is no control: everyone can do their own thing without reference to others. 

None of these four cultures is ideal. As circumstances change each will seek to adapt by borrowing approaches from others. For example:

● As a power culture grows in size, it may well introduce formal performance and monitoring procedures from the role culture.

● Faced with rapid change, a role culture may introduce project teams from the task culture.

● When money is tight, a task culture may introduce ﬁnancial controls from the role culture.

● Faced with a crisis decision, a person culture may introduce a dynamic leader from the power culture.

In practice, no organization falls into one of these cultures. The majority of organizations present cultural blends. A dominant culture may have bits of other cultures. Or different departments of the same organization may exhibit different cultures, for example the ﬁnance section of an organization may operate within a role culture where staff works within clearly deﬁned parameters. The marketing department within the same organization may well operate a task culture with an emphasis on teamwork and innovation. As a result, companies may consist of the totally different sets of values and expectations.

3. Strong and Weak organizational culture

- Strong Culture characteristics:  

· Mission clarity 

· Employee commitment 

· Fully empowered employees 

· High integrity workplace 

· Strong trust relationships

· Highly effective leadership 

· Effective systems and processes 

· Performance-based compensation and reward programs 

· Customer-focused 

· Effective 360-degree communications 

· Commitment to learning and skill development 

· Emphasis on recruiting and retaining outstanding employees 

· High degree of adaptability 

· High accountability standards 

· Demonstrated support for innovation 

Table 2.1 – Advantages and disadvantages of strong organizational culture

	Advantages
	Disadvantages

	1. Employees feel a strong bond with organization, and they begin to identify yourself with this organization. The organization turns into a sort of clan and this encourages stability.

2. Strong culture become the important  motivating factors that regulate individual and team activities.

3. Helps to determine structure, compensation system, market strategy,  HR policies, client relations, individual behavior (people know the way in which they perform tasks, solve problems, resolve conflicts), etc.

4. Creates the informal values, norms and beliefs.
	1. Decisions cannot be freely made without taking the culture into account.

2. Additional expenses (training of staff, uniform, offices decoration) 

3. A lot of time to implement culture

4. Specific bureaucratic rules, procedures, norms, methods may inhibit innovation, and cause a barrier to change and improvement, diversity, cross-departmental and cross-organizational cooperation.

5. Hard to change.


Weak Culture means that organization has employees who do not behave as expected and do not agree with the shared values, so employees need a rigorous control. 
4. Organizational culture and change

There are many ways to assess company culture. There are consultants who will do it for a fee. The easiest way to assess your company's culture is to look around. How do the employees act; what do they do? Look for common behaviors and visible symbols. Listen to your employees, your suppliers, and your customers. Pay attention to what is written about your company, in print and online. These will also give you an answer what your company's culture really is.

When one wants to change an aspect of the culture of an organization one has to keep in consideration that this is a long term project. Corporate culture is something that is very hard to change and employees need time to get used to the new way of organizing. For companies with a very strong and specific culture it will be even harder to change.
Change of culture in the organizations is very important and inevitable. Guidelines for cultural change:

1. Formulate a clear strategic vision

In order to make a cultural change effective a clear vision of the firm’s new strategy, shared values and behaviours is needed. This vision provides the intention and direction for the culture change

2. Display Top-management commitment

It is very important to keep in mind that culture change must be managed from the top of the organization, as willingness to change of the senior management is an important indicator. The top of the organization should be very much in favour of the change in order to actually implement the change in the rest of the organization. 

3. Model culture change at the highest level

In order to show that the management team is in favour of the change, the change has to be notable at first at this level. The behaviour of the management needs to symbolize the kinds of values and behaviours that should be realized in the rest of the company. It is important that the management shows the strengths of the current culture as well, it must be made clear that the current organizational does not need radical changes, but just a few adjustments.

4. Modify the organization to support organizational change

The fourth step is to modify the organization to support organizational change.

5. Select and socialize newcomers and terminate deviants

A way to implement a culture is to connect it to organizational membership, people can be selected and terminate in terms of their fit with the new culture.

6. Develop ethical and legal sensitivity

Changes in culture can lead to tensions between organizational and individual interests, which can result in ethical and legal problems for practitioners. This is particularly relevant for changes in employee integrity, control, equitable treatment and job security.

Topic 3
ORGANIZATIONS AND management

Study questions:

1. What is management?

2. What do managers do?

3. Managerial levels/hierarchy
4. Key managerial skills and tasks

5. Historical foundations of management

6. Problems and requirements of modern management
7. Functions of management
1. What is management?
manus Latin (hand)


maneggiare Italian (to handle – especially a horse)


mesnagement French

ménagement French


management English


1. Management is the permanent function of business.

2. Management is the art of getting things done through people and other resources.

3. Management is the science and art of administration.

4. Management is the modern system of manipulation of marketing activity, human, financial, technological and informational  resources in the organization.

5. Management is the process of planning, organizing, motivating and controlling people and other organizational resources.

The goal of management is providing of firm’s profitability.

Table 3.1 – Branches of Management
	· Accounting management
· Association management 

· Communication manag.
· Environmental management 

· Crisis management 

· Customer relationship management 

· Enterprise management 

· Facility management 

· Financial management
· Human resources manag.
	· Information technology management 

· Innovation management
· Inventory management 

· Leadership management 

· Logistics management 

· Marketing management 

· Operations management 

· Project management
· Product management 

· Quality management 
	· Research manag.
· Resource manag. 

· Risk management 

· Spend management 

· Strategic management 

· Stress manag. 

· Systems manag. 

· Time management
· Skills management
· Cost management


2. What do managers do?

Manager is the person in organization who directly support and help activate the work efforts and performance accomplishments of others. 

Managers give direction to their organizations, implement the four functions in daily work – planning, organizing, motivating and controlling people.

Many public or nonprofit organizations call their managers “administrator”. 

Management job involves:

- Prediction the future nature of the business

- Planning the targets and objectives 

- Ensuring provision of the resources (people, equipment, finance, materials) to meet objectives

- Making cost-effective use of those resources

- Giving clear and relevant instructions to the staff

3. Managerial levels/hierarchy
Within an organization, there are managers at three levels: top, middle, and first-level. Managers may also be general managers, or they may be functional managers. A general manager is responsible for several organizational activities. A functional manager is responsible for just one organizational activity, such as Research & Development, Marketing, Finance, Production, or Human Resources. 
We can represent the levels of management by slicing the organizational pyramid horizontally. We can also slice the pyramid vertically to represent the organization’s departments or functional areas, as we did in Figure 3.3.





1. Senior management (“top management”, “upper management”, “general management”). Top management is the highest level of management and consists of those who own the company (shareholders), president, vice president, chief executive officer, chief operating officer and other key company executives.

	The senior manager:

	Make long-term decisions about the overall direction of the organization and establish the objectives, policies, and strategies for it

	Control the enterprise as a whole 

	Pay special attention to the external environment

	Make an agreements with other enterprises

	Develop employees and staff the group

	Provide a motivating environment for the staff

	Develop the professional competence of the staff


Thus, executives at this level must be future oriented, dealing with uncertain, highly competitive conditions.
2. Middle management is in charge of relatively large departments or divisions. Examples are dean in university; department head, division manager; plant manager and branch sales manager in businesses. 

	The middle manager:

	Implement long-term decisions

	Coordinate activity in large departments or divisions

	Identify candidates for management positions

	Appoint new employees

	Develop employees and staff the group

	Introduce new managers to their tasks

	Appraise and counsel managers

	Provide a motivating environment for managers and staff

	Develop (coach) managerial competence


Thus, executives at this level must be a specialist, and creative person.
3. Low-level management (junior managers or first-line managers such as supervisors or team-leaders). Supervisory management are often known as first-line managers because they are the first level above workers. This level consists of the supervisor, foreman, section leader, team leader.

	The first-line manager:

	Make short-term decisions

	Supervise and co-ordinate the activity of operating employees

	Assigning specific jobs to workers

	Evaluate worker’s daily performance

	Make tactical decision

	Suggest improvement  to working practices, the use of recourses, and the quality of their output

	Deal with leg behind employees


4. Key managerial skills and tasks

Through education and experience managers acquire principal skills (Figure 3.4) – technical, human relations, and conceptual skills.

Technical skills consist of the job-specific knowledge needed to perform well in a specialized field. Involve the ability to perform tasks of a specific department such as marketing, finance, production, law, and engineering. 

Human relations skills consist of the ability to work well in cooperation with other people to get things done. These skills – the ability to motivate, to coach, to communicate with others, to support others.

Conceptual skills consist of the ability to think analytically, to picture an organization as a whole and understand how the parts work together.

	Top managers
	Technical skills
	Human relations

skills
	Conceptual skills

	Middle managers
	Technical

skills
	Human relations

skills
	Conceptual skills

	First-line managers
	Technical

skills
	Human relations

skills
	Conceptual skills


Figure 3.4 – Skills needed at variety levels of management
Specific skills

Verbal skills. Refer to a manager’s ability to communicate with others, to give talks, to conduct meeting, to make presentations. 

Half or better of communication is skilled listening. A good manager mixes with other managers, workers, and clients. He or she listens to recommendations and complaints and acts on them. Active listening requires the asking of questions and feeding back what you have heard to let others know you are truly interested in what they say.

Writing skills. Manager must also be able to write clearly and accurately. Much of what you want others to do must be communicated through memos, reports, and letters. Organizations everywhere are complaining about the inability of many college graduates to write clearly. If you develop good writing skills you will be miles ahead of your competitor.  

Computer skills. Modern office is full of computers. Memos, charts, letters, messages and many of your communication efforts will involve the computer. Many tasks, such us: accounting, design, human resources management, store management, project management and so on you can solve more easily and efficiently with a help of computer.

Time management skills. One of the most important skills for new managers to learn is how to budget their time effectively. There are many demands on manager’s time: telephone interruptions, visit from colleagues, questions from subordinates, meeting scheduled by higher management.  

5. Historical foundations of management

І. Scientific Management School 

(1885-1920)

Scientific management focuses on worker and machine relationships. Organizational productivity can be increased by increasing the efficiency of production processes. The efficiency perspective is concerned with creating jobs that economize on time, human energy, and other productive resources. Jobs are designed so that each worker has a specified, well controlled task that can be performed as instructed. Specific procedures and methods for each job must be followed with no exceptions. 

Taylor's basic principles:

1) to gather all traditional knowledge and reduce it to rules, laws, and formulas to help workers in their daily work;

2) to develop a science of each element of man’s work to replace the rule-of-thumb method;

3) to scientifically select and then train, teach, and develop the worker;

4) to co-operate with workers to ensure is done according to developed science principles;

5) to effect an almost equal division of work and responsibility between workers and managers are to be given work for which they are best fitted.

2. Administrative Management School

(1920-1950)

Administrative management emphasizes the manager and the functions of management. Henri Fayol (1841-1925) wrote „General and Industrial Management”. 

Functions of Management

1. To plan. Examining the future and drawing up a plan of action. 

2. To organize. Build up the structure, both material and human, of the undertaking.

3. To command. Maintain the activity among the personnel.

4. To coordinate. Binding together, unifying and harmonizing all activity and effort.

5. To control. Seeing that everything occurs in conformity with established rule and expressed command.

14 Principles of Management

1. Division of Work. Functions are to be divided into areas of specialization. Specialization allows the individual to build up experience, and to continuously improve his skills. Thereby he can be more productive. 

2. Authority. Each person should know to whom they should report and managers should have the right to give orders and expect others to follow.

3. Discipline. Employees must obey, but this is two-sided: employees will only obey orders if management play their part by providing good leadership.

4. Unity of Command. Each worker should have only one boss with no other conflicting lines of command. 

5. Unity of Direction. People engaged in the same kind of activities must have the same objectives in a single plan. This is essential to ensure unity and coordination in the enterprise. 

6. Subordination of individual interest (to the general interest). Management must see that the goals of the firms are always paramount.

7. Remuneration. Payment is an important motivator although by analyzing a number of possibilities.

8. Centralization (or Decentralization). This is a matter of degree depending on the condition of the business and the quality of its personnel. The amount of decision-making power vested in top management should vary by circumstances. 

9. Scalar chain (Line of Authority). A hierarchy is necessary for unity of direction. Scalar chain refers to the number of levels in the hierarchy from the ultimate authority to the lowest level in the organization. It should not be over-stretched and consist of too-many levels. 

Each person should know to whom they should report and managers should have the right to give orders and expect others to follow.

10.  Order. Materials and people should be placed and maintained in the proper location. 

11.  Equity. In running a business manager should treat employees with respect and justice. 

12.  Stability of Tenure of Personnel. Employees work better if job security and career progress are assured to them. An insecure tenure and a high rate of employee turnover will affect the organization adversely.

13.  Initiative. Allowing all personnel to show their initiative in some way is a source of strength for the organization. 

14.  Esprit de Corps. In other words it is “our policy and our culture”, "union is strength". Management must foster the morale of its employees.

3. School of human relations (1930-1950)
Founded by Merry Follet and Elton Meyo. They examined the question of work in groups, conflicts in collectives, use of power, and creation of the mutual understanding in collectives. School recommended utilizing the consultations with workers, providing of wide possibilities of intercourse during the work. It was discovered that often relations between workers, satisfaction by the work is more effective factor of influence than pressure of guidance or external stimuli.

4. School of behaviorism (from 1950)

Was formed by R. Laykert, D. Mak-Gregor, F. Gercberg, A. Maslou and other scientists. Exactly a main merit belongs to them in development of such problems, as social co-operation and communications, power and authority, stereotypes of behavior, motivation, and leadership.

1. Quantitative approach (from 1950)

 School of quantitative approach arose up in England during the Second World War. The supporters of this direction put before itself a task to decide the problems of organization with the help of quantitative and mathematical methods, methods of scientific analysis. Verbal judgments and descriptive analysis replaced the modules, quantitative values and symbols. Especially it became perspective with appearance and large-scale using of computers.

2. Systems Approach (from 1960)

The system viewpoint regards the organization as open system. The peculiarity of open systems is that they consist of subsystems and interact with other systems outside of themselves. This interaction has two components: input, that what enters the system from the outside, and output, that what leaves the system for the environment. When we look more closely at the environment of a system, we see that it too consists of systems interacting with their environments. For example, the environment of an enterprise is full of other enterprises, customers, state organs and so on. 



3. Situational approach 

Situational approach emphasizes that a manager’s approach should vary according to the individual and the environmental situation. A situation is a concrete set of circumstances which strongly influence on organization presently. In other words, essence of recommendations is folded in a requirement to settle a current, concrete organizationally administrative problem depending on the aims of organization and concrete terms which was folded, for which this purpose must be attained. 

6. Problems and requirements of modern management

Globalization. In business globalization exist in the form of: 1) global outsourcing; 2) importing; 3) exporting; 4) licensing; 5) franchising; 6) joint venture. 
Problems begin with cultural differences: 1) language; nonverbal communication, 3) time orientation; 4) religion. Problems arise when we need to protect National Industry, to protect country from competition of "Cheap Foreign Labor".

 Diversity. A management in a global economy is related to the differences among workers in gender, race, nationality, age, ethic culture, physical possibilities, religious affiliation, traditions (attitude to work, relationships with guidance, structure of organization, decision-making process and so on). Internationalization of business strengthens diversification, creating both additional problems and additional possibility.

New technologies. New technologies, on the one hand, cause increasing of the productivity and production quality, on the other hand, to reduction of workers amount in a production sphere. New technologies cause the permanent necessity of workers retraining.

Information technologies. The internet, local and internal networks, E-mail and voice mail, is major changes in this industry. To the key problems, related to information technology, belongs confidentiality in work, quality of decision making, optimization of firm’s investments in the new forms of technology.

Ethics and social responsibility. Ethical behavior is behavior that is accepted as “right”. Social responsibility is a manger’s duty to take actions that will benefit the interests of society. Scandals, related to the swindle on the market of actions, advertising of artificial food stuffs as natural, bribery of governmental persons, environmental pollution are on the columns of newspapers of the whole world. An example of social responsibility is philanthropy, donating money to worthwhile recipients, such as charities and schools.
Competition. High level of competition causes the growth of products quality, more rational using of resources, but in the same time, to the bankruptcies. When a large company became a bankrupt, a thousand workers simultaneously became the unemployed. 

Task 3.1 Evaluate your managerial potential (Table 3.2).

Table 3.2 – Managerial potential
	Skill needed
	Personal evaluation

	
	Excellent
	Good
	Fair
	Need work

	Verbal skills
	
	
	
	

	Writing skills
	
	
	
	

	Computer skills
	
	
	
	

	Human relation skills
	
	
	
	

	Time management skills
	
	
	
	

	Other technical skills
	
	
	
	


7. Functions of management 

Management is the process used to accomplish organizational goals through planning, organizing, motivating and controlling people and other organizational resources.

· Planning: deciding what needs to happen in the future (today, next week, next month, next year, over the next five years, etc.) and generating plans for action. Planning includes anticipation future trends and determining the best strategies and tactics to achieve organizational goals.

· Organizing includes designing the organizational structure, attracting people to the organization (staffing).

· Motivation:  inspiring people to work effectively to achieve high performances.

· Controlling is checking to determine whether or not an organization is progressing toward its goals and objectives, and taking corrective action if it is not.

2. Planning

Planning is the process of setting objectives and deciding how to achieve them. Planning is the first managerial function used to pursue organizational goals. 

Goals are the broad, long-term accomplishments an organization wishes to attain.

Objectives, on the other hand, specific, short-term statements detailing how to achieve the organizational goals.

Most planning follows a pattern. Planning answers three fundamental questions for businesses:

1. What is the situation now? What is the state of the economy? What products and customers are most profitable? Why do people buy (or not buy) our products? Who are our major competitors?

2. Where do we want to go? How much growth do we want? What is our profit goal? What are our social objectives? What are our personal development objectives for employees?

3. How can we get there from here?
Strategic (long-range) planning determines the major goals of the organization and strategies for obtaining those goals. Strategic planning is long-range and determines the major objectives of the firm, such as which customers to serve, products to sell, and areas to serve.

Long-range plans look 3 or more years into the future.

Tactical planning (short-range) define what needs to be done in specific areas to implement strategic plans and achieve strategic objectives. Tactical planning is a process of developing detailed, short-term decisions about what is to be done, who is to do it, and how it is to be done. 

Tactical planning usually has a 1-3 year time horizon.

Strategic and tactical plans in a business firm include different areas:

1. Production.

2. Product.

3. Purchasing.

4. Finance.

5. Facilities.

6. Marketing.

7. Human resource.

8. Insurance.

9. Social responsibility.

Top management is most likely to be involved in setting long-range plans and directions for the organization as a whole, while lower management levels focus more on short-run plans that serve the long-term objectives. Importantly, all levels should understand the organization’s long-term plans. 

The stages of planning


1 stage. Mission statement

The mission is the organization’s reason for existence in society. A mission statement is an organization’s vision translated into written form. It makes concrete a leader’s view of the direction and purpose of the organization. Mission statements generally address a number of important questions:

- What is the purpose of the organization?

- What is unique about the organization?

- What are its principal products and markets?

- What are its values?

Mission statement for Merck, one of the world’s leading pharmaceutical companies: “To provide society with superior products and services – innovations and solutions that improve the quality of the life and satisfy customer needs; to provide employees with meaningful work and advancement opportunities, and investors with a superior rate of return”.

Many companies add to their mission statements a slogan or motto, something which does not answer the questions listed above but which acts as a easy guide to what the company is really about.

Examples: Harley-Davidson: “It’s not the destination, it’s the journey”; 

Mary Kay Cosmetic: “To enrich women’s lives”.

France: „Freedom, Equality, Fraternity”.

United Nations Organization: „Support and strengthening of the world, safety, in the whole world and development of collaboration between the states”. 

2 stage. Identification of objectives



Objectives must be:

· realistic;

· achievable;

· time-based;

· agreed;

· measurable. 

Objectives may include the following:

· profitability.

· market share.

· financial health.

· cost efficiency.


3 and 4 stage. External and internal assessment of the organization

Strategy formulation begins with a systematic evaluation of the organization’s resources and capabilities. A major goal is to identify core competencies in the form of special strengths that the organization has in comparison with competitors. 

Figure 1.6 highlights several points for the internal analysis of organizational strengths and weaknesses and for the external analysis of organizational opportunities and threats. They must be found to gain a realistic perspective on the formulation of strategies.


5 stage. Strategy formulation



I. Limited growth strategy involves little or no significant change. A small business may never grow large. It expects normal sales and profits to stay in business. The owners often prefer a more relaxed and less aggressive approach to running their business.

II. Growth strategies involves expansion in sales revenues, market share, number of employees, or number of customers served. 

One approach to growth is through concentration – focus on what you are good at. It can improve an existing product or service to attract more buyers.

Another approach to growth is through diversification, where expansion takes place through the acquisition of or investment in new and sometimes different business areas. A strategy of related diversification involves growth by acquiring new businesses or entering business areas that are related to what one already does.

A strategy of unrelated diversification involves growth by acquiring businesses or entering business areas that are different from what one already does. Firms pursuing unrelated diversification are referred to as conglomerates.

Diversification can also take the form of vertical integration, where a business seeks added value creation by acquiring suppliers or distributors. 

III. When organizations experience performance problem, retrenchment of some sort often takes place. Retrenchment strategy involves reducing the scale of current operations. The most extreme retrenchment strategy is liquidation, when operations cause due to the complete sale of assets or the declaration of bankruptcy. 

Less extreme is restructuring. Restructuring changes the scale and mix of operations to gain efficiency and improve performance. The decision to restructure can be difficult for managers, but in today’s era of challenging economic conditions and environmental uncertainty, restructuring is used frequently. 

Restructuring is sometimes accomplished by downsizing, which decreases the size of operations with the intent to become more streamlined. A common way to downsize is cutting the size of the workforce and decreasing production. 

6 stage. Execution of strategy

Tactical planning is the process of taking the strategic plan and breaking it down into specific, short term actions and plans. The relative length of the tactical plan covers the period from today to the end of three year.

A policy is a standing plan that furnishes broad guidelines for decisions and actions. In matters related to the workforce, for example, typical human resource policies address such matters as employee hiring, performance appraisals, pay increases, and discipline.

Policies exist at various level of the enterprise - corporate level, division level and department level.

A procedure is a standing plan that outlines a series of related actions that must be taken to accomplish a particular task. Procedures outline more specific actions than policies do. Organizations usually have many different sets of procedures covering the various tasks to be accomplished.

Procedure implements a policy. 

A rule is a standing plan that designates specific required action. A rule indicates what an organization member should or should not do.
Tactical planning is usually tightly integrated with the budget process. Budget is a financial plan for the new financial year. Budget generally refers to a list of all planned expenses and revenues.

The purpose of budgeting is to:

1. Provide a forecast of revenues and expenditures. It means construct a model of how our business might perform, financially speaking if strategies, events and plans are carried out.

2. Enable the actual financial operation of the business to be measured.

7 stage. Results evaluation

Every activities needs results evaluation. 

	Tactic/Objective
	Person(s)

Responsible
	Timetable
	Status
	Performance Measures (Evaluation)

	
	
	
	
	


 Organizing as a management function

Organizing is a management function which involves:

· division of the total job into essential activities (specialization). For example, the work of an industrial concern may be divided into the following major functions – production, financing, personnel, sales, purchase, etc;

· grouping together people and jobs into work units (departmentalization);

· delegation of authority and responsibility. 
Authority - formal and legal right of a manager to make decisions, give orders, and allocate resources to achieve desired outcomes.

Responsibility - duty to perform the task or activity.

Delegation - the process managers use to transfer authority and responsibility to positions below them in the hierarchy. Organizations today tend to encourage delegation from highest to lowest possible levels.

Types of authority
· Line authority - in which individuals in management positions have the formal power to direct and control immediate subordinates.

· Staff authority - granted to staff specialists in their areas of expertise. Narrower than line authority and includes the right to advice, recommend, and counsel in the staff specialists' area of expertise.

· Functional authority – granted to functional specialists, individuals which have the formal power to make decisions in specific functional area (planning, marketing, staffing etc.).

Organizing is a management function which involves creation of structural relationship among different departments and the individuals working there for the accomplishment of desired goals. 

2. Organization structure and organization chart

How well a firm is managed depends greatly on the organization structure. Organization structure is the system of task, reporting relationships, and communication channels that link together the work of diverse individuals and groups. 

The organization structure shows the authority and responsibility relationships between the various positions in the organization by showing who report to whom.

The type of organizational structure depends on a number of factors, such as the:

· objectives and strategy of enterprise;

· size of organization;

· business segment (local, regional, national, and international market);  

· line of business and type of product or service; 

· method of industrial production (mass production; quantity-production; single-part production);

· external environment.

As environments and situations change, structures must be changed too. This is why you often read and hear about organizations restructuring. 

Common success criteria for organizational structures are:

· number of management levels (chain of command or the line of authority). The larger and more complex an organization is, the taller is its hierarchy. Tall organizations have many levels in the hierarchy relative to their size; flat organizations have few hierarchical levels. Problems between hierarchical levels arise when an organization's hierarchy becomes too tall. As the number of management levels increases, the time it takes to send messages up and down the hierarchy increases and decision making slows;

· the level of centralization. Authority is said to be centralized when only managers at the top of an organization can make important decisions. Authority is decentralized when managers throughout the hierarchy are allowed to make significant decisions. 

Table 2.1 – Advantages of centralized and decentralized authority

	Advantages of centralized authority
	Advantages of decentralized authority

	1. Less duplication of work.

2. Easier to control.
	1. Power delegated throughout the organization.

2. Greater job responsibilities can increase motivation by making lower-level jobs more interesting.

3. Decisions are made more quickly, which increases the organization’s flexibility and efficiency.

4. Can reduce the communication and decision-making problems.


· understanding. People in organization should easy identify who is to do what, who is in charge of whom, and how different people and part of the organization relate to and work with one another; 

· flexibility. The economic, technological and competitive environments are rapidly changing, as a result of these processes, the organizational structure should be flexible to environmental changes. An flexible organization is more competitive and responsive to the marketplace. It should not be rigid;

· efficiency. The organization structure should enable the enterprise to attain objectives with the lowest possible cost; 

· unity of command. Each person should be accountable to a single superior. If an individual has to report to only one supervisor there is a sense of personal responsibility to one person for results;

· communications. Good communications are good for understanding and for effective decision making.

· adaptability. An adaptive organization (organic design) operates with fewer rules and procedures, open divisions of labor, wide span of control and encourages team work (see Figure 2.1). 

The traditional organization structure for many businesses in the 20th century was the bureaucracy, originally defined by Max Weber. A bureaucratic organization (mechanistic design) (see Figure 2.1) is centralized with many rules and procedures, a clear-cut division of labor, narrow span of control, and formal coordination. Good rules are necessary for an organization to run effectively. Bad rules can lead to inefficiency, inflexibility and insensitivity to customer needs.
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	· Work efforts centrally coordinated.

· Standard interaction in well-defined jobs.

· Limited information-processing capability.

· Best at simple and repetitive tasks.

· Good for production efficiency.
	· Work efforts highly independent.

· Intense interaction in self-defined jobs.

· Expanded information-processing capability.

· More effective in complex and unique tasks.

· Good for innovation and creativity.




Every organization has both a formal and an informal organizational structure.

1. Formal structure is the official structure of the organization. It can be represented in the form of an organization chart. A formal organization is the structure that details lines of responsibility, authority, and position. Formal organization structure is laid down by the top management to achieve organizational goals.

2. Behind every formal structure lies an informal structure. Informal structure refers to the relationship between people in the organizations based on personal emotions, likes, dislikes, interests etc. It is the human side of the organization that does not show on any organization chart. It is unplanned and arise spontaneously.

No organization can operate effectively without both types of organization. The formal system is often too slow and bureaucratic to enable the organization to adopt quickly. However, the formal organization does provide helpful guidelines and lines of authority to follow in routine situations.

Formal structure can be presented in a graphical way in the form of organizational chart, or organigram, or org chart.

An organization chart graphically shows the hierarchical authority, roles and responsibilities, functions and relations within an organization. 

For a new employee, the organization chart helps to understand what should happen within the firm. Simply because people can more quickly absorb information when it is shown in a graphical way.

Organizational design continues to be one of an important demand on top management, because it interconnects the business and corporate strategy, marketing, decision-making, communication, finance, and leadership within any organization.

Application of the Organization Chart

· Define the roles and responsibilities of all personnel within the organization. 

· Establish a hierarchical structure of authority and, hence, decision-making.

· Establish communication channels and information flows.

· Establish control mechanisms, and degree of centralization.

· Establish strategies for co-ordination of work practices.

· Establish decision-making processes.

· Establish specific operational functions and tasks.

What we can learn from an organization chart:

· Division of work: Positions and titles show work responsibilities.

· Supervisory relationships: Lines show who report to whom.

· Communication channels: Lines show formal communication flows.

· Major subunits: Positions reporting to a common manager are shown.

· Levels of management: Vertical layers of management are shown.

3. Types of organization structures

There are three major groups of organizational structures: 1) functional; 2) matrix; 3) divisional.

Functional structures

In functional structures people with similar skills and similar tasks are formally groped together into work units. There are three types of functional structures: line, functional, line and staff.

I. Line structure (Figure 2.3) is the simplest and the earliest form of organization. It is also known as “Military”, “Traditional”, “Scalar” or “Hierarchical” form of organization. Line organization is one in which there are direct lines of responsibility, authority, and communication running from the top to the bottom of the organization, with all people reporting to only one supervisor. The most obvious example is the army, which has a clear line of authority going from generals to colonel to major to captain to lieutenant to sergeant to corporal to private. A private reports to a corporal, and so on back up to the general.

Appropriate when: jobs are simple and routine; few employees; entrepreneur can stay in complete control; external environment is stable.

	Advantages
	Disadvantages

	1. Easy to establish and simple to explain.

2. Clear defined responsibility and authority. Every member of the organization knows his exact position, to whom he is responsible and who are responsible to him. Because of the clear fixation of responsibility, no person can escape from his liability.

3. Unity of Command - one employee is accountable to only one supervisor.

It insures excellent discipline in the enterprise because every individual knows to whom he is responsible.

4. It is most economical and effective.
	The chief objections against this form of organization may be summarized as follows:

1. With growth, the line organization makes the superiors too overloaded with work.

2. The line organization suffers from lack of specialized skill or experts. 

3. Long lines of communication.

4. Unable to handle complex question quickly. 

5. The organization is rigid and inflexible.

6. There is concentration of authority at the top. If the top executives are not capable, the enterprise will not be successful.


II. Functional structure (Figure 2.4). The work of the enterprise is divided into different functional departments. These functions will be manufacturing, marketing, finance, human resources, purchasing, engineering, advertising, accounting, and other functions. The functional specialist has the right to give orders regarding his function. Under this system, the workers have to receive instructions from different specialists. If anybody in the enterprise has to take any decision relating to a particular function, it has to be in consultation with the functional specialist. 


Appropriate when: the organization is small with a limited number of products; the business environment is fairly stable.

	Advantages
	Disadvantages

	1. Functional organization based on expert knowledge. Every functional specialist is an expert in his area and can help the subordinates in better performance in his area.

2. Simple and clear.
3. The expert knowledge of the functional managers ensures better control and supervision in the organization.

4. Maximum use of the principle of specialization.
	1. Functional organization violates the principle of unity of command, because the workers work under several different bosses.

2. Under this type of organization, there are many foremen of equal rank. This may lead to conflicts among them.

3. This system is very costly as a large number of specialists are required to be appointed.

4. A functional manager tends to create boundaries around himself and think only in term of his own department rather than of the whole enterprise.

5. The organization is inflexible.


Functional structures are not limited to business. The figure 2.5 shows how this form of structure can be used in other types of organizations such as bank and hospital.  

Examples:

III. The Line and Staff structure (Figure 2.6) is a combination of line organization with expert staff.  The line authority remains the same as it does in the line organization. Authority flows from top to bottom. To minimize the disadvantages of line organizations, most organizations today have both line and staff personnel. The staff officers do not have any power of command in the organization. Staffs usually serve an advisory function; that is, they usually cannot tell line managers or their workers what to do.

The “line” maintains discipline and stability; the “staff” provides expert information.

The “line” gets out the production, the “staff” gives advice in areas such as safety, quality control, computer technology, personnel, investing, and so forth. Such positions strengthen the line positions. It is like having well-paid consultants.

Naturally, this can cause conflicts, because staff experts often know more about correct procedures to follow than line managers. In fact different organizations handle line-staff relationships in different ways. In some organizations, line managers must consult with staff managers on some problems; on others, they must get staff approval for actions; and in others, staff people may actually give orders.

Staff relationship

Line relationship


Types of Staff:

1. Personal Staff: personal assistant or adviser to the line manager. For example, Assistant to Managing Director.

2. Specialized Staff: such staff acts as the expert in specialized areas like R&D, personnel, accounting etc.

3. General Staff: this category of staff consists of a set of experts in different areas who are meant to advise and assist the top management on matters called for expertise. For example – Financial advisor, Technical advisor etc.

	Advantages
	Disadvantages

	1. Both line and staff personnel. The line managers get the benefit of specialized knowledge of staff specialists.

2. Based on the principle of specialization. Staff specialists help the line managers in taking better decisions by providing better advice.

3. Unity of Command - one employee is held accountable to only one supervisor.

4. Greater flexibility in the sense that new specialized activities can be added to the line activities without disturbing the line procedure.
	1. Conflicts between line and staff personnel:

· as to the functions and positions of staff members with relation to the line supervisors;

· line managers deal with problem in a more practical manner, but staff officials tend to be more theoretical;

· line managers sometimes may resent the activities of staff members, feeling that prestige suffer from the presence of the specialists.

2. Too many staff personnel (over-staffing).

3. The staff experts may be ineffective because they do not get the authority to implement their recommendations.


Both line and line and staff organization structures suffer from inflexibility. Both have established lines of authority and communication, and both work well in organizations with a relatively stable environment. 

Today's economic scene is dominated by new kinds of organizations in high-grows industries such as robotics, biotechnology, and aerospace. In such organizations, emphasis is on new product development, creativity, special projects, rapid communication, and interdepartmental teamwork. From that environment grew the popularity of the divisional and matrix organization. 

Divisional structure

In divisional structures people who work on a similar product, work in the same geographical region, serve the same customers are grouped together under common managers. There are three types of divisional structures: 1) geographic; 2) product; 3) customer.

IV. Geographic structure (Figure 2.7). A company organized into geographical units that report to a central corporate headquarters. Senior management is responsible for major strategic decisions, including the organizational architecture and the allocation of capital among the business units. Normally each unit produces the same or similar products, and the unit manager controls both the manufacturing and sales operations. Marketing functions other than sales are usually centralized at the corporate level. 


	Advantages
	Disadvantages

	1. Regional divisions are often able to find solutions to region-specific problems.

2. Decision authority for operations is assigned to individuals lower in the organization, where the relevant knowledge is typically found.

3. Well defined promotion path. Employees may promote from sales person to local sales manager to district sales manager.
	1. High operating and managing costs - because each division has its own set of sales managers, manufacturing managers, and so on. There is also a completely new level of management, the corporate level, to pay for.

2. Coordination problems among business units. Business-units managers tend to focus on the performance of their own units.  So, divisions might compete against each other for suppliers, customers and reduce the overall profits of the firm by selling products at a lower price than if they coordinated their marketing.


Reasons for geographic organization include:

· the need for quick delivery for reasons of freshness (e.g., baked goods), which require that plants must be located near customers;

· production units may be close to the customer;

· unit value is low in relation to transport costs, materials, aggregates, hire plant and equipment;
needs and appeals vary from one region to the next.

V. Product structure (Figure 2.8). The company is divided into a business products division. Each of these divisions then has its own manufacturing, sales and service departments that focus on the particular products handled by that division.

Appropriate when: company is large; company depend greatly on the consumers preferences.

	Advantages
	Disadvantages

	1. Activities focus on a specific kind of goods. This narrow focus helps to create high-quality products.

2. Increases the division of labor so that the number similar products can be increased, expand into new markets and produce totally new kinds of products (such as when an appliance maker starts to produce computers).

3. Decentralized authority.

4. Can react on the changes of the environment.
	1. High operating and managing costs - because each division has its own set of sales managers, manufacturing managers, and so on. 

2. Conflicts among divisions. Divisions may start to compete for organizational resources.

3. Divisions start to pursue divisional goals and objectives except for organizational ones.


VI. Customer Structure (Figure 2.9) groups functions into divisions that can be responsive to the needs of particular types of customers.
Appropriate when: needs and appeals vary from one customer group to the next; it used in financial and banking sphere, publishing firm, etc.
	Advantages
	Disadvantages

	1. Activities focus on a specific kind of customers. This narrow focus helps a division to create high-quality customer service.
	1. Conflicts among divisions. Divisions may start to compete for organizational resources.

2. Divisions start to pursue divisional goals and objectives except for organizational ones.


Matrix structure

A matrix structure combines the functional and divisional approaches to create permanent cross-functional project teams.

VII. Matrix structure (Figure 2.10). In a matrix organization, project managers are in charge of teams (project groups) made up of members of several departments. In this case, project manager 1 supervises employees A, B, C, and D. These employees are accountable not only to project manager 1, but also to the head of their individual departments. For example, employee B, a market researcher, reports to project manager 1 and to the vice president of marketing.
Matrix organization structures were developed in the aerospace industry at firms such as Boeing. The structure now used in banking, management consulting firms, accounting firms, ad agencies.

Appropriate when: the business environment is dynamic (companies depend on rapid product development). Matrix structures are especially common in high-tech and biotechnology companies.
	Advantages
	Disadvantages

	1. Facilitates rapid product development, innovation and creativity.

2. Increased flexibility in adding, removing, and changing operations to meet changing demands.

3. Better interfunctional cooperation in operations and problem solving.

4. Improved decisions making as problem solving takes place at the team level, where the best information is available.

5. Allows organization to take on new project without adding new divisions to the organization structure.

6. Staff can retain membership on teams and their functional department colleagues.
7. Improved strategic management, since top managers are freed from unnecessary problem solving to focus time on strategic issues.
	1. Potential for conflict between project groups.
2. Two boss system may leads to the conflicts in work priorities and creates task confusion.
3. Project managers may loss focus on lager organizational goals.

4. New programs constantly need new knowledge.

5. Limited opportunities for promotion - because most movement is horizontal, from team to team, not vertical to upper management positions.


Company may combine a several types of organizational structures under the same roof. In this case organization structure has name conglomerate.

3. New developments in organization structures

The realities of a global economy, hyper competition are putting increasing pressures on organization structures. As a result, managers are continually searching for new ways to better structure their organizations.

Virtual Team
A Virtual Team – also known as a Geographically Dispersed Team – is a group of individuals who work across time, space, and organizational boundaries. Members of virtual teams communicate electronically, so they may never meet face to face.

Geographically dispersed teams allow organizations to hire and retain the best people with complementary skills regardless of location. Many virtual teams in today's organizations consist of employees both working at home and small groups in the office but in different geographic locations.
	Advantages
	Disadvantages

	1. Best employees may be located anywhere in the world and work together on a project.

2. Some members of virtual teams do not need to come in to the workplace, therefore the company will not need to offer those workers office or parking space. 

3. Reduces traveling expenses for employees. 

4. It allows more people to be included in the labor pool. 

5. The global workday is 24 versus 8 hours. 

6. It allows workers in organizations to be more flexible. 

7. Person with physical handicaps may work as a member of virtual team. 

8. Virtual teams extend the market to different geographical locations. 

9. It decreases both air pollution and congestion because there is less commuting.
	1. Misunderstanding in communications is the leading complaint among members of virtual teams. 

2. This problem is magnified when working with teams across cultural borders because of nuances in the English language 

3. Working on a project over the virtual workspace causes lack of project visibility. 

4. Difficulty contacting other members. (i.e. email, instant messaging, etc.) 

5. Differences in time zones. 

6. Members fail to take 'ownership' of project


Nature of motivation

The word “motive” comes from the Latin “movere” that means “to put in motion”, “to push”.

Motivation is inspiring people to work effectively to achieve high performances.

The Performance formula:

Performance = Ability x Motivation x Resources


 (4.1)
For maximum performance levels, all three factors must be high.

The motivation Process (Figure 3.1): employees go from need to motive to behavior to consequence to satisfaction or dissatisfaction.

Figure 3.1 – The motivation process

Types of motivation

If a manager wants to get work by his employees, he may either hold out a promise of reward (positive motivation) or he may use force and fear (negative motivation). Both these types are widely used by managers.

Positive Motivation. This type of motivation is generally based on reward and lead to good team spirit, cooperation and feeling of happiness. Positive motivation include: praises, salary, appreciation, delegation of authority and responsibility.

Negative motivation. This type of motivation is based on force and fear. Negative motivation involves the possibility of decreased motive satisfaction. It is a “push” mechanism. However, there is no manager which has not used some time the negative motivation.

Motivation is concerned with getting someone to do something you want or, on an individual basis, wanting to do something for yourself for a particular reason. Motivation comes from two things: you, and other people. There is extrinsic motivation, which comes from others, and intrinsic motivation, which comes from within you.

Rewards can also be extrinsic or intrinsic. Extrinsic rewards are external to the person; for example, recognition, praise, money, or status. Intrinsic rewards are internal to the person; for example, satisfaction or a feeling of accomplishment.

A highly motivated person works hard at a job; an unmotivated person does not.

The most important for each person is to motivate yourself. One way to do that is to find the right job in the right organization. Manager must: 1) respect individual differences; 2) clearly understand what people want from work; 3) allocate rewards to satisfy the interests of both individuals and the organization.

Motivation is the act of stimulation someone or oneself to get a desired course of action. There are two types of incentives: material and moral (psychological).

To determine the level of motivation in organization, we can use test in Table 3.2. The higher total score, the more motivated employees of organization is.

Table 3.2 – Motivation of work 

	
	Level of motivation

	
	Never
	Some-times
	Average
	Frequent-ly
	Constant-ly

	1. Employees honestly execute their job
	0
	1
	2
	3
	4

	2. Employees work without truancies
	0
	1
	2
	3
	4

	3. Employees follow the main rules
	0
	1
	2
	3
	4

	4. The quality of employees work is rather high 
	0
	1
	2
	3
	4

	5. Employees captured by their work
	0
	1
	2
	3
	4

	Index of motivation
	the lowest
	low
	middle
	high
	the highest

	6. Staff turnover
	4
	3
	2
	1
	0

	7. Labour productivity
	0
	1
	2
	3
	4


3. Content theories of motivation

There are two groups of motivation theories you should know in relation to motivation:

· the content theories of motivation help us to understand human needs;

· the process theories of motivation explain the behaviours of people at work.
3.1 Maslow’s hierarchy of needs
According to Maslow: 

1. Motivation arises from needs. A need is a physiological or psychological deficiency that a person wants to satisfy.

2. Human needs can be categorized into five types: physiological, safety, social, esteem, self-actualization or self-fulfillment needs.
3. These needs can be arranged into a hierarchy (Figure 3.2)

Physiological needs. These are the very basic needs such as air, water, food, sleep, etc. When these are not satisfied we may feel sickness, irritation, pain, discomfort, etc. These feelings motivate us to alleviate them as soon as possible. Once they are alleviated, we may think about other things.

Safety needs are dealing with security, protection, and stability in the events of day-to-day life. These needs are both physiological and psychological in nature. We need the safety of a home and family. Many in our society cry out for law and order because they do not feel safe enough to go for a walk.

Social or affiliation needs (friendship, love and belongingness needs, and social acceptance). Humans have a desire to belong to groups: clubs, work groups, religious groups, family, gangs, etc. We want to feel loved by others, to be accepted by others. We need to be needed. 

Esteem needs (achievement, recognition, confidence, respect). There are two types of esteem needs. The first is the self-esteem which is the result from competence or mastery of a task. Second, there's the attention, respect and recognition that comes from others. 

Self-actualization needs (use of our full potential). People want maximize their potential. They can seek knowledge, peace, esthetic experiences, self-fulfillment, and oneness with God, etc.

4. People try to satisfy the five needs in sequence from low to top level. 

5. Need that has been satisfied no longer provide motivation. 

How Managers Motivate with Maslow’s Hierarchy of Needs Theory

Physiological: adequate salary, breaks, and safe working conditions.

Safety: safe working conditions, salary increases to meet inflation, job security, and fringe benefits (medical insurance, pensions) that protect the physiological needs.

Social: providing employees with the opportunity to interact with others, to be accepted, and to have friends. Activities include parties, picnics, trips, and sport teams.

Esteem: titles, merit pay raises, recognition, challenging task, participation in decision making, and opportunity for advancement.

Self-actualization needs: skills development, the chance to be creative, achievement and promotions, and the ability to have complete control over their jobs.

Limitations of the Hierarchy of Needs model

· In reality, people don't work necessarily one by one through these levels. They are much less structured in the way they satisfy their needs.

· Different people with different cultural backgrounds may have different hierarchies of need.

· Different people in different situations may have different hierarchies of need.

Two Factor Theory (Herzberg)

Herzberg developed this motivation theory during his investigation of 200 accountants and engineers in the USA. He asked them: “What creates enthusiasm for workers and makes them work to full potential?” The results, in order of importance, were as follows:

· Achievement

· Recognition for achievement

· Interesting job

· Opportunity for growth 

· Opportunity for advancement

· Responsibility for task

· Interpersonal relations 

· Salary

· Supervisor’s fairness 

· Company policies and rules

· Status

· Job security

· Supervisor’s friendliness

· Working conditions

Herzberg noted further that factors having to do with the job environment were not motivators by workers. Workers felt that the absence of good pay, job security, friendly supervisors could cause dissatisfaction, but the presence of those factors did not motivate them.

The conclusions of Herzberg study were that certain factors, called motivators, did motivate employees and gave them a great deal of satisfaction. These factors mostly had to do with job content and were grouped as follows:

· Achievement

· Recognition for achievement

· Interesting job

· Opportunity for growth 

· Opportunity for advancement

· Responsibility for task

Other elements of the job were what Herzberg called hygiene factors. These had to do mostly with job environment and could cause dissatisfaction if missing, but would not motivate workers. They were as follows:  Interpersonal relations 

· Salary

· Supervisor’s fairness

· Company policies and rules

· Status

· Job security

· Supervisor’s friendliness

· Working conditions

So, hygiene factors are needed to ensure that an employee does not become dissatisfied. They do not cause higher levels of motivation. Motivation factors are needed in order to motivate an employee into higher performance. 

	Sphere of dissatisfaction
	Sphere of satisfaction

	Hygiene Factors
	Motivation Factors

	· Interpersonal relations 

· Salary

· Supervisor’s fairness

· Company policies and rules

· Status

· Job security

· Supervisor’s friendliness

· Working conditions
	· Achievement

· Recognition for achievement

· Interesting job

· Opportunity for growth 

· Opportunity for advancement

· Responsibility for task




Figure 3.3 - Herzberg’s Two Factor Theory

Combining the hygiene and motivation factors results in four scenarios:

· High Hygiene + High Motivation: Employees are highly motivated and have few complaints.

· High Hygiene + Low Motivation: Employees have few complaints but are not highly motivated. The job is perceived as a paycheck.

· Low Hygiene + High Motivation: Employees are motivated but have a lot of complaints. A situation where the job is exciting and challenging. However the salaries and work conditions are not OK.

· Low Hygiene + Low Motivation: The worst situation. Employees are not motivated and have lots of complaints.

Later writers have called the job satisﬁers ‘intrinsic’ factors and the dissatisﬁers ‘extrinsic’ factors. 

In other words, if you as a m 
· Effort will result in the required performance (increased effort will lead to increased performance).

· Performance will lead to the expected reward (if you do not honor your promises, your staff will come to expect you NOT to honor your promises in the future. Therefore, this is likely to have a negative effect on staff motivation).

· The reward is attractive or important for an individual (organizational rewards must align with the individual’s wants).

We create expectations about future events, and we believe we can act to make this future come true. 

Motivation is thus a combination of:

1) effort-performance linkage

2) performance-reward linkage

3) reward- attractiveness of reward linkage.

Because the motivational force is the product of the three linkages, if any one of their values is zero, the whole equation becomes zero.

Figure 3.5 – Expectancy theory

Equity Theory (J. Adams)

Equity Theory:

– employees perceive what they get from a job in relation to what they put into it;

– input/outcome ratio compared with the ratios of relevant others:

• equity - ratio is equal to that of relevant others

• inequity - ratio is unequal to that of relevant others

– relevant other may be:

• other - individuals with similar jobs

• a system - includes organizational pay policies and administrative systems

• self - past personal experiences and contacts

– when inequities are perceived, employees act to reduce inequity. People may:

• distort either their own or others’ inputs or outputs;

• change their work inputs by putting less effort into their jobs (coming late, working less productively);

• behave in a way to induce others to change their inputs or outputs;

• ask for the better rewards;

• choose a different comparison person to make things seem better;

• change the situation by leaving the job;

• steal.

Goal-Setting Theory

Proposes that achievable but difficult goals motivate employees, leading to higher levels of motivation and performance.

· Goals provide an attractive challenge to high-performing individuals who have a strong need for achievement.

· Goals provide a sense of purpose – why we are working to accomplish a given task.

· Goals require action plans to achieve goals and measure progress.

Suggestions for motivating employees.


Definition of control. Characteristics of control

Control is the process through which managers assure that actual activities conform to planed activities. Control is the process of measuring work performance, comparing results to objectives, and taking corrective action.

Managerial control has certain characteristic features. There are:

1. Control is linked with past, present, and future activity. 

2. Control is the continuous activity. 

3. Control is linked with other functions of management.

For, example planning and controlling are inseparable functions. Control involves constant analysis of situation, which may leads to change in the policies, procedures, rules. Planning identifies the goals and determines the way of achieving them. Control ensures attainment of goals by evaluating performance and taking corrective action.



4. Control is the function of each manager. Managers at all levels have to perform this function to contribute to the achievement of organizational objectives.

5. Managers control all resources used by an organization. A complete list of resources used by an organization would include: land, buildings, finance, equipment, materials, information, energy, time, and people.

2. Steps in control process

There are three steps in a control process:

1. Establishing standards

2. Measuring and comparing actual results with standards

3. Taking corrective action

1. Establishing standards. The first step in the control process is to establish standards against which performance can be evaluated. Standards measure performance results in terms of quantity, quality, cost, time of work, number of units produced or customers serviced in a time period.

The standards should be:

· defined as far as possible in quantitative terms. For example, the quantity of inputs required (materials, time, energy), the costs of those inputs. Persons will be able to check their performance more easy. Standards expressed in general terms should be avoided;

· realistic and attainable; 

· flexible in order to adapt to changing conditions. 

The standards need to:

· measure both quality and quantity;

· an analysis of an individual task, job or product, normally by work study measurements.

2. Measuring and comparing actual results against standards. Measurement of performance can be done by personal observation, by reports, charts and statements. After the measurement, the actual performance should be compared with the standards to find variations. This is necessary, because some of the variations may be important and need immediate corrective action by the manager.

Documents available to performance monitoring:

· Timesheets 

· Overtime statements 

· Reject rates 

· Customer complaints and letters of praise

· Purchase invoices 

· Sales invoices 

· Budget statements

· Goods received notes 

· Standard performance rates 

· Standard costing.

Comparing performance with the predetermined standards. This step can be expressed as the following equation:

Need for Action = Desired Performance – Actual Performance

 (4.1)

3. Taking corrective action. The control equation indicates that the greater the measured difference between desired and actual performance, the greater the need for action. Possible action:

· no actions;

· corrective actions (workers may need additional training, or equipment);

· revising standards (perhaps the standards have been set too high).

3. Types of control methods

Control methods can be grouped into one of the three basic types:

1. Preliminary controls

2. Steering controls

3. Postaction controls

Each is relevant to a different phase of the organization’s input-conversion process-output cycle of activities.

Preliminary controls are accomplished before a work activity begins. Controls designed to anticipate and prevent possible problems.

They ensure that:

· objectives are clear;

· proper directions are established;

· right resources are available to accomplish goals.

Preliminary controls are preventive in nature.

At McDonald’s, for example, preliminary control of food ingredients plays an important role in the firm’s quality program. Even in overseas markets, the firm works hard to develop local suppliers that can offer dependable quality.

Steering controls focus on what happens during the work process. Steering controls allow managers to correct problems as they arise before a task is completed. 

At McDonald’s ever-present leaders provide steering control through direct supervision. They constantly observe what is taking place. They are trained to act when something is not done right and to correct things immediately.

Postaction controls take place after work is completed. They focus on the quality of end results rather than on inputs and activities. They ask the question “Now that we are finished, how well did we do?” Restaurants, for example, ask how you like a meal … after it is eaten; a final exam grade tells you how well you performed … after the course is over; a budget informs managers of any cost overruns … after a project is completed. 

These controls: 

· give useful information for improving things in the future;

· provide formal documentation of accomplishments that may be used for allocating performance-based rewards.

Employees at a McDonal’s restaurant never know when a corporate evaluator may stop in to sample the food and the service. He does it with the goal of improving future operations.

Managers may use another two types of control:

1. External control

2. Internal control

Managers can take direct action to control the behavior of others. This is a strategy of external control. External control is accomplished through personal supervision and the use of formal administrative systems.

Disadvantages of external control:

· very expensive since only a few workers can be managed by 1 manager;


· can demotivate workers who desire more autonomy.

Internal control is self-control when people take personal responsibility for their work. This strategy of internal control allows motivated individuals and groups to exercise self-discipline in fulfilling job expectations. 

Organizations with effective control typically use both strategies. However, the trend today is to increase the emphasis on internal control. Internal control strategy also requires a high degree of trust. The potential in self-control is increased when people have a clear sense of organizational mission, participate in setting objectives and standards, and have the resources necessary to do their jobs well. It is also enhanced by organizational cultures in which people are expected to treat each other with respect, are allowed to exercise personal initiative.

Managers may use another two types of control:

1. Total control
2. Selective control
Total control means that each unit of the produced goods or services is under control. This type of control is used in the case of high-quality products. Total control is used results in rising in price of products.
A selective control means that the casual elements of aggregate are controlled. This type of control is used in a mass production in the cases, when a technological process provides stable quality of products.
4. Suggestions for effective control exercising

1. Clearly communicate the standards to all employees.

2. Make normal relations with the employee.

3. Provide employees with methods of measuring actual results against required performance.

4. Follow the standing plans yourself.

5. Let employees know that action will be taken when standing plans or performance requirements are not met.

6. Involve employees in ﬁnding solutions.

7. Provide employees with the help which may be in the form of training, additional or more suitable resources.

8. Avoid a too captious control and use self-control of employees.

9. Pay special attention to the main activity controlling.

10. Control must be timely, mobile, reliable, flexible, simple, and economic.

Topic 4
groups and teams  IN ORGANIZATION
Study questions:

1. Formal and informal groups

2. Stages of group and team development

3. Characteristics of effective teams

1. Formal and informal groups

Group – two or more individuals who interact to achieve common goals.

Group may be either formal or informal.

Formal groups created by managers to meet the firm’s goals. Formal groups have designated work assignments and specific tasks, people are assigned to them according to their skills and the organization’s requirements. A formal group may be a division, a department, a work group, or a committee. 

An informal group is unofficial and emerges from relationships and shared interests among members. Informal groups are not recognized on organization charts and are not officially created to serve an organizational purpose. 

Informal groups occur naturally in the workplace in response to the need for social contact. An informal group may be a collection of friends or people sharing the same interests. Such as those who take coffee breaks together, or it may be as organized as a bowling team. However, informal groups can also be highly productive – even more than formal groups. 

Table 4.1 - Differences between formal and informal groups

	
	Formal group
	Informal group

	1. Creation
	Established by the organization
	Self-formed, not officially recognized by the organization

	2. Purpose
	Profitability and effectiveness
	Formed by people seeking friendship or have common interests

	3. Leader
	Assigned by organization
	Emerge from the membership

	4. Communication
	Formal and informal
	Informal

	5. Relations
	Based on production
	Develop spontaneously

	6. Methods of influence on members of the group
	Pecuniary rewards, authority, collective norms
	Personal influence, collective norms

	7. Control
	Based on punishment, penal sanctions and pecuniary rewards
	Public sanctions


The types of formal groups:

· Top Management Group: members consist of the CEO, president, and top department heads and work to help develop firm’s direction and achieve its mission and goals.

· Command Groups: these are the basic, traditional work groups determined by formal authority relationships and depicted on the organizational chart. They typically include a manager and those subordinates who report directly to him.

· Committee is a formal team designed to work on a special task on a continuing or temporary basis. Is of two types:

1) Standing Committee: a permanent group that works on continuing organizational issues (supervisory committee, auditing committee, budget committee, forecasting committee, scientific and technical council, trade union, commission on consumer’s complaints consideration, safety committee);

2) Special Committee (another names Task Force or Problem-solving Team): a temporary group created for solving problems, making decision of local, global or delicate questions (privatization committee - necessary when a publicly owned organization is transferred to the private sector), liquidation committee, commission on the revision of salary, commission on the detection of causes and effects of an accident, grievance committee, strike committee.

· Teams. The types of teams:

1) Functional Team: composed of a manager and his employees from one functional area. Attempt to solve problems in specific functional area.

2) Cross-Functional Team: members come from different departments in order to come up with solutions to operational problems. Cross-functional groups also include individuals who are experts in various specialties.

3) Virtual Team: members interact by computer network to collaborate on projects. These teams tend to be task oriented and miss the normal give-and-take of face-to-face discussions.

4) Research and Development Team: create new products.

5) Project Team: convened for a particular task or project and disband once it is completed.

6) Quality circles: consist of volunteers who meet periodically to discuss workplace and quality-related problems. Typically a group of 10-12 people will meet for 60-90 minutes once or twice a month to discus work-place and quality-related problems.
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What is a team?

· Group

· Two or more members with a clear leader who perform independent jobs with individual accountability, evaluation, and rewards.

· Team

· A small number of members with shared leadership who perform interdependent jobs with both individual and group accountability, evaluation, and rewards.
Purpose of team is advice, production, project, or action. Work teams are popular in organizations because they can improve organizational performance.
An example of team would be a collection of 2-10 employees who are studying industry pay scales with the goal of making recommendations for adjusting pay grades within their own company.

All teams are groups, but, not all groups are teams.

Table 4.2 - Differences between groups and teams

	Characteristics
	Group
	Team

	1. Size
	Two or more; can be large
	Small number, often 5 to 12

	2. Leadership
	One clear leader making decisions
	Shared leadership

	3. Jobs
	Members perform one clear job; individual members do one independent part of a process
	Members share job responsibility by performing many interdependent tasks with complementary skills; the team completes an entire process 

	4. Accountability and evaluation
	Leader evaluates employees’ individual performance
	Members evaluate each other’s individual performance

	5. Rewards
	Members are rewarded based on individual performance only
	Members are rewarded for both individual and group performance

	6. Objectives
	Organizational
	Organizational and those set by the team

	7. Level of autonomy
	Management-directed
	Self-directed



Categories of Teams

1. Teams differ in terms of purpose, for example: to increase productivity; to reduce costs; to improve quality; to increase innovation; to increase responsiveness to customers; to increase motivation and satisfaction; to reduce destructive internal competition; to gain competitive advantages.

2. Teams differ in terms of membership:

• functional teams - composed of a manager and his employees from one functional area. Attempt to solve problems in specific functional area.

• cross-functional teams - members come from different departments in order to come up with solutions to operational problems. Cross-functional teams also include individuals who are experts in various specialties.

3. Teams differ in terms of structure:

• supervised teams - under the direction of a manager.

• self-managed teams: members are empowered to complete some given work, they responsible for a complete work process or segment, have authority to make and implement decisions. 

4. Teams differ in terms of duration:

• permanent teams works on continuing organizational issues.
• temporary teams created for solving temporary problems.

2. Stages of group and team development

1. Forming - people join the group because of a work assignment or for some other benefit

• members begin to define the group’s purpose, structure, and leadership

• stage marked by much uncertainty, mutual trust is low

• if the formal leader does not assert his authority, an emergent leader will eventually step in to fill the group’s need for leadership and direction

• leader should allow time for people to become acquainted

2. Storming is characterized by the emergence of individual personalities and roles and conflicts within the group

• individuals test the leader’s policies and assumptions and try to determine how they fit into the power structure

• conflict over who will control the group

• leader should encourage members to suggest ideas, voice disagreements, and work through their conflicts about tasks and goals

3. Norming – conflicts are resolved, close relationships develop, and unity and harmony emerge 

• group assimilates a common set of expectations of what defines correct member behavior

• leader should emphasize unity and help identify team goals and values

• leader should know that the group may now evolve into a team

• group cohesiveness (a feeling of closeness or affection from being united with other people) is the principal by-product of stage 3.

4. Performing – members concentrate on solving problems and completing the assigned task

• group energy has moved to task performance

• leader should allow members the empowerment they need to work on tasks

5. Adjourning - group prepares to disband

• attention devoted to wrapping up activities

• leader can help ease the transition by rituals celebrating “the end” and “new beginnings”.

Group does not necessarily become more effective as it moves through the first four stages. 
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3. Characteristics of Effective Teams
Group performance is a complex issue that is affected by factors:

Group Roles

A role is a social determined expectation of how an individual should behave in a specific position. Members develop their roles based on the expectations of the team, of the organization, and of themselves, and they may do different things. You, for instance, might be a team leader. Others might do some of the work tasks. Still others might communicate with others teams.

Two types of team roles are task and maintenance. 

1. Task roles (getting the work done) or task-oriented role, consists of behavior that concentrates on getting the team’s tasks done.

Examples: Coordinators, who pull together ideas and suggestions; orienteers, who keep teams headed toward their stated goals; initiators, who suggest new goals or ideas; and energizers, who prod people to move along.

2. Maintenance roles (keeping the team together)

A maintenance role, or relationship-oriented role, consists of behavior that fosters constructive relationship among team members. 

Examples: Encouragers, who foster group solidarity by praising various viewpoints; standard setters, who evaluate the quality of group processes; harmonizers, who eliminate conflict through reconciliation or humor; and compromizer, who help resolve conflict by meeting others halfway.

Group Norms (unwritten rules for team members)

Norms are general guidelines or rules of behavior that most group or team members follow. Norms develop spontaneously through the interactions of group members. Leaders should work toward maintaining and developing positive norms.

Norms tend to be enforced by group or team for four reasons:

1) to help the group survive – “Don’t do anything that will hurt us”;

2) to clarify role expectations – “You have to go along to get along”;

3) to help individuals avoid embarrassing situations – “Don’t call attention to yourself”;

4) to emphasize the group’s important values and identity – “We’re known for being special”.

Group Cohesiveness 

Cohesiveness the tendency of a group or team stick together. 

What manager can do to enhance team cohesiveness:

· Strive for a favorable public image to increase the status and prestige of belonging

· Encourage interaction and cooperation

· Emphasize members’ common characteristics and interests

· Regularly update and clarify the team’s goals

· Give every group member a vital “piece of the action”

· Recognize each member’s contributions

· Focus on external competition to rally the team

· Frequently remind group members they need each other to get the job done

· Keep the team relatively small (2-9 members)

Table 4.3 - Advantages and disadvantages of small teams

	Advantages
	Disadvantages

	1. Members are better able to interact, share information, ask questions, and coordinate their efforts
	1. Less knowledge, skills, experience, and abilities to apply to the team’s tasks

	2. Members are better able to see the worth of their individual contributions
	2. Group that’s too small may show less creativity and boldness because of the effect of peer pressure

	3. Members feel like a large contributors
	

	4. Team leaders are subject to fewer demands and are able to be more informal
	3. Work may be unevenly distributed among members


Teams of 10-16 members have more resources and can take advantage of division of labor – dividing work into particular tasks that are assigned to particular workers – yet they may be characterized by less interaction, lower morale, and what is known as social loafing, the tendency of people to exert less effort when working in groups than when working alone.

Managers must be aware of groupthink and cohesive group's blind unwillingness to consider alternatives. Symptoms of groupthink are feelings of invulnerability, certainty of the rightness of their actions, and stereotyped views of the opposition; rationalization and self-censorship; and illusion of unanimity, peer pressure, and the appearance of mind-guards or self-appointed protectors against adverse information. The results of group-think can be reduction in alternative ideas and limiting of other information. Two ways to prevent groupthink are to allow criticism and to allow other perspectives.

Status within the group

Status is the perceived ranking of one member relative to other members in the group. Status based on performance, job title, wage or salary, seniority, knowledge or expertise, interpersonal skills. High status members have a strong influence on the group and its performance.
There are seven considerations managers must take into account in building a group into an effective team.

(1) They must establish measurable goals and have feedback about members' performance.

(2) They must motivate members by making them mutually accountable to each other.

(3) They must consider what size is optimum. 

(4) They must consider the role each team member must play. A maintenance role, or relationship-oriented role, consists of behavior that fosters constructive relationships among team members.

(5) They must consider team norms, the general guidelines or rules of behavior that most group or team members follow. 

(6) They must consider the team's cohesiveness, the tendency of a group or team to stick together.

(7) They must be aware of groupthink, a cohesive group's blind unwillingness to consider alternatives. 
Topic 5
COMMUNICATION IN ORGANIZATION
Study questions:

1. Definition of communication. Elements of communication process 

2. Types of communication

3. Barriers to communication

4. Steps to overcome the barriers to communication

1. Definition of communication. Elements of communication process

Communication is the transfer of information and understanding from one person to another. The word “communication” has been derived from the Latin word “communis” which means “common”. Thus “communication” stands for sharing of ideas in common.

Communication process consists of the following elements:

1) sender is the person wanting to share information;

2) encoding is the process of translating the information into the message;

3) message is the subject matter of communication;

4) messages are passed on through medium. Medium is the channel used to transmit or pass on the message through conversations, meetings, speeches, orders, reports, instructions, suggestions, the telephone,  e-mail, memos, letters, bulletin boards, PowerPoint presentations, videoconferencing, printed publications, videos, Internet and so on; 

5) receiver is the person who receives the information;

6) decoding is the process by which the receiver interprets the message;

7) feedback (response) is the reaction of the receiver to the sender’s message.

The diagram 5.1 illustrates the major elements of the communication process.


Effective communication occurs when the sender and the receiver of a message both interpret it in the same way.

Efficient communication occurs at minimum cost.

2. Types of communication

Communication may be classified on different bases. They are:

1. On the basis of organizational structure:

1) formal flows in formally established channels and is concerned with work-related matters.

Much of the communication in an organization is what we call formal communication. Formal communication is of three types: vertical, horizontal, external.

- Vertical – meaning downward and upward. 

Vertical communication is the flow of messages up and down the hierarchy within the organization: bosses communicating with subordinates, subordinates communicating with bosses. The more management levels through which a message passes, the more it is prone to distortion.

- downward communication flows from a higher to a lower level. The purpose of these communications is to pass on instructions related to particular job task, explanation about the relationship between tasks, explanation of the organization’s procedure and practices, informing about mission and goals;

- upward communication flows from lower levels to higher level. These communications generally act as a feedback. For example: grievances, reports of progress, reports of unsolved problems, reports of employee efficiency, suggestions for improvements. Upward communication helps the managers to evaluate the effectiveness with which its orders have been carried out by the subordinates. 

- Horizontal flows between work units. 

They refer to communications among the subordinates who are working on the same level of the organization. Such communications help coordinate the activities of different departments. Consultation between departmental managers, meeting of workers to discuss a problem, line and staff conferences belong to this mode of communication. 

- External communication flows between people inside and outside the organization (customers, suppliers, investors, government agencies, interest group representatives).

2) informal communication is free from all sorts of formalities. They are based on the informal relationship between the persons. There are two aspects of informal channels: 

- the grapevine. The grapevine is the unofficial communication system of the organization. The grapevine is faster about 75% than formal channels and used by employees to acquire most on-the-job information;

- management by wandering around means that manager wanders around organization and talks with people across all lines of authority. This reduces distortion caused by formal communication. Management by wandering around allows managers to listen to employee’s suggestions and learn about their problems. It also enables managers to express to employees what values and goals are important to them.

2. On the basis of means used:

- verbal (oral) communication

In verbal communication information is given directly either face to face or through a telephone system. Generally, meetings, lectures, interviews, conferences etc., the communication is oral. 
Table 5.1 – Advantages and disadvantages of verbal communication

	Advantages
	Disadvantages

	1. Save time and money

2. It is only way out during period of emergency

3.  Encourage feedback 
	Oral communication is not useful when:

1. message is elaborate 

2. information has to be recorded for evidence

3. the receiver needs time to think before acting upon the message to be conveyed


- written communication

Written communication can take the form of a report, statement, note, manual, handbook, letter, memo. 
Table 5.2 – Advantages and disadvantages of written communication

	Advantages
	Disadvantages

	1. It provides a permanent record for future use

2. In case of disputes, it serves as evidence

3. It reduces the chance of distortion of information

4. It is reliable when transmitting lengthy information
	1. It is not certain whether the receiver has understood the message or not

2. It is generally an expensive and time consuming process

3. It leads to excessive formality and rigidity in personal relations


- non-verbal communication

Non-verbal communication is expressed are through interpersonal space, eye contact, facial expression, body movements (postures and gestures), and touch. 

It has multiple functions:

- used to repeat and accent a verbal message;

- help to understand better the feeling, attitudes and emotions of each other;

- may substitute for the verbal message.

Many researches indicate that non-verbal signals may make up as much as 70% of communication. 

Some features of non-verbal signals:

- when we speak, our body may sometimes “say” different things than our words convey;

- they highly dependent on the context and cross-cultural differences;

- women better than men can interpret gesture language;

- most gestures inherited;

- the higher social status and cultural level, the less gestures man use;

- some cultures are animated, other restrained. 

- we can make more than 700,000 possible motions. Scientists learned to decode only 1000 of them. 

3. Barriers to communication

Unfortunately, the entire communication process can be disrupted at several different points by what is called noise. Noise is anything that interferes with communication effectiveness. Noise can occur in the encoding or decoding, in the medium or in the feedback.

Main barriers to communication:

1. Information overload – more information than necessary, and person can’t handle it. 

2. Faulty organizational structure.  In a enterprise where: the chain of command is too long or the span of control too big, heavy pressure of work, lack of instructions, several layers of management, communication will be poor.

3. Tense atmosphere in the team and weak organizational culture. Effective upward communication depends on an atmosphere of trust. No subordinate is going to communicate to a manager who is always negative and bad-tempered.

4. Poor listening, reading, writing, and speaking skills.

5. Stereotypes: consists of oversimplified beliefs about a certain group of people. 

6. Status effect. Filtering is the intentional distortion of information to make it appear favorable to the recipient. As a result, there may not be full flow of information, particularly unpleasant information from the subordinates to the superiors. 

7. Different backgrounds: when people with different knowledge and experience try to communicate, they often have different world interpretation; they are selective about what things have meaning to them and what don’t. 

8. Semantic barriers: arise due to the differences in meanings which different people attach to different things. Semantics is the study of the meaning of words. 

Semantic meaning becomes a problem because jargon develops. Jargon is terminology specific to a particular profession or group. 

Some problems arise when person speak abstractly, without concrete information. 

9. Poor choice of channels. Manager need to use right medium. 

Channel Richness - the amount of information and meaning conveyed through a channel (Figure 5.2).


Oral channels (e.g., face-to-face) are the richest channels, useful for sending difficult and unusual messages is more effective with nonroutine situations. It allows the receiver of the message to observe body language and tone of voice. It allows the sender to get immediate feedback, to see how well the receiver comprehended the message. The danger of using a rich medium for routine matters is that it results in information overloading.

Written channels are less rich, useful for simple and routine messages. Is more effective with routine situation. When communication process may take place without feedback. 

Combined channels are best used for important messages that must be attended to. 

10. Resistance to change: it is general tendency of human beings to maintain the existing state of affairs. 

11.  Physical barriers: physical distance, noisy location.

12. Emotions: person may be under stress (positive or negative), may be angry or feel tired. In such situations people may talk too fast, they may organize their ideas poorly or neglect essential details.

13.  Language problem: when people cannot speak the same language, they cannot communicate with each other effectively. 

14. Cultural differences and variations in meaning of different types of nonverbal communication around the world. 

5. Steps to overcome the barriers to communication

A number of things can be done to overcome barriers and improve the process of communication. 

1. There are three ways to reduce the amount of information:

a. plan your activity;

b. sort necessary information in different folders;

c. learn which messages to ignore. Top executives, of course, have assistants to check their messages and summarize the important ones.

2. Improve your listening, reading, writing, and speaking skills.

To become a good listener, you should:

1) concentrate on the content of the message; 

2) identifies motive of speaker;

3) be sensitive to nonverbal messages; 

4) ask questions and summarize the speaker’s remarks;

5) show interest;

6) write accurate notes;

7) give the speaker a fair hearing.

To become an effective writer:

1) understands rules of grammar;

2) write simply;

3) go from most important topic to least important; go from least controversial topic to most controversial; and go from negative to positive;

4) recognizes meaning of various forms of expression: metaphor, simile, irony, imagery, idioms;

To become an effective speaker:

1) consider your objectives;

2) consider your audience. How receptive will it be? If you anticipate positive reception of your message, you can be more direct;

3) clarify ideas through use of examples;

4) consider different points of view;

5) use improvisations;

6) give and accept positive criticism;

7) enhance oral presentations by using non-verbal forms expression;

8) follow three simple rules. Tell people what you are going to say (5-15% of your speaking time). Say it (75-90% of your speaking time). Tell them what you said (5-10% of your speaking time).

3. The basic rule about language is to keep it as simple as you can, avoiding ambiguous and emotive statements.

4. There should be a system of feedback for effective communication. Feedback makes communication a two-way process. The goal of feedback is to provide the manager with information that can be used for constructive improvement.

Organization may use:

- a special “suggestion boxes” with blank forms for employees to fill out describing their ideas for improvement;

- anonymous phone calls;

- open office hours;

- on-line discussion forums;

- regular employee group meetings;

- employee advisory council composed of members of groups. Such a council may meet with top management on a regular schedule to discuss and react to new policies and programs that will affect employees;

- communication consultants can be hired to overcome communication problems. With help from consultants company: 1) informs new employees about their duties, responsibilities; 2) holds meetings to share information with a firm’s employees about the firm’s policy and financial health.

5. To break down status barriers, increase the frequency of interpersonal contact, and get more information from low-level sources, managers have to use management by wandering around. Of course, this requires a trusting relationship.

6. Physical barriers. An important but sometimes neglected part of communication involves use of interpersonal space. Office or workspace architecture is becoming increasingly recognized for its important influence on communication and behavior. To get people to communicate with each other more companies design many public spaces, most of the walls that exist are glass, many areas have no walls.

7. Information technologies are breaking down barriers by making communication easy, immediate, and inexpensive.

Managers and other staff can use a computer for different purposes: planning, gathering, collecting and analyzing information, writing and rewriting, bookkeeping, inventory, making presentations. 

The Internet is a global network of independently operating but interconnected computers. Two private uses of the Internet are as intranets and extranets.

An intranet is an organization’s private Internet. 

An extranet is an extended intranet in that it connects internal employees with selected customers, suppliers, and other strategic partners. 

Electronic mail uses the Internet to send computer-generated text and documents between people. E-mail became a major communication medium because of four key benefits: 1) reduced cost of distributing information (paper costs, telephone bill); 2) increased team-work; 3) increased flexibility. 

Videoconferencing uses video and audio links along with computers to enable people located at different locations to see, hear, and talk with one another.

Presentations – very popular method of communication in all types of organizations, usually involving audiovisual material, like copies of reports, or material prepared in Microsoft PowerPoint or Adobe Flash.

8. For the best communication effect, you should use graphics. 
Graphic is visual presentations of information. Graphics help simplified perceiving of information. People can more quickly absorb information when it is shown in a graphical way. Managers use a variety of specialized charts in their work. The most common of these is the:

1) organigram, or organization chart. An organization chart graphically shows the hierarchical authority, roles and responsibilities, functions and relations within an organization;

2) bar charts:

- simple bar chart – shows quantity changes over time or over geographic distances;

- multiple bar chart – shows two or three kinds of quantities on one chart;

- bilateral bar chart – shows plus and minus differences and is especially good for showing percentage changes;

- stacked bar chart – used to compare differences in the division of wholes;

- pie chart used to show how wholes are divided;

- line chart – useful in showing changes over time. Variations include surface charts, variance charts, and scatter diagrams.

- statistical map – shows quantitative differences by geographic areas;

3) Gantt chart is graphic presentation that shows planning and scheduling activities;

4) flowchart shows the sequence of operations in an industrial process. 

 Topic 6
Organizational CONFLICTs, stresses, and resistance to changes
Study questions:

1. Conflicts. Types of conflicts

2. Causes of conflict

3. Strategies for managing conflicts

4. Job stress. How to reduce and manage job and workplace stress

5. Resistance to changes. Managerial actions to reduce resistance to changes

1. Conflict. Types of conflicts

Conflict is a disagreement between people. 

Conflicts follow a fairly clear pattern. Latent conflict refers to the time when the conditions for conflict exist. Perceived conflict refers to occasions when group members intellectually know that conflict exists.  Manifest conflict refers to observable behavior. At this stage conflict should be resolved. Conflict aftermath refers to the situation after conflict is resolved. It describes the resulting relationship between the parties in conflict.

Traditional view – conflict must be avoided and conflicts can cause problems in the workplace. Not all conflict is bad. Well managed conflict contributes to creativity, strategic initiative, more effective systems of motivation and communication, stronger workplace relationships. Organizations shouldn’t attempt to prevent conflict, but should instead focus energy on preventing unresolved or destructive conflict.

Types of conflicts

Functional conflict exists when disagreement and opposition support the achievement of organizational goals. Functional conflict stimulates people toward greater work efforts, cooperation, improves the quality of decisions, stimulates creativity. 

Dysfunctional conflict exists when conflict prevents the achievement of organizational goals, divert time and energy from the main issues, delay decisions, decrease or destroy good relationship.

Whether or not conflict benefits people and organizations depends on two factors: (1) the intensity of the conflict and (2) how well the conflict managed. The curve depicted on Figure 6.1 shows that conflict of moderate intensity can be good for performance. At very low or very high intensities dysfunctional conflict occurs.
Escalating destructively, conflict is expensive, both in financial and human terms. Between 30% and 40% of a manager’s time is spent dealing with employee conflict and helping employees reach agreement. Employee turnover due to conflict results in recruitment costs, training and development costs, and loss of productivity during that period. Health care costs are nearly 50% greater for workers who report high levels of stress.

Managers and leaders spend a lot of time dealing with conflicts of various forms.

Task conflicts involve disagreement over such sings as content and goals of the work; the allocation of resources; the distribution of rewards, policies, and procedures; and job assignments.

Emotional conflicts result from feelings of anger, distrust, dislike, and fear, as well as from interpersonal relationships. Emotional conflicts almost always dysfunctional.


	Situation
	Level of conflict
	Type of conflict
	Unit’s internal characteristics
	Performance outcome

	A
	Low or none
	Dysfunctional
	Apathetic, Stagnant, Non-responsive to change, Lack of new ideas
	Low

	B
	Optimal
	Functional
	Viable, Self-critic, Innovative
	High

	C
	High
	Dysfunctional
	Disruptive, Chaotic, Uncooperative
	Low



Conflict may be broadly categorized as:

Inter-organizational conflicts: occur across organizations. Managers in one firm may feel another is not behaving ethically (the classic example is the 'cola-war' that created a conflict situation between two giant corporations).

Intra-organizational conflicts include such types of conflicts: 
Intergroup conflicts (Vertical and Horizontal): occur between 2 or more teams or groups. Managers play a key role in resolution of this conflict.

Vertical conflict occurs between different levels in organization: bosses conflict with subordinates, subordinates conflict with bosses (for example, union versus management, foremen versus middle management, shop workers versus foremen).
Horizontal conflict occurs between work units, among the subordinates who are working on the same level of the organization. For example, conflict between line and staff personal, between trade union and board of directors, between formal and informal groups. This type of conflict occurs because of the different tasks and interests. 

Inter-personal conflict: between individuals based on different goals or values.

Statistics show that 85% of dismissals are due to personality conflicts.

Intra-personal conflict: is internal to the individual and is perhaps the most difficult form of conflict to analyze and manage. Intrapersonal conflict is basically a conflict between two incompatible tendencies. For example: when employee tries to satisfy both the customer’s needs and the company’s expectations; when a person is faced with a situation where he has to choose between recommendations of different bosses.

2. Causes of conflict

Conflicts in organizations may arise for a variety of reasons:

· ambiguities (unclear job expectations, task uncertainties, poorly designed reward system); 

· recourse scarcities (the traditional and most common source of conflict is competition for limited resources. This may be for money, material or even men);  

· divisions and departments often have different objectives. If their members cannot find common values and goals, they will not cooperate. Competition may be for power, prestige or status;

Table 6.1 - Differences in units orientation (сonflict between marketing and production departments because of the different goals and task interdependencies)

	Marketing units
	Production units

	1. Managers challenges meet of consumer’s demands. Manager’s philosophy can be expressed in such words: “To identify the need and meet it”.
	1. Managers challenges meet of enterprise’s demands. Manager’s philosophy can be expressed by such words (proposed by H. Ford): “We can offer customers the car of any color, but only  if this color is black”

	2. Goods, purchasing of which is guaranteed, are manufactured and sold
	2. What ever can be produced, is manufactured and sold

	3. Wide range of goods is preferable
	3. Narrow range of goods is preferable

	4. Purposes of the enterprise are effected by the external factors
	4. Purposes of the enterprise are effected by the internal factors

	5. Planning is mainly strategical
	5. Planning is mainly tactical

	6. Scientific investigations deal with market analysis for producing of competitive goods
	6. The purpose of scientific investigations is to improve products which are produced and reduce the  production cost

	7. The price policy takes into account market situation (customer demands, competitor behavior)
	7. The price policy takes into account production cost

	8. Packing is treated as promotion
	8. Packing is treated as a form of storing

	9. Keeping large stocks is favorable for rapid fulfillment of orders
	9. Keeping large stocks leads to increase of expenditures


· poor communication may cause ambiguities (unclear job expectations, task uncertainties) and misunderstanding between people (different groups may have stereotypes, may use jargon, may have tendency to perceive problems from one point of view);

· personality characteristics (people may have different value systems, characters, temperaments, interests, living standards). Persons with aggressive or autocratic natures are potential sources of conflict;

· task interdependencies (when individuals or groups must depend on what others to do to perform well themselves, conflict often occur). Some employees are more knowledgeable and comfortable being solo contributors than being members of a team;

· specific characteristic of organizational structure;

· employees are neither trained nor prepared to negotiate shared areas of responsibility and productivity gaps comfortably;

· organizational problems and responsibilities are analyzed from individual or departmental viewpoints, rather than from that of the organization as a whole. Good decisions are further undermined by a short-term, crisis approach to problem-solving.

3. Strategies for managing conflicts

Personal conflict may be resolved in five ways (Figure 6.2). No technique is ideal for every situation.

Avoiding or smoothing: denying the existence of conflict and hiding one’s true feelings, pretends that conflict doesn’t really exist and hopes that it will simply go away. Resolving conflicts by withdrawing from or suppressing them. 

This approach is best used when:

· disagreements develop from minor unimportant issues;

· time is needed in order to gather additional information for informed decision making;

· the negative impact of the confrontation out ways the benefit of a quick positive resolution.

Unfortunately, problems that are not quickly addressed tend to grow over time. Relationships can be damaged by unresolved issues. Over-use of this style can lead us into giving up too many of our personal goals and enable others to take advantage of us.

Accommodating: resolving conflicts by placing another’s needs and concerns above your own.

· This technique is particularly useful:

· for the sake of а good relationships;

· when the other party is well prepared and has more information. In these circumstances the technique allows us to save face and move forward;

· in the client service model. It is nearly always more important to maintain a positive relationship with a client than it is to be victorious in a confrontation.

On the other hand, if you find yourself over utilizing this strategy and always putting the needs of other before your own you will find yourself with a feelings of resentment.

Compromising:  occurs when each party to the conflict gives up something of value to the other. 

Compromise is a negotiation process in which both parties give up something they want in order to reach a conclusion that is equally acceptable to both.

It is most useful:

· when both parties are of equal status and there is no simple solution. 

The result is typically a series of offers and counter offers until and agreement is made.

Unfortunately, no one is ever really satisfied with the results of this technique. But, at least both parties are equally dissatisfied.

Forcing or authoritative command uses force, superior skill, or domination to “win” a conflict. Resolving conflicts by satisfying one’s own needs at the expense of another’s. "Just do it this way!"

It is most effective:

· in conflict which involves personal differences that are unlikely to change;

· in situations where others are likely to take advantage of those who display a non-competitive nature. Competitive leaders provide clear expectations for what, when and how things need to be done. There is a clear demarcation between leader and follower;

· in circumstances which require a quick decision;

· when making unpopular decisions which need to be implemented.

The down side of the model is the hostility it has a tendency to breed in those on the losing side. This is especially true when it is the only style of conflict management being utilized.

Collaborating: Searching for a solution that meets each other’s needs.
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Strategies are recommended to avoid unproductive conflicts

· Build trust 

· Clearly define participants' roles and authorities 

· Establish rules 

· Promote leadership 

· Bring a collaborative attitude to the table 

· Recognize time and resource constraints

· Address cultural differences and power imbalances 

· Build accountability and organizational commitment

· Produce early measurable results 

· Link decision making and implementation 

· Promote good communication and listening skills (choose your words carefully, avoid being judgmental, pay attention to the nonverbal content of communication, use questions of clarification and avoid accusatory questions, actively listen to the other party, do not fear to tell others that they are correct about something, refrain from giving advice)

4. Job stress

Stress is a state of tension experienced by individuals facing extraordinary demands, constraints, or opportunities.

Stress can be either constructive or destructive. Constructive stress acts in a positive way to increase effort, stimulate creativity, and encourage diligence in one’s work. Destructive stress impairs the performance of an individual.
Medical research concerned that too much stress can reduce resistance to disease and increases the likelihood of physical and mental illness.

Job stress statistics:
· 80 percent of workers feel stress on the job, and nearly half reported that they needed help in learning how to manage it.

· 40 percent of workers report their job is “very or extremely stressful.” And that one-fourth of employees view their jobs as the number one stressor in their lives.

· 26 percent of workers report they are "often or very often stressed by their work."

· three-fourths of employees believe the worker has more on-the- job stress than a generation ago.

· women are 60 percent more likely to suffer from job stress than men.

Symptoms of job stress are of three types: physiological, psychological, behavioral. These symptoms are: apathy, negativism, low morale, boredom, anxiety, frustration, fatigue, depression, anger, absenteeism, physical problems (headaches, stomach problems).

Sources of stress

Potential factors that cause stress at work are of two types: job-related and personal factors. 

Job-related factors:

· long work hours 

· information overloading

· unrealistic work deadliness

· difficult bosses or co-workers

· unwelcome or unfamiliar work

· uncertainty around important matters

· conflicts

· change of any kind

· career progress that is too fast or too slow

· occupational diseases

· unpleasant or dangerous physical conditions (crowding, noise, air pollution, ergonomic problem)

· routine tasks  or monotonous job

Personal factors: family events and personal affairs.

What managers or employers can do to reduce stress at work

1. Sponsor wellness programs for employees. Among the health-promotion activities typically offered are smoking control, health risk appraisals, back care, stress management, physical fitness, nutrition education, high blood pressure control, and weight control. The expectations are that investments in such programs benefit both the organization and its employees.

2. Improve communication:
· Share information with employees to reduce uncertainty about their jobs and futures.

· Clearly define employees’ roles and responsibilities.

· Make communication friendly and efficient, not mean-spirited or petty.

· Provide performance feedback

3. Consult your employees:

· Give workers opportunities to participate in decisions that affect their jobs.

· Consult employees about scheduling and work rules.

· Be sure the workload is suitable to employees’ abilities and resources; avoid unrealistic deadlines.

· Show that individual workers are valued.

4. Offer rewards and incentives:

· Praise good work performance verbally and institutionally.

· Provide opportunities for career development.

· Promote an “entrepreneurial” work climate that gives employees more control over their work.

5. Cultivate a friendly social climate:

· Provide opportunities for social interaction among employees.

· Establish a zero-tolerance policy for harassment.

· Make management actions consistent with organizational values.

· Offer help for personal stress

· Find humor in the situation
6. Use time management program

· Create a balanced schedule. Analyze your schedule, responsibilities, and daily tasks. Try to find a balance between work and family life, social activities and solitary pursuits, daily responsibilities and downtime.

· Prioritize tasks. Make a list of tasks you have to do, and tackle them in order of importance. Do the high-priority items first. 

· Don’t over-commit yourself. Avoid trying to fit too much into one day. Drop tasks that aren't truly necessary to the bottom of the list or eliminate them entirely.

· Delegate responsibility. You don’t have to do it all yourself. If other people can take care of the task, why not let them? 

· Try to leave earlier in the morning. Don’t add to your stress levels by running late.

· Plan regular breaks and perform relaxation techniques. Make sure to take short breaks throughout the day to sit back and clear your mind. Also try to get away from your desk for lunch. Stepping away from work to briefly relax and recharge will help you be more productive.

5. Resistance to changes

Change is alterations in people, structure, or technology. Change is an organizational reality, because external environment (marketplace, governmental laws and regulations, technology, labor markets, economic) and internal environment (strategy, workforce, new equipment, employee attitudes) forces for change. The person may accept the change either negatively, with feeling of displeasure, or positively, with enthusiasm. Managing change is an integral part of every manager’s job.

Why resistance to change?

Most people don't like change because they don't like being changed. When change comes into view, fear and resistance to change follow – often despite its obvious benefits. Employees resist change for a wide variety of reasons:

· fear to lose something they value

· don't understand the change and its implications

· don't think that the change makes sense (belief that change is incompatible with the goals and interests of the organization, low resources)

· don’t want to leave a comfort zone and take a risk

· disagreement with the need for change
· belief that the change initiative is a temporary fad

· belief that employees or managers are incompetent

· loss of authority or control

· loss of status or social standing

· lack of faith in their ability to learn new skills

· feeling of change overload

· lack of trust in or dislike of managers

· loss of job security

· loss of family or personal time

· feeling that the organization is not entitled to the extra effort

· inertia. All organizations suffer from inertia to some degree and try to maintain status quo.

For some people resisting change, there may be multiple reasons. Adding to this complexity is the fact that sometimes the stated reason hides the real, more deeply personal reason. 

Situation when resistance to change is more probable:

· strong organizational culture is particularly resistant to change because it is made up of relatively stable and permanent characteristics

· culture is weak

· dramatic crisis occurs

· leadership changes hands

· organization is young and small 

Employees can more easily adapt to change if they are prepared, included and supported.  A variety of actions available for managers to deal with dysfunctional resistance.

Managerial actions to reduce resistance to change

Organizational culture

· Develop comprehensive and coordinated strategy

· Implement new “ways of doing things”

· Reinforce new values

· Protect against any return to old, familiar practices and traditions
Education and communication

· Communicate with employees to help them see the logic of change.

· Educate employees through one-on-one discussions, memos, group meetings.

· Appropriate if source of resistance is either poor communication or misinformation.

· Must be mutual trust between managers and employees.

Participation

· Allows those who oppose a change to participate in the decision.

· Assumes that they have expertise to make meaningful contributions.

· Involvement can reduce resistance.

Facilitation and support

· Provide supportive efforts such as employee counseling, new skills training.

Negotiation

· Exchange something of value to reduce resistance.

Manipulation and cooptation
· Manipulation is covert attempts to influence such as distortion facts, withholding damaging information, or creating rumors.

· Cooptation is a form of manipulation and participation. Inexpensive and easy ways to gain support of resisters.

Coercion

· Using direct threats or force.

· Inexpensive and easy ways to get support.

Topic 7
decision making process
Study questions:

1. Decision making definition

2. Types of decisions

3. Decision conditions

4. Approaches to decision-making 

5. Decision-making styles

6. Steps in decision making process

7. Decision-making techniques that foster creativity

1. Decision making definition

Decision-making is a basis for organization activity. Efficiency of the human, financial, informative resources using depends on quality of decisions. Implementation of decisions is the most important evaluation criterion of manager’s capabilities. A decision-making requires responsibility, systematizations of actions, good organization and others skills. 

Decision making is the process of identifying and choosing alternative courses of action. Managers need to make proficient decisions while performing the functions of management.

2. Types of decisions
Decisions are of two types: programmed and nonprogrammed.

– programmed decisions. Programmed decisions are those that occur under repetitive or routine situations in which the decision maker should use organizational policies, procedures, and rules to make the decision. Programmed decisions are fairly structured and occur fairly frequently. Decisions can be planned or programmed in advance to be implemented as needed. 

– nonprogrammed decisions. Managers must also deal with new or unexpected situations. Nonprogrammed decisions are those that occur under nonroutine, unfamiliar circumstances. Because they occur in response to unusual, unpredictable opportunities, nonprogrammed decisions are relatively unstructured. Few decisions in the real world are either fully programmed or nonprogrammed.

Table 7.1 – Programmed and nonprogrammed decisions

	
	Programmed decisions
	Nonprogrammed decisions

	Type of problems
	Nonsignificant, well-structured, familiar, easily defined
	Significant, unstructured, new and unusual

	Frequency of application
	Recurring and routine
	Nonrecurring, 

	Information
	Easily accessible and reliable
	Ambiguous or incomplete

	Management level
	Low level
	High level

	Time to make decision
	Long period of time 
	Shorter period of time

	Basis for making decisions
	Org. policy, procedures and rules
	Estimation and creation




3. Decision conditions

People in organizations make decisions under each of the three conditions – decisions in environment of certainty, risk, and uncertainty. 

- Certainty. Each alternative’s outcome is known in advance. 

	Certain environment

Alternative courses of action and their outcomes are known to decision maker

Problem

Alternative 1

Alternative 2

Alternative 3

Outcome A

Outcome B

Outcome C


	Very few managerial problems occur in certain environment, but steps can sometimes be taken to reduce uncertainty.


- Risk. Probabilities can be assigned to each alternative.

	Risk environment

Decision maker views alternatives and their outcomes in terms of profitability


Problem

Alternative 1

Alternative 2

Alternative 3

0,7   Outcome A

0,5   Outcome B

0,2   Outcome C


	As risk environment lacks complete information, but offers “probabilities” of the likely outcomes for possible action alternatives. Risk is a common decision condition for managers. It is especially typical for organizations that depend on new ideas and continued innovation.


Expected value – the conditional return from each possible outcome

Example. Expected Value for Revenues from the Addition of One Ski Lift

	Event
	Expected Revenues    X
	Probability
	=    Expected Value of Each Alternative

	Heavy snowfall
	$850 000
	0,3
	$255 000

	Normal snowfall
	725 000
	0,5
	362 500

	Light snowfall
	350 000
	0,2
	70 000

	
	
	
	$687 500


- Uncertainty. Lack of information or knowledge makes the each alternative unpredictable such that no probabilities can be determined.

	Uncertain environment

Decision maker doesn’t know all alternatives and outcomes, even as probabilities

Problem

Alternative 1

Alternative 2

Alternative 3

0,4 Outcome A

Outcome B

Outcome C


	Information is so poor that managers are unable even to assign probabilities to the likely outcomes of alternatives. The high level of uncertainty forces managers to rely on creativity in solving problems; it requires unique, novel, and often totally innovative behavior. Groups are frequently used for problem solving in such situations.



4. Approaches to decision-making

- systematic and intuitive decision making;

In systematic thinking a person approaches problems in a rational, step-by-step, and analytical fashion. Managers who are systematic can be expected to make a plan before taking action and then to search for information to facilitate problem solving in a step-by-step fashion.

Someone using intuitive thinking, by contrast, is more flexible and spontaneous and also may be quite creative. This approach tends to work best in situations of high uncertainty where facts are limited and few decision precedents exist.


Figure 7.3 – Intuitive decision making

- individual and group decision making;

Most managers work with groups and teams. Groups make better decisions than most individuals acting alone, though not as good as the best individual acting alone.

Table 7.2 – Group decision making: potential advantages and disadvantages 

	Potential advantages
	Potential disadvantages

	1.  Better-quality decisions

2.  More information, alternatives, creativity, and innovation

3. Intellectual stimulation

4. Better understanding of the decision 

5. Greater commitment to the decision

6.  Good training

7. Better implementation of final plans
	1. Need more time, and is more expensive (less efficient)

2. Slower decision making

3. A few people dominate

4. Social pressure 

5. Group think 

6. Absence of personal responsibility

7. The large the group, the lower the quality of the decision


Group think: 

- usually occurs when group members rally around a central manger’s idea (CEO), and become blindly committed without considering alternatives;

- the group tends to convince each member that the idea must go forward;

- groups are more confident about their judgments and choices than individuals are.

When a group can help in decision making?

1. When it can increase quality. 

2. When it can increase acceptance.

3. When it can increase development.

Group Decision-Making Techniques

· Interacting Group Technique

The most common decision-making-group, the interacting group is a group in which members interact and deliberate with one another to reach a consensus. No doubt you’ve been in such a group – discussion, persuading, agreeing, disagreeing until a consensus was achieved.

· Nominal Group Technique: 

Stages of work:

· essence of problem and every member of group turns out in writing expresses the ideas on this occasion;

· every member of group meets with all of the pulled out ideas and on the basis of most voices a final decision is made as an idea which is acknowledged accomplished.

This method erects to the minimum the problems of the interpersonal intercourse, which are conditioned official position, division of authorities, relations in a collective.

- Delphi Technique:  The process of using a series of confidential questionnaires posed to experts to refine a solution. Used in the case when members of group can not be present at one place.

Stages of work:
· Problem is distributed in written form to managers who then generate written alternatives.

· Responses are received and summarized by top managers.

· These results are sent back to participants for feedback, and ranking.

· The process continues until consensus is reached.

Delphi group technique is useful when certain individuals might try to dominate group discussion, when there is a high risk of groupthink, when face-to-face discussions are impractical because of the disagreement and conflicts. This method is too bulky and is not useful for majority situations.

5. Decision-making styles

Most managers have two or three decision-making styles. There is not a best decision-making style that applies to all situations.

Awareness of your style help you in identifying your strengths and weaknesses as a decision maker and facilitates the potential for self-improvement.

You can increase your ability to influence others by being aware of styles. For, example, if you are dealing with an analytical person, you should provide as much information as possible to support your ideas.

Different decision-making styles represent one likely source of interpersonal conflict at work. 

· Depending on how an individual perceives and responds to information:

Researches developed a model of decision-making styles based on the idea that styles vary along two different dimensions: value orientation and tolerance for ambiguity.

Value orientation reflect the extent to which a person focuses on either task and technical concerns or people and social concerns when making decision.

Tolerance for ambiguity indicates the extent to which a person has a high need for structure or control in his life. Some people desire a lot of structures in their lives (a low tolerance for ambiguity) and find ambiguous situations stressful and psychologically uncomfortable. In contrast, other do not have a high need for structure and feel good in uncertain situation (a high tolerance for ambiguity). Ambiguous situations can energize people with a high tolerance for ambiguity.








	1. Directive Style
	2. Analytical Style 
	3. Conceptual Style 
	4. Behavioral Style

	People have a low tolerance for ambiguity and are oriented toward task and technical concerns in making decisions. They are efficient, logical, practical, and systematic in their approach to solving problem, like to focus on facts. 

They tend to be autocratic, to exercise power and control, and to focus on the short run.
	Characterized by the tendency to overanalyze a situation. 

Analytical individuals are careful decision makers who take longer to make decision but who also respond well to new or uncertain situation.
	People have a high tolerance for ambiguity and tend to focus on the people or social aspects of a work situation. They take a broad perspective to problem solving and like to consider many options and future possibilities. 

They adopt a long-term perspective and rely on intuition and discussions with others to acquire information. They are willing to take risk and are good at finding creative solutions to problems. 
	People work well with others and enjoy social interactions in which opinions are openly exchanged. Behavioral types are supportive, receptive to suggestions, show warmth, and prefer verbal to written information.

People like to hold meetings, have a tendency to avoid conflict and to be concerned about others. This can lead to weak approach to decision making and to have a hard time saying no.


· Depending on employees participation in decision making:

	1. Autocratic Style

 (no participation)
	2. Consultative Style (limited participation)
	3. Participative Style (high participation)
	4. Empowerment Style (complete participation)

	The manager makes the decision alone and announces it after the fact. An explanation of the rationale for the decision may be given.
	The manager consults individuals or the group for information and then makes the decision. Before implementing the decision, the manager explains the rationale for the decision and sells the benefits to the employees. The manager may invite questions and have a discussion.
	The manager may present a tentative decision to the group, ask for its input, and change the decision if the input warrants a change. Or the manager presents the problem to the group for suggestions. Based on employee participation, the manager makes the decision and explains its rationale.
	The manager presents the situation to the group and describes any limitation to the decision. The group makes the decision. The manager may be a group member with equal input. 

Note that empowerment should only be used with employees with outstanding capability.


6. Steps in decision making

The common steps in a rational approach to decision making are described in Figure 7.4.


Step 1 – Identify a problem. 

Problem is discrepancy between an existing and desired state of affairs (Customer complaints. Supplier breakdowns. Staff turnover. Sales shortfalls. Competitor innovations.).

Problems may also be opportunities. 

This is a stage of information gathering, information processing, and deliberation.

Three common mistakes may occur at this critical first step in decision making. Mistake number 1 is defining the problem too broadly or too narrowly. Mistake number 2 is focusing on symptoms instead of causes. Mistake number 3 is choosing the wrong problem to deal with.

Step 2 – Identify a decision criteria.

Weighting the criteria to give them appropriate priority in the decision. Developing of clear objectives that include measurable targets and timetables.

Step 3 – Develop alternatives. 

Listing the viable alternatives that could resolve the problem. The involvement of other persons is very important here in order to maximize information. The better the pool of alternatives, the more likely a good solution will be achieved.

For a programmed decisions, the alternatives will probably be easy and obvious. For nonprogrammed decisions, the more creative and innovative the alternatives, the better.

Step 4 – Analyze alternatives and select solution.

This is a stage of identifying the pros and cons of possible alternative courses of action. Each alternative is evaluated against the criteria: Is it legal?  Is it ethical? Is it  feasible? Is it practical? 

Step 5 – Implement the alternative. 

Implementation – conveying the decision to those affected by it and getting their commitment to it.

With programmed decisions, implementing is usually straightforward (though not necessarily easy, for ex., firing employees). With nonprogrammed decisions, implementing can be quite difficult.

Step 6 – Evaluate decision efficiency.

In this stage, you need to determine whether the problem is resolved. If the desired results are not achieved, the process must be renewed to allow for corrective actions. Evaluation is the form of managerial control.

7. Decision-making techniques that foster creativity

Creativity is the ability of the decision maker to discover novel ideas leading to a feasible course of action. A creative management staff and employees are the key to the competitive organization.

1. Brainstorming (developed by Osborn in 1957) is a method of group work, oriented to the search of problem situation decision and generating of greater amount of ideas.

Organization of working group is built in 3 stages:
1) raising of problem (carried out a leader);

2) generation of ideas (work of group);

3) estimation and selection of the best ideas.

Governed for participants:

· participants sit down around the table face to face;

· disputes, criticism, estimation is outright;

· speech time for participants – for 1-2 minutes;

· any ideas are declared;

· the amount of ideas is major than their quality.

Recommendations for participants:

· ideas meet approvingly;

· it is necessary to believe in the decision of problem;

· it is allowed to ask questions which develop an idea;

· all of participants are equal in rights;

· not desired false rumors, whispering, gestures, all that diverts attention.

A leader must:

· to direct the discussion;

· to ask a stimulant questions;

· to utilize jokes, remarks which create an informal situation.

Limitation and terms:

· an amount of participants is 4-6 persons (to 15);

· participants must have the different level of education and specialization;

· working-time of group – 15 - 60 minutes.

3. The technique of focal object involves synthesizing the seemingly non-matching characteristics of different objects into something new. The larger the number of diverse objects included, the greater the opportunity for inventive solutions.

2.  9 Questions technique (proposed by Alex Osborn) is a method oriented to generating of new ideas with a help of universal questions:

	1. Can it be put to new uses?
	6. Can it be modified?

	• Are there new ways to use it as it is?

• Would it have other uses if modified?
	• Is there a new twist?

• Can I change the color, motion, sound, or form?

	2. Can it be adapted?
	7. Can it be rearranged?

	• What else is like this?

• What other idea does this suggest?

• Does the past offer a parallel?

• What could I copy?
	• Interchange components?

• Other pattern?

• Other sequence?

• Other layout? Change pace? Change schedule?

	3. Can it be substituted?
	8. Can it be combined?

	• Who else instead? What else instead?

• Other ingredient(s)? Other material(s)?

• Other process? Other approach?

• Other place?
	• How about a blend? An alloy?

• An assortment? An ensemble?

• Combine units? Combine purposes?

• Combine appeals? Combine ideas?

	4. Can it be magnified? What can I add?
	9. Can it be reversed?

	• More time? More ingredients? More value?

• Greater frequency?

• Can it be stronger? Longer? Higher? Thicker?

• How can I duplicate? Multiply?
	• How about opposites? Turn it backward?

• Turn it upside down?

• Reverse roles?

• Turn the tables?

	5. Can it be minified? What can I subtract?
	

	• What can I make smaller? Lower?

• What can I make shorter? Lighter?

• What can I streamline? Split up?
	


4. Morphological analysis

The term morphology means the study of shape or form. It is concerned with the structure and arrangement of parts of an object, and how these conform to create a whole. 

Essentially, general morphological analysis (developed in 1969 by Fritz Zwicky – the Swiss aerospace scientist) is a method for identifying and investigating the total set of possible relationships contained in a given problem complex. 

Imagine you have a product that could be made of 3 types of material, in 6 possible shapes, and with 4 kinds of mechanism. Theoretically there are 72 (3x6x4) potential combinations of material, shape and mechanism. The point is, to examine all of the configurations, in order to establish which of them are possible, viable, practical, interesting, etc., and which are not. 

Example

An artist, looking for new ways of creating artwork, identifies two attributes, 'materials' and 'canvas', and then lists the values these can take (e.g. 'ink' is a value of 'materials'). She then brings these together in the table below to explore possible combinations (see Figure 9.3).

Table 7.3 – Example of morphological analysis

	Materials
	Canvas

	
	Paper
	Wall
	Window
	Wood

	Ink
	Japanese style

Blotting paper
	Graffiti
	Painted glass
	Marquetry

Bleed rates

	Oil
	
	Mural painting
	Motor oil floating in glass tank
	

	Dye
	Appliqué with dyed strips
	
	Stained glass
	

	Clay
	
	Applied directly over brickwork
	
	Wood and clay sculptures

	Leaves
	Glued then painted over
	Blown onto glued wall
	Translucent 

colored leaves
	


Topic 8
LEADERSHIP
Study questions:

1. Leadership and power

2. Theories of leadership

1. Leadership and power

Leader – is someone who can arouse enthusiasm and direct human resources efforts toward organizational goals. All managers should ideally be leaders. Managers lacking the ability to influence others are not true leaders. Not all leaders have the ability to be an effective manager.

The main differences between manager and leader:

1. A manager is required to plan, organize, direct and control. But a leader is one who gets others to follow him.

2. A manager depends on his authority. But a leader depends on his confidence and goodwill. He inspires enthusiasm.

3. An individual is a leader in the true sense if he is accepted as a leader by the group. A manager is appointed and associated with organized structure.

Leadership - the process of influencing employees to work toward the achievement of organizational objectives. Effective leadership increases the firm’s ability to meet new challenges.

Authority is the right to perform or command; it comes with the manager’s job. 

Power is ability to get someone else to do something you want or make things happen the way you want. Power is the extent to which a person is able to influence others. The foundations of effective leadership lie in the way a manager uses power to influence the behavior of other people.

Managerial power may be gained through the formal position in the organization and/or through personal sources of influence. Sources of position power include rewards, coercion, and legitimacy; sources of personal power include special skills, knowledge and unique personal qualities.

Managerial     =   Position power       +        Personal power    
     (8.1)

             power
Table 8.1 – Sources of position power and personal power used by managers

	Power of the position

(Based on things managers can offer to others)
	Power of the person

(Based on the ways managers are viewed by others)

	Reward Power: “If you do what I ask, I’ll give you a reward.”
	Expert Power: “You should do what I want because of my special expertise or information.”

	Coercive Power: “If you don’t do what I ask, I’ll punish you.”
	Referent Power: “You should do what I want in order to maintain a positive self-defined relationship with me.”

	Legitimate Power: “Because I am the boss; you must do as I ask.”
	


Reward Power: based on the manager’s ability to give or withhold rewards (pay raises, bonuses, verbal praise). Effective managers use reward power to signal employees they are doing a good job.

Coercive Power: based in ability to punish or control others (verbal reprimand, pay penalties, termination). Can have serious negative side effects because followers react out of fear.

Legitimate Power: manager’s authority resulting by their management position in the firm (power to hire/fire workers, assign work). 

Expert Power: based on special skills, knowledge, technical ability, or unique personal qualities. First and middle managers have most expert power.

Referent Power: results from personal characteristics of the leader which earn worker’s respect, loyalty and admiration. Reference is a power derived from charisma or interpersonal attractiveness. Usually held by likable managers who are concerned about their workers. 

The Charismatic leader is someone who able to influence followers through dint of personal magic and charm. Charismatic leaders inspire others and encourage them to be their best. Employees and group members want to impress a charismatic leader, so they work hard and strive to succeed.
Conclusion:

· Successful leadership relies on acquiring and using all sources of power.

· Use of reward power or legitimate power produces temporary compliance.

· Use of coercive power produces, at best, temporary compliance accompanied by resistance.

· Use of expert power or referent power generates commitment.

Empowerment – the process through which managers enable and help others to gain power and achieve influence. Effective leaders empower others by providing them with: information, responsibility, authority, trust.

How leaders can empower others:

· Involve others is selecting their work assignments and task methods.

· Create an environment of cooperation, information sharing, discussion, and shared ownership of goals.

· Encourage others to take initiative, make decisions, and use their knowledge.

· Find out what others think and let them help design solutions.

· Give others the freedom to put their ideas and solutions into practice.

· Recognize successes and encourage high performance.

2. Theories of leadership

Leadership has been viewed by different researchers differently. The important theories of leadership are discussed below:

1. Great Man theory of leadership

2. Trait theory of leadership

3. Behaivoral theories of leadership

4. Situational theories of leadership

1. Great Man theory of Leadership

Great Man theories assume that the capacity for leadership is inherent – that great leaders are born, not made, that leaders are exceptional people, born with innate qualities. These qualities are of such a nature that they can’t be taught or learnt. So, organization just needs to select for leadership positions only those people with the requisite characteristics. 

2. Trait theory of leadership

Similar in some ways to “Great Man” theories, trait theory assumes that people inherit certain qualities and traits that make them better suited to leadership. According to the trait theory the persons who possess particular traits or characteristics could become successful leader.

There have been many different studies of leadership traits and they agree only in the general qualities needed to be a leader. One study identified the following traits and skills as critical to leaders:

	Traits:

    - Adaptable to situations

    - Alert to social environment

    - Ambitious and achievement-orientated

    - Assertive 

    - Cooperative

    - Decisive 

    - Dependable

    - Dominant (desire to influence others)

    - Energetic (high activity level)

    - Persistent 

    - Self-confident

    - Tolerant of stress

    - Willing to assume responsibility
	Skills:

    - Clever (intelligent)

    - Conceptually skilled

    - Creative

    - Diplomatic and tactful

    - Fluent in speaking

    - Knowledgeable about group task

    - Organized (administrative ability)

    - Persuasive 

    - Socially skilled


It was believed that people with such traits could be recruited, selected, and installed into leadership positions. The problem with the trait approach lies in the fact that:

- a leader may prove very successful in one situation due to some traits, but may fail in another situation;

- leadership qualities may be developed through training also;

- there cannot be any common list of personal traits found in all successful leaders;

- some leaders might have possessed certain traits but the absence of them did not necessarily mean that the person was not a leader. The results of the trait studies were inconclusive.

3. Behavioral theories of leadership

Behavioral theories of leadership are based upon the belief that great leaders are made, not born. This leadership theory focuses on the actions of leaders, not on mental qualities or internal states. According to this theory, people can learn to become leaders through teaching and observation.

Different patterns of behavior are observed and categorized as “styles of leadership”. 

Leadership style – the combination of traits, skills, and behaviors managers use to interact with employees. Kurt Lewin (1939) identified three major leadership styles: 

1. Authoritarian or autocratic

2. Participative or democratic

3. Delegative or free reign or laissez-faire

Early researchers attempted to identify the “best leadership style” for all situations. Although good leaders use all three styles, depending on the situation.

Authoritarian  (autocratic) leadership style “I want both of you to. . .”
Autocratic managers believe that:

• The average human being has an inherent dislike of work and will avoid it if possible. 

• Because of this human characteristic, most people must be coerced, controlled, or directed with punishment to get them to put forth to achieve organizational objectives. 

• The average human being prefers to be directed, wishes to avoid responsibility, has relatively little ambition, and wants security above all else.

Autocratic leader – one who makes all the decisions, tells employees what to do. Employees are expected to obey orders without receiving any explanations. Manager closely supervises employees, does not trust them, and relies on threats and punishment to influence employees. There is also a clear division between the leader and the followers.
Autocratic leadership is not all bad. Sometimes it is the most effective style to use. These situations can include: 

- New employees who do not know which tasks to perform or which procedures to follow.

- Effective supervision can be provided only through detailed orders and instructions.

- Leader is the most knowledgeable member of the group.

- Employees do not respond to any other leadership style.

- There are high-volume production needs on a daily basis.

- There is limited time in which to make a decision.

- A manager’s power is challenged by an employee.

- The area was poorly managed.

The autocratic leadership style should not be used when: 

- Employees become tense, fearful, or resentful.

- Employees expect to have their opinions heard.

- Employees begin depending on their manager to make all their decisions.

- There is low employee morale, high turnover and absenteeism and work stoppage.

Researchers found that employees do only what is expected of them and no more, lose their interest in their jobs, decision-making was less creative under authoritarian leadership.

Participative (democratic) leadership style “Let's work together to solve this. . .”

Democratic managers believe that: 

• The expenditure of physical and mental effort in work is natural, for the average human being. Under proper conditions employee learns not only to accept but to seek responsibility. 

• People will exercise self-direction and self-control to achieve objectives to which they are committed.

• The capacity to exercise a relatively high level of imagination and creativity in the solution of organizational problems is widely distributed in the population, and the intellectual potentialities of the average human being are only partially utilized under the conditions of modern industrial life.

The democratic manager encourages employees to be a part of the decision making, keeps his employees informed about everything that affects their work. This style requires the leader to be a coach who has the final say, but gathers information from staff members before making a decision. Group members feel engaged in the process and are more motivated and creative.

Typically the democratic leader: 

- Develops plans to help employees evaluate their own performance.

- Allows employees to establish goals.

- Encourages employees to grow on the job and be promoted.

- Recognizes and encourages achievement. 

The democratic leadership style is most effective when: 

- Employees are highly skilled or experienced.

- The leader wants to keep employees informed about matters that affect them. 

- The leader wants employees to share in decision-making and problem-solving duties. 

- The leader wants to provide opportunities for employees to develop a high sense of personal growth and job satisfaction. 

- There is a large or complex problem that requires lots of input to solve. 

- Changes must be made or problems solved that affect employees or groups of employees. 

- You want to encourage team building and participation. 

Like the other styles, the democratic style is not always appropriate. It should not be used when: 

- There is not enough time to get everyone’s input. 

- It’s easier and more cost-effective for the manager to make the decision. 

- The business can’t afford mistakes. 

- The manager feels threatened by this type of leadership. 

- Employee safety is a critical concern. 

Delegative (free reign or laissez-faire) leadership style “You two take care of the problem while I go. . .” 

This style is also known as the “hands-off¨ style. It is one in which the manager provides little or no direction and gives employees as much freedom as possible. All authority or power is given to the employees and they must determine goals, make decisions, and resolve problems on their own. 

This is an effective style to use when: 

- Employees are highly skilled, experienced, and educated. 

- Employees have pride in their work and the drive to do it successfully on their own. 

- Outside experts, such as staff specialists or consultants are being used 

- Employees are trustworthy and experienced. 

This style should not be used when: 

- It makes employees feel insecure at the unavailability of a manager. 

- The manager cannot provide regular feedback to let employees know how well they are doing. 

- Managers are unable to thank employees for their good work (it often leads to a lack of motivation). 

- The manager doesn’t understand his or her responsibilities and is hoping the employees can cover for him or her. 

Factors that influence which leadership style to use: 

· The manager’s personal background. What personality, knowledge, values, ethics, and experiences does the manager have? What does he or she think will work?

· The employees being supervised. Employees are individuals with different personalities and backgrounds.

· The company. The traditions, values, philosophy, established procedures and concerns of the company will influence how a manager acts.

· Type of task. Is it structured, unstructured, complicated, or simple? 

· How much time is available? 

· Are relationships based on respect and trust or on disrespect? 

· Who has the information - you, your employees, or both? 

· Internal conflicts. 

· Stress levels. 

· Leadership styles may vary over different cultures. European managers tend to be more people-oriented than American or Japanese managers. Japanese culture is very collective oriented, while American focuses more on profitability.

Blake and Mouton's Managerial Grid
Leadership grid explains how leaders help organizations to achieve their objectives through the factors of concern for task and concern for people. The grid consists of two axes – Y-axis representing concern for task while X-axis representing concern for people on a scale 9 points. 1 represents minimum concern and 9 the maximum. 
Impoverished management (Low People - Low Task Concern 1,1). Leader with this style turn most decisions over to the work group and show little interest in the work process or its results. They perform only to sustain their employment.

Authority-obedience management (Low People – High Task concern 9,1). Leaders with this style make most of the decisions for the work group, give directions, and expect their orders to be followed. They place little emphasis on relationships, motivation or communication with their subordinates. 

	[image: image17.png]High

Leadership Grid

Concern for people

9.1 9,9
5,5

1,1 9,1

Tow Tiigh

Concern for results





	Task concerns

	
	· Plans and defines work to be done

· Assigns task responsibilities

· Sets clear work standards

· Urges task completion

· Monitors performance results



	
	People concerns

	
	· Acts warm and supportive toward followers

· Develops social rapport with followers

· Respects the feelings of followers

· Is sensitive to followers’ needs

· Shows trust in followers


Such leaders are highly effective in tasks that are extremely critical, highly structured and have a short duration. An organization at the verge of collapse might require such leader to fix it, but might not be suitable once the restructuring is finished and organization is back to routine.

Country club management (High People – Low Task concern 1,9). Leaders with this style are warm in interpersonal relationships, avoid conflict, and seek harmony in decision making. 

In certain situations, like a country club manager, where the primary role is to create a comfortable environment for clients while providing routine job, such leaders might be desired.

Middle-of-the-road management (Medium People & Task concern 5,5). These leaders are compromisers who have weak balance between concern for people and task. They avoid any conflicting situations and try to get the work done by moderately focusing on interpersonal relationships, they do not try to push others too much for sake of better results. Such managers can be effective in matured and structured organization that is performing routine job functions or services and do not envision much growth in future.

Team management (High People – High Task concern 9,9) is the most effective type of leadership behaviour. Such leaders create strongly structured tasks, set clear priorities and track the progress on timely basis. At the same time, they promote active participation and teamwork, creates open and comfortable environment, sets guidelines for effective communication and empowers the individuals enough to keep them motivated. Even though this is the most preferred style, it may be best suited in a growing organization.

Strengths of Style Approach

1. Style approach shifts the focus from personality traits and skills to how leaders behave in different situations. 

2. It is centered around two basic orientations, task vs people, which are very intuitive and it’s easy to conceptualize various variations of them.

General Criticism of Style Approach

1. Style approach also fails to prove the effectiveness of task vs people behavior in the outcome of leadership.  

2. Even though the style approach prefers “team manager” style as the most desirable, other styles are also effective in different situations.

4. Situational theories of leadership

More recent research indicates that certain personal traits may be important, but they must be considered along with other situational factors.

Situational theories propose that leaders choose the best course of action based upon situational variable. Success depends upon a number of variables, including the leadership style, qualities of the followers, the task, the organization, and other environmental variables.

Fiedler's Contingency Theory

Fiedler's contingency theory postulates that neither the task-oriented nor the relationship-oriented leadership style is effective all the time. Fiedler believes that leaders should actively seek situations for which their dominant style is most appropriate rather than try to alter personalities of leaders to fit the situations.

Fiedler looked at three situations that could define the condition of a managerial task: 

1. Leader member relations: How well do the manager and the employees get along? 

2. Task structure: Is the job highly structured, fairly unstructured, or somewhere in between? 

3. Position power: How much authority does the manager possess? 

Task oriented managers tend to do better in situations that have good leader-member relationships, structured tasks, and either weak or strong position power. They do well when the task is unstructured but position power is strong. Also, they did well at the other end of the spectrum when the leader member relations were moderate to poor and the task was unstructured. Relationship oriented managers do better in all other situations. Thus, a given situation might call for a manager with a different style or a manager who could take on a different style for a different situation. 

	Leader-member relations
	Good
	Poor

	Task structure
	Good
	Poor
	Good
	Poor

	Position power
	Strong
	Week
	Strong
	Week
	Strong
	Week
	Strong
	Week



Another aspect of the theory is that task-oriented leader will be most successful in either very favorable (high-control) or very unfavorable (low-control) situations. Relationship-oriented manager will be most successful in situations of moderate control.

Examples
· Task-oriented leadership would be advisable in natural disaster, like a flood or fire. In an uncertain situation the leader-member relations are usually poor, the task is unstructured, and the position power is weak. The one who emerges as a leader to direct the group's activity usually does not know subordinates personally. The task-oriented leader who gets things accomplished proves to be the most successful. If the leader is considerate (relationship-oriented), they may waste so much time in the disaster, that things get out of control and lives are lost.

· The relationship-oriented style of leadership can be appropriate in an environment where the situation is moderately favorable or certain. For example, when (1) leader-member relations are good, (2) the task is unstructured, and (3) position power is weak. Situations like this exist with research scientists, who do not like superiors to structure the task for them. They prefer to follow their own creative leads in order to solve problems. In a situation like this a considerate style of leadership is preferred over the task-oriented.

The Hersey-Blanchard Model of Leadership 

	Hersey and Blanchard characterized leadership style in terms of the amount of Task Behavior and Relationship Behavior that the leader provides to their followers. They categorized all leadership styles into four behavior types, which they named S1 to S4:
· S1: Telling - is characterized by one-way communication in which the leader defines the roles of the individual or group and provides the what, how, when, and where to do the task. 
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· S2: Selling - while the leader is still providing the direction, he or she is now using two-way communication and providing the socioemotional support that will allow the individual or group being influenced to buy into the process.S3: Participating - this is now shared decision making about aspects of how the task is accomplished and the leader is providing less task behaviors while maintaining high relationship behavior.

· S4: Delegating - the leaders is still involved in decisions; however, the process and responsibility has been passed to the individual or group. The leader stays involved to monitor progress.

Of these, no one style is considered optimal for all leaders to use all the time. Effective leaders need to be flexible, and must adapt themselves according to the situation.

The right leadership style will depend on the person or group being led - the follower. The Hersey-Blanchard Situational Leadership Theory identified four levels of Maturity M1 through M4:

· M1 - They generally lack the specific skills required for the job in hand and are unable and unwilling to do or to take responsibility for this job or task.

· M2 - They are still unable to take on responsibility for the task being done; however, they are willing to work at the task.

· M3 - They are experienced and able to do the task but lack the confidence to take on responsibility.

· M4 - They are experienced at the task, and comfortable with their own ability to do it well. They able and willing to not only do the task, but to take responsibility for the task.

Maturity Levels are also task specific. A person might be generally skilled, confident and motivated in their job, but would still have a Maturity level M2 when asked to proform a task requiring skills they don't possess.

House’s Path-Goal Leadership Theory

Theory argued that a subordinates' motivation, satisfaction and work performance are dependent on the leadership style chosen by their superior. A successful leader helps followers progress along these path by 1) clarifying the paths, 2) removing barriers, and 3) increasing opportunities for personal satisfaction.

House says there are four leadership styles that may be used contingently to increase subordinates motivation:

1. Directive: The leader clarifies the path to the goal by providing clear directives.

1. Effective when task is ambiguous and subordinates self perception of abilities is low; the clarification of task by leader is positive support.

2. Ineffective if subordinate perceives his on abilities as high and demands more authority.

3. Ineffective if task is routine and unambiguous, the clarifying behavior will be perceived as over-controlling or detrimental to one’s abilities.

4. Effective when subordinate has low preference for independence and self direction.

2. Supportive: Supportive leaders provide psychological support to subordinates and create friendly environment.

1. Effective when subordinate task are risky, monotonous, stressful, the leader uses relationship to enhance confidence, lowers stress and compensate for unpleasant aspect of work.

2. Ineffective when task are intrinsically motivating, supportive behavior will have little or no effect.

3. Participative: The leader encourages involvement of subordinates in decision making and operations. The leader aligns the subordinate and organizational goals, empowers subordinate by increased involvement in organization.

1. Effective when task is ambiguous but subordinate demands involvement in the task structure.

4. Achievement-oriented: The leader encourages performance excellence and exhibits confidence in ability of subordinates to meet challenging goals.

1. Effective when subordinates have individual responsibilities and control over taking decisions of their tasks.

2. Effective when subordinates exhibit high motivation for challenging tasks and are achievement oriented.
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Figure 1.1 – Environment of organization





Figure 1.2 - Organizational life cycle
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Figure 1.4 – Three perspectives on effectiveness
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Figure 2.1 – Levels of organizational culture – observable culture and core culture





Figure 3.1 – The nature of word “management”
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Figure 3.3 – The levels and areas of management
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Figure 3.5 - Organization as open system 
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Figure 1.2 – Stages of planning
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Figure 1.3 - Achievement of the organization’s corporate goals
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Figure 1.4 – Example of enterprise’s objectives design
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What are our strengths?


Manufacturing efficiency?


Skilled workforce?


Good market share?


Strong financing?


Superior reputation?








What are our weaknesses?


Outdated facilities?


Inadequate R&D?


Obsolete technologies?


Weak management?


Past planning failure?








External assessment of the organization








What are our opportunities?


Possible new market?


Strong economy?


Weak market rivals?


Emerging technologies?


Growth of existing market?








What are our threats?


New competitors?


Shortage of resources?


Changing market tastes?


New regulations?


Substitute products?





Figure 1.6 – External and internal assessment of the organization
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Figure 1.7 – Types of strategies





Figure 2.1 – Organizational design alternatives: from bureaucratic to adaptive organizations



























































Figure 2.2 – Two conceptions in organizational design





Figure 2.3 – Line structure
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Figure 3.4 – Functional structure





Figure 2.5 – Functional structures in a business, branch bank, and community hospital
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Figure 2.6 – Line and Staff structure
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Figure 2.7 – Geographic structure
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Figure 2.8 – Product structure
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Figure 2.9 – Customer structure
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Figure 2.10 – Matrix structure
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Figure 3.2 - Maslow’s hierarchy of needs
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Figure 3.6 - Suggestions for motivating employees
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Figure 4.1 – Relationship between planning and control





Figure 4.1 - Types of Groups and Teams
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Figure 4.2 – Groups and teams in organization
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Figure 4.3 – Why are work teams popular?
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Figure 4.4 – Categories of teams





Figure 4.5 - Stages of group development
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Figure 4.6 – Group performance model
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Figure 5.1 – Communication process
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Figure 5.2 - Channel richness scale
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Figure 6.1 – Conflict and performance
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Figure 6.2 – Conflict solving techniques
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Figure 7.1 - Type of problems, decisions and management levels in the organization





Figure 7.2 – Three environments for managerial decision making and problem solving
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Figure 7.4 – Decision-making conditions
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Figure 7.4 – Steps in decision making
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Figure 8.1 – Managerial styles in Blake & Mouton’s Leadership Grid
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Figure 8.2 – Matching leadership style and situation: summary predictions from Fiedler’s contingency theory





Figure 8.3 – Leadership implications of the Hersey-Blanchard situational leadership model





Figure 8.4 – Contingency relationship in the path-goal leadership theory
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