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A THEORY OF ORGANI SATI ON

A. | NTRODUCTI ON

In order to understand how the principles of human rel ations can
be applied in business, we nust begin by |ooking nore closely at
busi ness itself. W need to see the "setting", as it were, inside
whi ch our techniques will work; and this involves us in getting
to know the comon features of "organisations" of various sorts,
from banks to bridge cl ubs.

There are two distinct types of organi sati ons which we can | abel -
1. Fornmml organisations, or "managenent systens"; and

2. Informal organisations, or"social systens".

Managenent systens deal with the rules and regulations in

busi ness; social systens often deal with the interaction between
the workers. It is fairly obvious that nanagenent systens wil|
tend to be "formal" and social systenms will be "informal". Let’s
use these terns throughout this |lecture.

B. WHAT IS ORGANI SATI ON?

1. DEFINITION

"Organi sation" nay be defined in two separate ways, nanely:

(a) as neaning a nunmber of people united for a certain

pur pose, or

(b) as describing the total of arrangenents existing for
securing col | aboration between the nenbers of a group

We shall now deal with these two neanings of ergonisction

in turn:

(0) Under nodern conditions it is unlikely that any single

i ndi vidual would be able to run a | arge busi ness

entirely on his own. Three factors are needed for

success and unl ess theycrepossessed by one i ndividual
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he will have to reach an agreenment with others to
work together with him These three factors are:-

(i) CAPITAL, i.e. the noney needed to start the

busi ness and to carry on until the business

has reached the stage when profits are com ng

in.

(i) HUMAN SKI LLI ENERGY AND EXPERI ENCElI i.e. the
necessary nmanpower to manage and staff the

busi ness.

(iii) CONNECTION, i.e. the fact of having access to
prospective customers, of being known by them

This factor may either be introduced into the

busi ness by sonebody possessing it, e.g., sone-

body already established in the line, or it

may be gradual ly acquired through expenditure

of CAPI TAL AND ENERGY, e.g. in the form of

adverti sing.

(b) Gven these three factors, the question arises as to
how t he nenbers of the group which we call "business"
shoul d be related to each other. That neans, who is
to give orders and who is to carry themout and to
whom may orders be given and by whom This brings us
then to the second definition of the term "organisation",
i.e. atotal of arrangenents existing for securing

col | aborati on between the menbers of a group. Another
way of putting it would be to call it the structure of
rel ati ons between the nmenbers of a business.

A.L. Stinchconbe’s definition of an organi sation reads
as follows: -

An organisation is a set of stable social relations,
deliberately created, with theexplicit intention of
conti nuously acconplishing specific goals or purposes.
This definition, broken down into its essential parts,
vffectively covers both the nmeaning and the function

o. formal organisation. 50 many bu5lnesses, politica
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noverents, and welfare institutions use the word
"organisation” in their titles that it is necessary

to find a definition which can include ElIl these groups.
MJch has been witten about "organisation": do they
allow man to renain an individual? I's a man who is part
of an organi sation as effective as the |one individual?
Shoul d there be | ess organi sation and nore individua
effort?

These questions may never be fully answered. Certainly
to-day nore and nore "organi sation" takes place in every
sphere of life, and the questions are inportant: but

for practical purposes organi sations 29 exist and
function, and therefore we nust define them

Let us now anal yse our definition:

(a)

(b)

An organisation is a set of stable social relations
"Stabl e" neans "rel atively unchangi ng, or of some per-
mant nce". The social rel ationships (people acting, or
wor ki ng, together) are expected to continue for a
relatively | ong period. People working together to assi st
victins of an accident are not "an organi sation" 05
they will not work together for nore than a few hours.
It nust be enphasi sed however that this does not
necessarily mean that M. X, M. Y and M. 2 must all
wor k together for years and that should one of them

| eave, the organisation ceases. it is the posts 0O

roles that Messrs. X, Yand Z fill that need to remin.
Obviously, if staff turnover is too rapid the organi-
sation will become unstable, but in the normal run

staff changes shoul d not upset the organisation if the
vacant posts are refill ed.

Stable relations are deliberately created

The peopl e worki ng together must have becone part of
the group through deliberate action by sonmeone. An
organi sation is made up of nmenbers who qualify and are
chosen in a deliberate manner. A casual gathering of
friends is not an organi sation.
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(c) The exelicit intention of an organisation is to

achi eve a continuous acconel i shnment of objectives

In this statenent we see that to qualify for the title
"organi sation", a stable group of people nust intend

to acconplish sonething positively defined. An

organi sati on cannot exi st where people collect together
with no specific purpose. The definition does 22:

state that the purpose nust be good and useful to

soci ety, although that is expected. (In this respect

the Mafia is an exanpl e of an organi sation which has a
deliberately created set of stable relations in order

to manage various crimnal activities). Short-term

groups set up for fund-raising, for exanmple, are not

organi sati ons since they do not exist for the continuous
acconpl i shnment of goals.

Let’s sunmarise: "Organisation" assunes

Stability of posts or roles.

Pur pose by deliberate creation.

Continuity and Continuity of acconpli sh-

Speci fics ment and specifics as to

goal s or objects.

THUS: An organisation is stable, deliberate, continuous and
has specific goal s.

C. ORGANI SATION |'S FORMAL OR | NFORMAL

HOW DO THEY DI FFER?

Roet hl i sberger, in his book "Man-in-Orgonisation", makes the
di stinction between formal and i nformal organi sation by saying that:
(a) fornal organisation is the result of logical efforts towards
achi evenent of purpose, whereas

(b) informal organisation is the result of spontaneous socia
processes whi ch have no pl anned conmon pur pose.
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Formal organi sation thus |eads to standard methods of procedure
and, since they are logical, they can be changed rel atively
easily and rapidly.

I nformal organi sation, on the other hand, |eads to custons,
traditions, and ideals. They are less |logical and | ess easy

to alter. Theyare concerned with "ways of life" rather than

strai ght-forward ways of acconplishing goals.

Any admi ni strator nmust understand and accept that these two types
or organi sation exist within one business. The rules and regul a-
tions, while logical and inportant, do not always carry as much
wei ght as "ways of life". Working hours are, for exanple, laid
down by rules but workers generally have their own ideas and
feelings about how hard or how long they need to work. It is

i nformal organisation that believes that seniority For pronotion
shoul d bel ong to the man who has worked | ongest for the firmeven
if he does not have the necessary qualifications for the senior
post. The logic of formal organisations believes that a young

man joining the firmwith all the qualifications required for

the post may, and perhaps shoul d, be placed in the senior position
The human rel ati ons man who can understand that these two

organi sati onal systens exist side by side will be a far better
adm ni strator than theone who is sinply sure of the |ogical rules
of organi sation.

Before we go on to discuss the "ingredients" of formal organisation
we nust remenber that |ogical as opposed to non-Ilogical organisation
does E91 nean good as opposed to bad. Too rmuch logic will not
all ow for human failings and feelings; too little logic will not
pronote the practical functioning of the organisation at all
FORMAL ORGANI SATI ON HAS SEVEN ELEMENTS

Here we may nmodify a little the list of component el enments given
by Pfiffner (in "Human Rel ations in the Managerment of Men") and
set down these six:

1. Herarchy is basic.

2. Information neans control

3. Staff and Line-Roles are found.
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Del egation is essential.

Unity of command is found.

Di vi sion of |abour is Used.

Co- ordi nati on counts.

VOO1#

Now we' I | | ook at each elenent in greater detail.

1. H ERARCHY | S BASIC

VWhenever men get together and organi se thenselves in order to
acconplish a particular purpose, they forma hierorchx. In

any group there is a |leader at the top, so to speak, with the

foll owers on descending | evels of authority. The hierarchy is

best seen as pyramid since there is usually 22: chairman or
president, two or three vice-presidents, several heads of
departnments, and so on down until there are, in big organi-
sations, hundreds of workers at the base of the pyramd.

A very sinple organisational pyramd nmight |ook |ike this:

GENERAL MANAGER

ASSI STANT GENERAL MANAGER

DEPUTY DEPi n'y

GM GM

AREA AREA AREA AREA AREA AREA

MAN. MAN. MAN. MAN. MAN. MAN.

---- and so on, with each Area Manager supervising a nunber of Branch
Manager s.

In theory, a Branch Manager refers gnlx to his Area Manager, who in
turn refers gnlx to his Deputy GM In fact, this over-sinplifies what
actual | y happens, because there is always a great deal of infornal
Cross-communi cotion at each |evel.
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| NFORMATI ON MEANS CONTRCL

Good fornmal organisation requires those in key positions to
have access to all the infornmation necessary to know whet her
the organisation is functioning as it should. The actions, and
results of actions, of all personnel in the organisation

nmust be checked and listed for the information of the manage-
ment. If all this information is avail abl e the nanagenment can
control the whole organisation effectively. In sone

organi sati ons special departnents exist to act as information
centres to ensure that the know edge and facts needed to
reach effective decisions is avail abl e when needed.
STAFF- AND- LI NE ROLES ARE FOUhD

In every di scussion on managenent organi sati on the words
"l'ine" and "staff" crop up. Sinply stated, "line" consists

of the people who do the job, and the "staff" consists of

t he people who advise the line on howto do the job. To
illustrate: Nurses do the job of tending the sick - they are
the line and are supervised by line supervisors such as word
sisters or matrons. Doctors are the specialists who tell the
nurses howto do the job - they are then the staff. The words
"l'ine" and "staff" are labels for differing functions of the
peopl e who nmake up a business. Every organisation has a

speci fic purpose. Suppose the purpose is manufacturing and
selling bicycles. The manufacturers, the actual nakers of the
goods, as well as the men who sell them are the "line". The
"staf f" would be the people who design new styles of bicycles
or work study officers who deci de whether the job is being
done in the nmost econonical and efficient nmanner

Conflict often arises between line and staff. The |ine may
say that staff tries to assume authority, or fails to "see
the whol e picture”, or does not give sound advice. Staff my
conplain that line resists new ideas or does not nake proper
use of staff’s special know edge. The adninistrator needs to
understand this conflict and to resolve it in as objective
and practical a manner as possible. Were line and staff
co-operate and respect the inportance of each other’s positions
there is a healthy organisation
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DELEGATI ON | S ESSENTI AL

Every adm nistrator who has the authority to del egate nust

deci de "who does what". He nust tell A what work he is to do
and then leave himto do it. He must trust his subordinates to
do their work and must not try to control each small decision
He must be able to tell B what nen should work with himand

| eave B to supervise those nmen. An adm ni strator who cannot
thus delegate authority is inefficient: it is inpossible for
one nman personally to supervise all the nmen under him Men

to whominsufficient authority is given are simlarly
inefficient: nost resent the inplication that they are

i ncapabl e of working al one.

UNI TY OF COV/MAN) | S FOUND

This nmeans that in each organisational unit there is 22:
person who can nake decisions for that unit. Each enpl oyee nust
know who his i medi ate superior is and nust comunicate with
him The line of conmuni cation fromthe worker to the manager
via the foreman and assi stant manager is called the "chain of
annond? This chain of command is the unifying force which
keeps an organi sation functioning. If the person in the

nm ddl e of the chain is incapable of naking suitable decisions,
the chain is broken. For exanple: a salesman has difficulty
with one particular customer; he applies to the sal es manager
for help. The sal es manager cannot nmake a decision, nor does
he take the problem further up the chain of comand. The chain
is thus broken, the sal esman cannot function, and the whol e
organi sation suffers.

DI VI SION OF LABOUR | S USED

The best exanple of division of |abour is the notor assenbly
i ne where one group of men deals solely with, say, the body
work of the car, while others deal only wththe engine. One
group will point and another will check defects. One group
will have as its job the putting on of one small part and

will do only this day otter day.

Di vi sion of |abour has been a source of argunent and conterversy
for years. Sone argue that only by division of |abour can
peopl e become efficient since they need know only one snal

part of the whole job. Ohers believe that it destroys nan’'s
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individuality by turning himinto an extension of a nmachine.
CGeneral |y speaking, there is much to be said for both
argunents and it should be possible for the managenent to
see to it that workers have sufficient variety to keep them

i nterested without burdening themw th too many diverse jobs.
CO- ORDI NATI ON COUNTS

Unl ess properly co-ordinated the units conposing an

organi sation will tend to grow away from each other and
becone i ndependent. Units that should work together resist
co-ordinotion on the grounds that they are "different" and
the rules do not apply to their particular group. Sales
departments naerfuse to co-ordinate with production depart -
ments or editorial departments of newspapers may resi st
co-operation with advertising departments. Human rel ations
nmen should be able to see and understand this tendency for
each unit in an organisation to isolate itself, and yet be
able to co-ordinate themfor the good of the organisation

as a whol e.

E. | NFORVMAL ORGANI SATION | S A SOCI AL SYSTEM

A social systemexists side by side’with every formal orgqgni so-
tion. This informal organi sation may be healthy (when it is
concerned with the sane ains and purposes as the managenent) or
unheal thy (when it is subversive or undercover in nature).

It often seens to be illogical, based as it is on the sentinents,
tradi ti ons and synpat hi es of peopl e working together

1

HEALTHY | NFORMAL ORGANI SATI ON

Exanmpl e of healthx informal organisation are:

(a) Teammork that increases production

(b) Social situations that make peopl e happy at work;

(c) Co-operation that "gets things done" even when

managenment fails or is absent; and

(d) The informal |eader who controls the situation in

ti mes of energency.
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UNHEALTHY | NFORMAL ORGANI SATI ON

Exanpl es of unheal thx informal organisation nmght be:

(a) Rivalry between units of the formal organisation

whi ch results in tension

(b) Dissatisfied enpl oyees who agree to "go sl ow'

I nformal organisation is on inportant factor in keeping

i nes of communicati on open between workers and managenent.
Shoul d the formal chain of command not function, inform

| eaders will al nost always carry information and/or

conpl aints to the nanagenent.

I nformal organi sation, too, will set the work pace;

menbers of the group who work either too fast or too slowy
wi Il earn disapproval. For exanple, a group of workers who
generally stop work at the sone tine and catch the sonme bus
honme will resent one of the group constantly keeping them
wai ting by doing extra work at closing tine.

F. 1 NFORMAL ORGANI SATI ON HAS SI X ELEMENTS

Here again, we may slightly nodify Pfiffner’s anal ysis.

| NFORMAL GROUPS

DU WN R

They cross hierorchic lines, not all informal groups are
made up of workers of the sone rank;

Produce informal |eaders; and

Al'l ocate special roles to individuals; so that

Conmruni cation inside the group is nore rapid than in forma
or gani sati ons;

A "belief-system or "way of |ife" exists which does not

al ways agree w th managenent | ogic;

A struggle for power and position often creates conflict.
Peopl e band together in small informal groups in practically al
activities of life. This tendency is universal and generally
heal i hv both for the individual and for business.
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Let’s now fornulate a definition of informal organisation:

I nformal organi sation isthe spontaneous bondi ng together of

i ndividuals with common interests but not necessarily of the
sonme rank. The group usually has a | eader and nenbers with
special roles. Comunication is rapid and the group has

its own belief systens and hierarchy.

Organi sation charts do not usually attenpt to illustrate the

i nter-personal relationships which tend to devel op when peopl e
wor k together in groups which may be called "natural unit groups"
and which are often referred to as Brinbry groues in an

organi sation. The | arger bodies, such as departnments, within
whi ch they function are described as secondary groues. The

i ndi vi dual menbers of a primary group are |inked by a persona
rel ati onship; not necessarily a feeling of liking for each other
- indeed it may be dislike or indifference, but neverthel ess a
personal attitude of sone sort which necessarily has a bearing
on the work of the group as a whole. The inter-relotionship of
the secondary group is nore formal, and the attitude of the

i ndi vi dual menbers of each secondary group to the individua
menbers of other secondary groups is determned largely by the
extent to which the work of the two groups intertw nes, or runs
counter to the other.

The point to note is that although the primary groups are

i nformal, they cannot be overl ooked by nanagenent. |ndeed, they
may play a significant part in nanagement. The group nust
inevitably acquire an attitude towards its job, towards the
managenent of the organisation and to other groups; unless it is
a very small group it will, perhaps subconsciously, choose a

| eader or a spokesnan who nay represent the small group in

di scussions with supervisors or senior executives. Further, it
must inevitably feature in the |lines of conmunication; inform
ation may go round the group informally by way of the "grape
vine", but in spite of its unofficial nature, managenent shoul d
Use this line of communication rather than attenpt the probably
i mpossi bl e task of abolishing it.

Itis generally recognised that infornmdl groups play on

i mportant part in industrial relutions,and in the maintenance
of discigline in an organisation. To change human behavi our, O
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nore effective attack may be made through a group than through
each menber of a group individually, and exercising legitimte
control over social activities through the groups may have a
better effect on discipline than trying to break themup on the
m sunder st andi ng that they are necessarily subversive in nature.
0. THE CLIQUE IS AN EXCLUSI VE GROUP

(You may not have met the word "clique": it is pronounced "cleek")
Peopl e who associate on a fairly intimate basis and remain isol ated
fromthe rest of society are often said to belong to a cligue.
Pfiffner defines a clique as "an intimate association of a few,
exclusive and isol ated, and often snobbish".

The type of clique will depend on where the conmon interests are
found. They may be:

1. COVMON | NTEREST ON THE JOB, which may include proxmty,
seniority, or comon work content. Formal organi sation

m ght arrange that A, B and C work at the sanme job or in

close proximty to each other. Informal organisation

will usually result in A, Band Cforning a clique - a

group with comon interests.

2. COWDON | NTEREST QUTSI DE THE BUSI NESS, where such things

as education, race, religion, even hobbies, contribute to

the formation of cliques.

Admi ni strators or supervisors mnlst recogni se these groups

and either arrange for likely people to work together or try

not to re-group already functioning groups. G ouping is natur-
al and contributes towards the successful operation of a

busi ness. Enpl oyees may even turn down pronotion in order to
remain with their own group

Now see it as a whole. Try to forma nmental picture of a

| arge business concern. It is run by the formal organisa-

tion - by the managenent, via a chain of command. The

i nformal organi sation takes care of the enployees at a

nore personal (and often less logical) level. Wthin, and

part of, the infornmal organisation are groups of people with
comon interests which contribute to their social satis-
factions.
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i . DESIGNI NG A STRUCTURE

"Organi sing" means creating a work structure by dividing and
sharing out necessary work anpngst personnel. A useful definition
of the word "organi sation" is given by Koontz and O Donnell in
their book "Principles of Managenent":

"The grouping of activities necessary to acconplish objectives,
the assignment of these activities to appropriate departnents,
and the provision of authority, delegation and co-ordi nation?
There are two general guidelines to be borne in m nd when

desi gni ng such a structure:

1. FLEXIBILITY

.Flexibility is nore vital now than it has ever been. The
pace of change in the environnent and the advancenent of
technol ogy are both mlitoting against rigidity. A structure
which is incapable of rapid adaptation to change is

i ncreasingly in danger of failure.

An organi sation nmust be structured in such a way that it can
change direction to nmeet different needs. In systens terns

it must have the characteristic of "equifinolity".

The problemis how to attain a structure which is flexible,
hos equifinolity, and yet is under control. The answer

depends on anot her of the systenis characteristics, nanely
“regul ation".

Basically, the enterprise is regulated by plans, which

gui de the sub-systens towards system objectives. The
systemis controlled, then, by feedback of information
conpared with standards contained in the plans; this is the
regul ati on process known as the "cybernetic" process.

The inplications of this concept for organisational design
are significant. The concept of cybernetic control inplies
that a closed systemicontrols itself. In practical terms,

this is the sort of systemwe want in a business sub-system
If it controls itself, in accordance with the plans given it,
then less informati on needs to be passed, |ess centralised
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control is necessary and so on. (Note that we are here

tal king of the sub-systemin terns of its information flow,
control procedures etc. Cbviously, viewed as a social system
it is not closed, nor can it be.)

The other type of regulation process is "learning", which is
virtually identical in aimto the principle of flexibility
we are discussing. The difference between the two approaches
is one of degree. The traditional, principle recognises that
there is sonething which needs periodic review The systens
desi gner would insist that sonmewhere in the organisation
systemthere would be a sub-systemw th the specific

obj ective of monitoring system performance and changi ng the
structure in the light of that experience.

2. SIMPLICITY

Sinplicity and clarity are inportant for the very inportant
human reason that people like to know where they are. They
like to know where they fit into the organi sation they work
for, what their role is, howtheir job relates to other jobs
and so on. A serious cause of conflict in the organisation
is frustration caused by the feeling that people are nerely
m nor parts in a very large machi ne which they do not
understand and do not know how to control

| . SPECI ALI ZATI ON was originally known as the "division of |abour"
and students of econonics will be aware of the nany econonic
advant ages and di sadvantages resulting fromthe rigid application
of the ideas of early pioneers |ike Adam Smith

Very briefly, the factors for the division of |abour are:

(a) By concentrating on one snmall part of a job only, by doing
the sane job every day, a specialist is created.

(b) Specialist workers achi eve greater output and accuracy.
(c) Control is facilitated.
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Fact ors agai nst the division of |abour are:

(a) Boredom can result.

(b) Jobs becone insignificant.

(c) Wirkers use only a few of their abilities.

Wiile traditional authors had many vi ews regardi ng where the

di vi si on of | abour should start or stop, they all agreed that
regardl ess of the extent of division amongst workers, ultimate
control had to be centralised. The "scal ar chain” and "span of
control" (to be discussed) are of interest here.

Speci al i zation has certainly survived to the present day (certain
staff and functional departnents are the best exanples) but is not
applied in the sone dogmatic way for which it was justifiably
criticised. Assenbly lines still exist, it is true, but one
generally finds that today, the accent is on specialist deeart-
nments, not organi sations.

Ri gi d structuring brought about by traditional specialization
appears to be on the wane as well. The chief reason for this is
undoubt edly that the pace of nobdern business can nake a new
departrment irrelevant by the tinme it is operational. The ability
to adapt to change is essential for the organisation to survive,
unli ke those operating in the days of Smth

It is inmportant to renenber that we are here di scussing
speci ali zation and how it affects the organisational structure, for
to say the seecialists are on the wane woul d be conpletely contrary
to observable facts: Neither are we | ooking at the economc or
soci al influences on the | abour nmarket and enpl oyment prospects for
the specialists.

One can say that in general (w th notabl e governnent organi sations
and others as exceptions) the organi sati on of today has used the
best parts of the theory and discarded the worst - the objective
being a fluid managenent structure working with a dynam c
personnel within a progressive organi sational franework.

Once, structure was determ ned by various principles and theories.
Today, practical considerations and the exigencies of narket
situations make such policies a luxury of the past.
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J. SHAPE OF THE STRUCTURE

1

SCALAR CHAI N

The shape of the traditional organisation structure is that
of a pyranmid. It takes the formof a hierarchy. Through this
hi erarchy runs what is known as the scalar chain

VWhen Fayal first forrmulated this concept he felt it to be one
of the nobst inmportant principles of organisation. As he saw
it, there nust be a clear line of authority stretching from
the I owest level in the hierarchy to the highest. In his view
any comuni cation going to or coming fromthe chief executive
(or any other executive for that nmatter) nust pass through
the hands of every internediate level onits way to its
destinati on. No-one nust be by-passed.

This is still held to be true, as is seen by a quotation from
Kroontz and O Donnell who state

"A clear understanding of the scalar principle is necessary
for proper organisation functioning. Every subordinate nust
know who del egates authority to him and to whomnatters
beyond his own authority nmust be referred. Al though the chain
of command may be safely departed fromfor purposes of

i nformation, departure for purposes of decision nmaking
destroys authority and undermni nes managership itself".

The hierarchy, then, is seen as a series of job positions
tied together by authority.

The principle of unity of command is, of course, closely
related to the scalar chain. The problemwi th this apparently
obvi ous i dea of "one man, one boss" is that it works best in
an enterprise whichis not subject to rapid change and which
does not depend on a highly advanced technology. In a system
whi ch characteristically changes rapidly and which con-
tinually experiences technol ogi cal innovation, it does not
work well at all

For exanple, the change agents in the system (those people
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who bring about, or act as catalysts for, change) may well
be subordi nates with such highly advanced technica

speci alisns that they cannot be given sensible orders
because their "superiors" sinply do not understand what is
goi ng on.

Furthernore, there are nore and nore situations in nodern
i ndustry where no one man knows or can know sufficient
about a project to be able to manage it on his own. In these
circunst ances the "manager” will be a team

As Hopentn says in "Systens Anal ysis and Operations
Managenent " :

"If you see the firmasnade up of information Flows and
decision centres, it is possible to visualise a exnonc
structure where the hierarchy loses its effect; where a
project controller will have many bosses, each with a

di fferent decision area".

For these reasons, several new fornms of organisation
structure have evolved in recent years, particularly for
producers of large, technol ogically adVanced, one-off
products, e.g. consensus conmm ttee managenent, project
managenent and matri x managenent.

(a) Committee Managenent

Until recently, a comrittee was normally seen nerely

as a staff body, giving adv ce to whonsoever

instituted it. This is not the type of comittee we

nmean here.

In the sort of highly technol ogical and conpl ex

busi ness we are discussing here it is often inpossible
for one man to grasp all the relevant factors required

i n managi ng the organi sati on. To overcone this there

has grown up a kind of executive commttee which is in
effect a body of people acting jointly as a manager

(b) Project Managenent

Proj ect managenent is a rather nore inportant newcomer.
The fundanental idea is to create a flexible organi-
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sation structure which will change as current needs
change. To do this, the structure consists of a basic
sem - pernmonent structure of strategic planning and
functional nanagenent areas, and a superi nposed
pattern of changi ng operational managers. Thus, agai nst
a fairly conventional organisational background, hlere
are a series of people who have responsibilities for

s ecific projects, and whose job will disappear when
the project is conpleted, when personnel wll be
re-allocated. O course, many such projects continue
for a long period of tine.

This sort of flexible nanagenment appears in various
guises. In its nost extrene formit is an organisation
which is identical with primary product deportmentotion
At the other end of the scale is the situation where
the product manager is a staff man reporting to the
chief executive. In the mddle is the so-called matrix
management structure.

A typical use of project managenment is the nmethod known
as product or brand nmanagenment used by many marketing
ori ented conpani es.

The pure project-based organi sati on woul d | ook
sonething like Figure 1.

Here we see that the project manager is virtually

aut onomous and has been given conplete control of al
the resources and skills he needs for his projects.

I ndeed, he has virtually a mni-tirmof his own.

This is identical with the |arge profit-decentrolised
Firms working under the traditional theory.

This indicates the main di sadvantage of this type of
structure for a multi-project firm For many firns,
the duplication of resources and facilities is often
too great to_prove e onomic.

Furthernore, as the functional specialists (Finance,
Marketing, etc.) on the top level are sinply staff
departments, there is nowhere for the project
Functional stcft to go to when the project Finishes.
Nor is there CHy co-crdinatod effort at inproving the
conpnnv s funttioncl exportisv.
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VD.

I N Y 4

Fi nance Engi neering Operations Marketing etc.

Proj ect Project

A B

Fi nance Engi neering Production Finance Production etc.

Mar eting Engi neering Marketing

FI GURE 1.

On the other hand, because there is one man clearly responsible for
each project, with line authority over every aspect of its, the project
itself will receive a full nmeasure of support.

The opposite type of structure would | ook |ike Figure 2.

VD

Proj ect Manager

Engi neeri ng Fi nance Production Marketing etc.

FlI GURE 2.

Here we see a conpletely traditional structure where the Project
Manager is a staff man reporting to the Managing Director. In this
situation he has no line authority whatsoever. Al he can do is to act
as a liaison officer dealing with all aspects of the project. Cearly,
officially he makes no deci sions; these are made by his boss,the
Managi ng director. Nor can he force any of the functional nmanagers to c
act in a specific way. He must depend on personality, conpetence,
persuasi on and a subtle use of the power structure.
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NLMBER OF LEVELSQAHD SPAN OF EQNTRCL

The actual shape of the pyramd is controlled by two opposing
principles, nanely the principle of mninmmnunrber of |evels
in the hierorch and the principle of the span of control
(a)

(b)

Nunber of levels in the hierarchy

The nore levels there are in the hierarchy, the nore
difficult and | engthy become the comunication |ines.
Deci sions which need to be taken at the highest |eve
take a dangerous length of tine to be put into effect
at the lower levels, slowing down the organisation’s
reaction to threat. Changes at the operating |eve

or also slow in reaching the ears of the top ranks,
equal |y sl owi ng down reactions.

Furthernore, if there are a |arge nunber of |evels

bet ween an operator or supervisor and the chief
executive, there tends to be an exaggeration of the
"themv. us" feeling which is so dangerous to

co- operotion.

Sean of contro

The span of control principle, stated at its sinplest
says that the nunber of people supervised by any

i ndi vi dual should be kept to a m nimm- figures

bet ween four and seven have all been offered as maxi ma
by various authorities.

Before going on to discuss this principle at greater

I ength, it nmust be said that these two principles
conflict. The reason for this should be clear. Take

the situation where you have 64 operatives. |If the span
of control is eight, then you need eight supervisors,
each with eight men. These eight supervisors can be
supervi sed by one man. Thus, you need three |levels
only. However, if you limt your span to four, you

need sixteen first-1ine supervisors each with four

men. To supervise that sixteen, you need another four
and to supervise these highest four, you need one

nore. You have thus got four |evels.
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There have been many attenpts to define a standard
figure for a maxi num span, beginning with Foyol’s
belief in four. There is even a well-known formula
for working out the nunmber of inter-relationships

whi ch exist within a working group of any particul ar
size, based on the argument that the nunber of these
inter-relationships is what nakes supervision
conplicated. The fornula, as worked out by G oicunas
15:

n

X : n(gen-l)

where x : nunber of relationships and n : nunber of
subor di nat es.

Most modern theorists, however, refuse to offer a
specific figure, and it is interesting to see that
practitioners have no fixed ideas either. |ndeed,

a survey, carried out as long ago as 1952, showed
that American firms were, in practice, ignoring the
gui des even at the top |evel.

The Anerican Managenent Associatidn surveyed 141
conpani es "with good organi sational practices". The
nunber of subordinates reporting to the President (M)
ranged from1l to 24. The Presidents of 55 of the
conpani es had a span of 10 or nore. The nedian for the
100 | arge conpanies (5 000 enpl oyees or nore) was
between 8 and 9. The nedian for the remaining A
conpani es (500 enpl oyees or nore) come between 6 and
7.

However, although no firm guide to an exact nunber of
subordi nates can be given, the concept is inportant
if only because it mmkes managers consider the question
explicitly.

LI M TI NG FACTORS ON THE SPAN OF CONTROL

There are five main considerations likely to be of

i nfl uence:

(a)

The nature of the sueerior
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(i) Hs ability (or willingness) to del egate

aut hority;

(ii) Hs ability to train and notivate his subordinates
successful ly;

(iii) Hs ability to plan and clarify objectives. This
is especially true in the context of naking

pol i cy;

(iv) H's personality (his "charism");

(v) Even his physical fitness, and the anmobunt of

ener gy he has.

(b) The nature of the subordinate

(i) His ability (willingness) to work without close
supervi si on;

(ii) H's technical conpetence

(iii) H's personality, energy and health.

Not e: Thi s depends on proper selection and proper
training to a | arge degree.

(c) The technicolitx/conglexitx of the Brocess invol ved
The effect of technol ogy on span of managenment was
denonstrated very clearly by a study carried out by
Jean Wodward between 1953 and 1957 in Sout h- East

Engl and. It showed:

Nunber reporting to:

1st Line Super-

Chi ef Executive visor

Unit and Small Batch 4 22

Large Batch and Moss 7 48

Process 10 12

FI GURE 1.
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The Figures shown here are nedian figures, and Joan
Wodward was able to show that the nore successfu
firms tended towards the nedian, whereas firms which
wer e unsuccessful did not. Significantly, the highly
techni cal process industries had |arger spans at the
top level, but snmaller spans at the |ower |evel.

This is because there is nore.delegation in this type
of industry. The role of the chief executive is
different, in that he does not nake technica
decisions - these are nmade at | ower |evels.

Stobilitx of the entererise

Rapi dl y changi ng situations demand rapid and frequent
deci sions at high |evel. Therefore, the nunber of
subor di nat es whi ch the hi gher executives can handl e
is fewer.

The ampunt of assistance Brovided

If the manager has specialist "staff" assistance from
outside his own departnment to help himcollect and
anal yse information for decisions, he can handl e nore
peopl e.

REASONS FOR EXPANDI NG SPAN WHERE POSSI BLE

(a)

(b)

By expanding the spun at each |evel the hunber of
levels in the hierarchy is reduced giving better
conmuni cati on, qui cker decisions, and fastei reaction
shop-fl oor energencies. Furthernmore, the |owest |evels
do not, perhaps, feel so nuch like cogs in a machine
if the hierarchy doesn’t tower too high above them

It forces the superior to slocken supervision. There
are several studies which showthat there is a
correl ati on between rel axation of supervisidn Ond
"productivity-wi th-nmorole high", especially at the

| evel of clerical operators.

There is one fascinating case study at a sonewhat

hi gher level. Wile Robert Brook was president of
Sears, Roebuck, he carried out an exercise in which
he arranged his many stores into two groups. The
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first group was of stores where the Store Managers

organi sed their stores in such a way that Up to 30

departnental heads reported directly to the Store

Manager, i.e. the span was 30. The second group

was of stores where the 30 departnental heads report-

ed to another |evel of managenent bel ow the Store

Manager, hinmself, i.e. where the top man’'s span was

about ten or fewer. The first group, with spans of

30, were found to give higher sales, profit and norale

than the nore traditionally arranged group. Sur-

prisingly, the study also reveal ed that comuni cati ons

bet ween managers and subordi nates, and vice versa, were

greatly inproved.

(0) To force managers to del egate, and thereby fit their

subordi nates for future higher roles.

K. i GENERAL CRITI CI SM OF TRADI TI ONAL THEORY

There was a tine when nanagenent was neither a science nor an art not
anything but a series of unenlightened, ad hoc, trial and error
attenpts to get things done. Taxlor introduced certain principles
of scientific managenent. The cl assical school (or traditionalists)
adopted Taylor’s principles but sadly msinterpreted them

The human rel ati ons approach (or the behaviouralists) were
critics of the classical approach. The "human rel ati ons" approach
began, therefore, as a reaction agai nst what was seen as the
traditionalists’ lack of humanity. It was a reaction against the
unenl i ght ened practices and excesses of those managers who

m sinterpreted Taylor’s principles of scientific nanagenent;
these nmanagers | ooked upon workers sinply as extensions of the
machi nes and not as individual human beings.

| . THE BEHAVI OURALI ST VI EWPOI NT

The behaviouralists made certain clainms which may be

summari sed as foll ows:

(a) People are a vital conponent of any organi sation

both as job holders and as people in their own right -

- an organisation is a social thing as well as a



(b)

(O

(d)
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work thing. The classicists, it is argued, do not
recogni se the non-work aspect of people, nor do they
take into account the influence different organisa-
tional arrangenments have on the behavi our of nenbers.
There is, in other words, a reaction between the way
in which a structure is built and the people init.
The traditional manager, so it is said, does not

consi der this interaction.

There is a tendency for the classical approach to
concentrate on the physical and technical capabilities
of enpl oyees (perhaps with the addition of intelligence)
to the exclusion of all others. For exanple, a man's
enotions such as pride, 0 need for conradeship, the
liking for a challenge, etc. are not considered in

cl assical structuring.

Traditionally, following early notivation, it was
bel i eved that workers were simlar to "econom c man"
in that they would always react in a way which woul d
reflect their own individual interest. This was
interpreted to nean that if you paid a nan nore he
woul d work harder. Again, if you threatened him he
woul d be nmore careful to do what you wi shed. This is
known as the "carrot and stick" approach

The basic belief of traditionalists, then, is_that

i ndi vidual s are passive instruments content to do as
they are told rather than individuals who demand t he
right to help create their own environment and future.
They do not take account of the wi de range of interests
nost enpl oyees have, many of which do not conformto
the conpany’s needs.

2. AREAS OF DI SAGREEMENT

(a)

Seeci al i sation

Those favouring the "human approach" are, in general
much less willing to advocate specialisation in order
to obtain skill at the job. Efficiency in this narrow
sense is not what they aimat. They argue that although
(or because) specialisation reduces learning tinme and
makes a job easier, the resultant jobs are insignifi-
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cant; there is nothing in themto satisfy the highest
needs of any human being. Thus, people cone to work
nerely to gain the wherewithall to satisfy their basic
needs, and fill all others outside. This means that
their highest endeavours are never used in the work
situation.

In short, this school of thought dislikes the idea of
forcing a man to use only a few of his many abilities.
Unity of direction

The cl assical argunent is that efficiency increases if
each unit has a single activity (specialisation) which
is planned and directed by the | eader of the unit. But,
say the behaviouralists, this ignores the indiVidual’s
need for psychological growh, and this is achieved
only when the individual is able to define his own
goals in relation to his inner needs. Thus, unity of
direction without genuine involvenent in planning and
deci sion making will disturb the psychol ogi cal make-Up
of the work force and so attack the efficiency it was
aimng to produce.

Scal ar chain

The cl assical concept of authority running as a clear
line fromtop to bottom of the organisation is seen by
the human rel ati ons exponents as being a further
destroyer of the psychol ogi cal health of the subord-
inate. As Argyris points out in his book, "Personality
and Organisation", this idea nmeans that individuals
nust be notivated to accept direction, control and co-
ordi nation from above. The inpact of this is to make
them "dependent on, passive toward, and subordinate to
the | eader”. These are the characteristics of the child,
not the adult. W are treating our work force as

chil dren.

Sone researchers would go further than this. Argyris
clainms that practising the classical concept of
authority is inadvisable and counter-productive. Witers
i ke Barnard, and Tannenbaum argue that it is

i npossi bl e that such authority does not exist.
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The classical definition of "cuthcrity" is the'iight
and power to command"t Barnard and Tannenbcum bot h
argue that even if the right exists, there is no power.
"The real source of the authority possessed by an
individual lies in the occeEtance of its exercise by
those who aresubject to it. It is the subordi nates of
an individual who determ ne the authority he may
wield". (Note: 'Recognition of authority" would
reflect the_;ubordinotes’ attitude nore accurately).
In practice this is quite true. There are a nyriad
ways in which a subordi nate can prevent the exercise
of a superior’s Formal authority, often without the
superior being aware of it - slow work, m stakes,

"lack of know edge", "sickness", etc. Indeed, even if
the subordinate is discovered and sucked, the superior
has still not exercised his authority - he still has
not got the job done and the order still has not been
obeyed.

Sean of contro

The principles that the span should be kept sMal
enough to ensure close control From above is also
attacked. (Note that here the school is attacking

an extreme view of the traditional school - many
traditionalists do not believe that the span should

be small.)

Where the span is small, it is said, supervision

must become tighter which of necessity | owers work-
force norale and increases the feelings of dependence,
subm ssi Veness and passivity tal ked of earlier. There
are several studies which claimto show that norale is
| owered by tightness of supervision, but unfortunately
sonme of which show that productivity can increase under
the same conditions. The |ink between noral e and
productivity is a very tenuous one which has hot been
researched sufficiently to give a definitive answer.
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However, it is a reasonable assunption from experience

that cl ose supervision, especially over a very |ong

period of tinme, does not help the subordinate to grow

In order to develop a man's potential he nust be

all owed, to sonme extent, to go his own way, to make

his own mi stakes, and to "carry his own con".

L-

This theory gives a great deal of weight to the relationship
bet ween the organi sation and its environnment. The basic idea of
the contingency theory is that the nature of the organisation's
technology, its size, its legal incorporation, the character of
its markets, and other factors confront the organisation with
some opportunities as well as constraints and problens and
therefore determne the organisation structure. This idea is

on extension of the biologist's view of the odoptotion of living
forms to their environment.

A contingent relationship can be sinply thought of as on "if-
then" functional relationship. The "if" is the independent
variable and the "then" is the dependent variable. In contingency
managenent the environnment serves as on i ndependent vari abl e.
For exanple, if prevailing social values are oriented toward
nonmateriolistic, free expression and the organisation enpl oys
pr of essi onal personnel in a high technol ogy operation, then a
partici pative, open | eadership style would be nost effective for
goal attainment. On the other hand, if prevailing social values
are oriented toward naterialismand obedi ence to authority and
the organi sation enpl oys unskilled personnel working on routine
tasks, then a strict, authoritarian | eadership style would be
nost effective for goal attainment.

Al t hough the environment variables are usually independent and
the managenment concepts and techni ques are usual ly dependent,
the reverse can al so occur. In sonme cases nanagenent vari ables
are independent and the environnment variables are dependent.

For exanple, if a very participative, open |leadership style is
instituted by top nanagenment, then personnel will respond by
exhi biting self control and responsible social val ues.
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One of the first studies on Contingency Theory was done by Joan
Wbod Ord in 1958. She found that the differences in technol ogy
accounted for differences in organisational structure( Further
studi es were done by Paul Lawence and Jay Lorsch

Conti ngency Theory has had a profound inmpact on contenporary
organi sational theory and design particularly as the classica
approaches to managenent can be incorporated into the contingency
f ramewor k.

Its nost inportant advantages are in identifying the variables
that have a mmjor inpact on the overall design of the organi-
sation, such as size, technol ogy, and the nature of the
environnent, and then in predicting the differences 1n the
structure and functioning of organisations that arise because of
di fferences in these variabl es.

An inportant thing to renenber is that for such contingency

rel ati onships to be part of contingency nmanagenent and serve as
effective guidelines for practitioners, they nust be enpirically
val i dat ed.

M "THE ORGANI SATI ON MAN'

We will now discuss the theorising of WH. Nhyte, published in
hi s book "The Organisation Man". Whilst the book has suffered
the usual criticismof theory not based on research, it puts
forward interesting and controversial views on organisations
today and how they affect the individual

thte wites about the organisation man as a person who is
nei t her an executive nor a blue-collar worker. He could be
descri bed as a junior executive. These are workers who wll
never reach the heights of managenent and yet are prepared to
di m ni sh the inportance of their hone life (in suburbia) and
make it subservientto that of the organisetion. The typica
organi sation man is found normally in | arge organisations but
he can also be found in small conpanies.
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The Soci al Ethic

"Organi sation man" believes in the social ethic, which is
a body of thought legitimsing pressures of society against
the individual. The social ethic includes three main
propositions:

(a) A feeling that nothing can be achieved unless it is
rooted in a group. The group is the source of

creativity and at the same tinme security for the

i ndi vi dual

(b) Only as a nenber of the group can the individual fee

a sense of bel ongi ng.

(c) Goup ains can be nmet only by the application of

sci ence.

Needl ess to say,the social ethic is a utopian ideal
Basically, it holds that there is no real difference

bet ween man as an individual and nman as a nenber of a group
Only by sublimating individual ains in the ainms of the
group as a whol e can achi evenent be brought about.
Associated with the social ethic is Scientism- the belief
that all aspects of society can be studied scientifically.
Even human happi ness is seen as capabl e of being studied
scientifically so that the conditions | eading to happi ness
can be identified. 50 great has this passion for neasure-
ment becorme that we are bonbarded by a nass of pretise
facts. Wyte denies that the richness of human society can be
reduced sinply to cold scientific theory. Let us see what
he says:

thte's Critigue

The sense of bel onging to organi sati ons has devel oped as
organi sati ons thensel ves have grown. There is nothing
wong in feeling secure in belonging to a group. |ndeed

we belong to many groups and it is the breakdown in some
of these groups, such as the famly, and the fact that
they have not been replaced, which has led to feeling of
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insecurity in many individuals. Wiat then does Wyte believe
is wong about this enphasis on groups?

(a)

(b)

(9

Firstly, he sees nothing wong in an individual be-

| onging to many groups; the rich social nexus can
benefit himas an individual. But the over-enphasis

on one group to the detrinent of all others is not

so healthy. The group which has generally taken over
as the domi nant one at the present tinme is the

or gani sati on.

Secondly, there is the belief in the group as a
creative vehicle; yet as Wyte notes people think as

i ndi vidual s, not as nenbers of a group, and they create
as individuals as well. By concentrating an agreenent
the group inhibits creativity, although it is a
suitable vehicle for carrying out agreenents.

Thirdly, there is the enphasis on groups which don't
exist! There is a tendency to refer to groups when
they should nore properly be seen as just collections
of people. It takes nore than this to forma group

But over-enphasis on group bel ongi ng has a practi cal
val ue. By being inculcated in "group norns" ahd over-
cone by the sense of belonging we are less able to

see any devi ations from group nornms as bei ng desirable.
There is no feeling of hardship about this. W are
delighted to act as free-thinking nmenbers in a deno-
cratic arrangenment. W see benefits in the current
situation, but are they false? Is both the individua
and the organi sation the poorer for the over-enphasis
on the individual as a menber of a group?

The concl usi ons Whyte draws about the social ethic are
danpeni ng. The nost depressing features of the ethic are:
(a)

(b)

That peopl e have begun to feel a noral obligation to
be gregarious and to seek pleasure in group rather
than isolated activities.

That peopl e have an unwarranted belief that they are
pawns in the environnment O organi sation systens.

No | onger | ooking for ways in which they can adapt

the environnent, they are happy to be swept al ong

by it.
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(c) The belief in the rightness of the group and the

way the group is operating at any one tine, i.e. there
is a tendency to inhibit innovation

(d) Over-enphasis on the inportance of the group as a
provi der of a sense of bel onging for the individual
Research has shown that supervisors who concentrate

on creating a tightly-knit, happy group may create

a group with a sense of bel ongi ng but not much el sel
Productivity and happi ness don't necessarily go

t oget her.

SUMMARY

A. | THE MEANI NG OF ORGANI SATI ON

There are two definitions of Organisation

1. A nunber of people united for a certain purpose.

J

The total of arrangenments existing for securing

col I aborati on between the nenbers of a group

The organi sational franmework has two distinct parts:-

E Informal organisation or social systens; and

2. Formal organisation or managenment systens.

rn.u_,

B. i ORGANI SATION | S FORVAL OR | NFORMAL!

Definition: Formal organisation is a set of stable socia
relations deliberately created, with the explicit intention
of continuously acconplishing some specific goals or purposes.
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Definition: Informal organisation is g sponfcnecus bondi ng
together or 1ndlvlduuls wlth comrtn 1nteresfs but no SpEC TIC
conmon goal s.

1. NECESSARY FACTORS | N FORMAL ORGAN SATI ON

(0) Stability.

(b) Deliberate creation, on purpose.

(c) Continuity of acconplishnent.

(d) Specific goals.

2. COVPARI SON BETVEEN FORMAL AND | NFORVAL ORGANI SATI ON

Formal | nfornmal

(0) Logical effort towards (a) No consci ous conmon
goal s. purpose.

(b) Deliberate creation of (b) Spontaneous creation of
group. group.

(c) Standard net hods of (c) Nonustandord nethods of
procedure. prodedure.

(d) Oten witten rules (d) No witten rules but
custom and tradition

(e) Patterns can be ' (e) "Ways-of-life" resist

| ogi cal | y changed. change.

(f) Too much logic ignores (f) Too little logic
human feelings. results in nmal-functions.

3. THE COVPONENTS OF FORMAL ORGANI SATI ON

Hi erarchy is basic.

I nformati on neans control

Staff and Line Roles are found.

Del egation is eSSenti al

Unity of command is found.

Di vi sion of |abour is used.

Co-ordi nati on counts.

. THE SOCI AL ASPECT OF | NFORVAL ORGANI SATI ON
VGsUl -t h-1
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Heol t hx i nfornmal organi sation pronotes the ains of managenent.
Unheal thz informal organisation results in rivalry and
di ssati sfaction.
I nformal organi sati on:
1. Keeps lines of comunication open.
2. Sets the work pace.
THE COVPONENTS OF | NFORMAL ORGANI SATI ON
I nformal groups not necessarily according to rank
I nformal | eaders.
Speci al rol es.
Rapi d conmmuni cati on.
A "belief-systent.
Struggl es for power.
EXCLUSI VE GROUPS
An isolated group of a few people with an intimate association
Ls called a clique.
QQUI -t hri
Cliques are nade up on two bases - work interests and socia
interests (or personal interests). Ciques generally contribute
taucrds the satisfactory running of organisations.
| DESI GNI NG A STRUCTURE
Organi sing nmeans Ceating a work structure by dividing and
sharing out necessary work ampbngst personnel. Wen desi gni ng
a structure FLEXIBILITY and SIMPLICITY are extrenely inportant
gui del i nes.
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Renenber the concept of the Scal ar Chain which runs the

hi erarchy of the organisation. The Span of Control relates to the
nunber of levels in the hierarchy.

Limting factors on the span of control are:

(a) the nature of the sugerior

(b) The nature of the subordinate

(c) the conplexity of the erocess invol ved.

(d) the stability of the entererise.

(e) the anpunt of assistance provided.

Conponents of the structure are determned by the objectives of
the enterprise.

H. CGENERAL CRI TI Cl SM OF TRADI TI ONAL THEORY

1. BEHAVI OURALI ST VI EWPO NT

Managers | ooked Upon workers as mere extensions of the

machi nes and not as individual human beings. The behavi our-n
lists node the followi ng clains: |

(a) An organisation nust recognise the fact that

enpl oyees are human beings in their own right just

as much as they are workers. ’

(b) Enpl oyees’ enotions and aspiratione nust al ways be
consi der ed.

(c) The "carrot and stick" approach was to be di scouraged

in favour of more nodern forns of notivation.

(d) Workers are individuals who have the right to help
create their own environment and future.

2. AREAS OF DI SAGREEMENT

(0) Specialisation leaves nothing in a job to satisfy

the hi ghest needs of a human bei ng.
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(b) Unity of direction wthout involvenent in planning

and decision making will erode the very efficiency

ai red for by managenent.

(c) Conventional organisation |eads to workers being

treated |ike children, "dependent on, passive toward,

and subordinate to the | eader".

(d) Where the span of control becomes smaller, supervision
beconmes tighter and noral e and i ndependence suffer

accordi ngly.

| . CONTI NGENCY THEORY

The basic idea of contingency theory is that the environnent

of the organisation deternines the organisation’s structure.

It relies on the "ifhthen" idea.

This theory has had a profound inpact on traditional approaches
to managenent .

Its nost inmportant advantage is in identifying the variables that
have a major inpact on the overall design of the organisation

J. THE " ORGANI SATI ON MAN'

The "Organi sation Man" idea is based on thte's work. It is

based on the social ethic which enphasises the inmportance of the
group and the inpact of science. Wiyte crtiticises this approach
strongly. Study his criticisnms again

Once you feel that you have understood and renenbered the topics
covered in this lecture, try this:
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SELF- EXAM NATI ON QUESTI ONS

(0) Quote Stinchconmbe's definition of an organisation

(b) What are the four main characteristics of a fornal

or gani sation?

(0) What are considered as six elements of fornma

or gani sati on

(b) How does Roethlisberger differentiate between forma
and i nformal organisation?

(0) What is the chief criticismlevelled at classical or
traditionalist theory?

(b) What criticismcan be |evell ed agai nst behaviouralists’
early research?

(a) Behaviouralists attack four specific tenets of traditiona
belief: say what these tenets of belief are.

(b) Hurman rel ationists base nost of their theories on the
findi ngs of

(a) What appears to be the human rel otiodists’

princi pa

tenet of belief?

(b) Upon what aspect of an organisation did the

y apparently

concentrate?

(c) What kind of organisation did they envi sage?

VWhat woul d be the ai mof such an organi sation?

(0) Research in group behavi our he

s produced five inportant

findings: what are they?

(b) Gve five reasons why role and stat

us are inportant to

a worker.
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(a) Formal organisation has a ....... et hos; informal,
organi sation has a ...... ethos (characteristic system.
(b) Gve four exanples of healthy social organisation
(c) What can cause an unhealthy situation to arise?

List Pfiffner's six elenents of an informal organisation
ANSVERS TO SELF- EXAM NATI ON QUESTI ONS

(0) "An organisation is a set of stable social relations,
deliberately created, with the explicit intention of
conti nuously acconplishing specific goals or purposes.’
(b) Four main characteristics:

(i) Stabilitx of posts or roles

(ii) Pureose, deliberately created

(ii Continuitx of acconplishnent

(iv) Seecificitx as to goals or objectives.

(0) Elenents according to Pfiffner (slightly nodified):
(i) Basic hierarchy.

(ii) Information facilitates control

(iii) Responsibility is del egated.

(iv) Unity of command exerci sed.

(v) Division of |abour organised.

(vi) Cosordination is effective.

(b) Roethlisberger’s differentiations:

(i) Formal organisation is the result of |ogica

Zi .e. based on reason) efforts towards achi evenent

of purpose.

(ii) Informal organisation is the result of spontaneous
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soci al processes w thout planned purpose.

(Note: O you could look at it this way -

- People are "tailored to fit into a

formal organi sation.

- They drift together to forman infornma

or gani sation.)

(0) Troditionalists criticised - they treated nen as if they
wer e machi nes.

(b) Criticismof behoviourolists - they treated people as if
they were human beings, certainly, but exhibited a
tendency to regard them as hunan | aboratory subjects, and
seened to expect themto behave according to preconceived
theori es.

(0) Tenets of traditional belief attacked were:

(i) the value of specialisation

(ii) unity of direction

(iii) limtation of span of contro

(Note: This was a controversial point, even anong
traditionalists.)

(iv) scalar chain of comrand.

(b) The behavi ouri sts.

(Note: There is a subtle difference between pure behaviour-
alists and human rel ationists:

Behavi ourolists are interested in behaviour as such -

not unlike a child at the 200, who, when you identify

an animal for him says, 'On. \Wat does it DO?

Human rel otionists, who are often do-gooders,

concentrate nore on feelings than on behaviour).
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(a) Hurman rel ationists held that the right kind of organisa-
tional environment will stinulate people to exert them
selves for overall goals.

(b) They concentrated on the creation of the right sort of
environnent to lead the worker to identify hinmself with

the firmand its goals.

(Note: Their ideas are well-neaning, but often woolly:

it is as if they believed that a man in the right

envi ronnent couldn’t dothe wong thing.)

(c) They envisage a firmin which

(i) the objectives of the concern can be achi eved while
satisfying at the same tine the objectives of its

menbers.

(ii) absenteei smcan be reduced by encouragi ng high
productivity.

iii) the stinulation of co-operation will have the

ef fect of avoiding destructive industrial strife.

(0) CGetting nore out of the workers by keeping them happy, in
their work.

(b) Herzberg would have rem nded themthat what notivates a
wor ker does not enmnate from environnent and admini stration
however good.

(a) G oup research findings:

(i) The inportance of social considerations;

(ii) The cohesiveness of work groups and the contro

that they exert;

(iii) Many people foolishly gauge the status of others

by the make of their car or the size of their office.

(iv) Too nmuch enphasis on status raises barriers between
peopl e; conmuni cati on and co-operation are ruined.
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(v) Expectations officially aroused may differ wildly
fromreality experienced: this destroys trust.

(Note: The details of this section are very inportant: study them
t horoughl y.

(b) Reasons for the inportance of status and role:

(1) A person's formal (work) role inevitably differs from
his informal (social) role.

(ii) Conflict arises when a person is placed in an
unsui t abl e position: psychol ogical tension results.

(iii) Many people foolishly gauge the status oF others by
the make of their car or the size of their office.

(iv) Too nmuch enphasis on status raises barriers between
peopl e; conmmuni cati on and co-operation are ruined.

(v) Expectations officially aroused may differ wildly
fromreality experienced: this destroys trust.

(a) (i) A working or econom c ethos;

(ii) a social ethos.

(b) A healthy organisation is one where:

(i) Good teamspirit exists; this increases productivity.
(ii) A happy atnosphere arises from sound social relations.
(iii) Co-operation is the norm whatever happens.

(v) I'n on energency, informal |eadership is accepted.

(c) Jeal ousy.
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. n
9. Pfiffner’s six elements of informal organisation
(i) They cross hierarchic boundaries - not all workers in
i nformal groups have the sone rank
(ii) Informal |eaders are produced wi thout volition
(iii) Members of informal groups seemto drift, as it were,
into characterisitc roles.
(iv) Conmunication within the group is extremely rapid, nuch
nore so than in a formal organi sation of communication
(v) The logic or reasoning behind nmanagerial viewpoints does
not often coincide with that of a group
(vi) A mcrocosnic struggle for power often goes on within a
group, and can destroy it.
PROGRESS QUESTI ONS
What is an "organi sation"?
Explain the differences between fornmal and infornmal, organisations
Provide a critical appraisal of traditional organisational theory
Name and di scuss the six conponents of formal organisation
Nanme and di scuss fhe six components of infornmal organisation
$4545de
N213: The above questions canl aesanswered fromthe text and will
provi de val uabl e revi sion
16 372




A RE- ASSESSMVENT OF TRADI TI ONAL ORGANI SATI ON THEORY.
SYSTEMS THEORY

Let’s re-stote what we nean by systens theory:

(1) General

Systens theory is applicable to all Fields of study and is

bei ng enpl oyed because of its analytical strength in

virtually every branch of science. One of its nore recent

uses is as a tool of nmanagers.

(2) Definition

When we use the word "systeni in everyday conversation,

we use it in one of two ways.

(a) sttem Congosition

One way is to refer to a collection of things which

seem to hang together; things which are interrel ated,

e.g.

(i) The solar system

(ii) A systemof rivers;

(iii) A gas distribution system

These things with their interrelationships forma

ki nd of network.

(b) sttem Qgeration

The other way is to nmean a collection of rules or a

procedure, e.qg.

(i) A stock control system

(ii) A systemfor betting on horses;

(iii) A selection system

A system then, has a conposition and an operotion, i.e. a
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structure, and a set of interrelationships. This is the
essence of the concept of a system- the interrel atedness of
its parts.

Anyt hi ng which consists of parts connected together nmay be
viewed as a system For exanple, a gane of football is a
system a pair of scissors is a system a person is a system
a house is a system and so on.

Anyt hi ng, at sone |evel of abstraction, can be seen as a

system The football is a systemof pieces of |eather and
rubber; each side is a systemof eleven nen; the gane is a
system of twenty-five nen and a ball; the football ground is

a system etc.

8. RE- ASSESSMENT OF TRADI TI ONAL ORGANI SATI ONAL THEORY

It is necessary to study the inplications of 0 systenms theory
for the traditional organisation theory. The following is a
series of comrents fromthe systens viewpoint on the principles
of the Traditional Organisation Theory.

1. Structure and Objectives of the Entererise

One of the principles of the traditional organisation
theory is:

"The shape and content of the structure nmust depend on the
obj ectives of the enterprise.”

Certainly the systems man is not going to disagree with
this statement. Indeed, the stress on objectives is of

prime inportance to him Where the disagreement comes is
rather in the definition of what constitutes a department,

a subject which will be discussed under the "specialisation"
principl e.

However, it is worth comrenting here on the overall shape

of organi sation structures. W know t hat any system may

be shown to be a part of a larger system and that it wll
itself have other systens (sub-systens) within it. These
systens and sub-systens forma hierarchy - the hierarchy of
syst ens.
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Qovi ously, we are saying nothing new by stating that a

busi ness organi sation takes the formof a hierarchy _

usually in the formof a pryomd. W know that firns

operate at a nunber of levels, and indeed we often refer

to "the hierarchy" not letting us do sonething we

wi sh to do.

Thi s usage indicates the way in which the traditiona

school explain the existence of the hierarchy. They see

it as a command structure necessitated by the span of

control concept. They see the hierarchy as based on

authority, with the scalar chain running fromtop to

bottom In other words, hierarchies exist because that

is the only way to exercise authority and the right to

conmand.

But, if we see the firmas a system we would expect to

find a hierarchical formanyway, and obviously, if it is

a general characteristic, it cannot spring sinply fromthe

need for authority relationships for we find it in systens

where authority and commandi ng do not exi st.

Wy this is so is suggested hy J.C. Enery in his book

"Organi sational Planning and Control Systens", where he

says: -

"The hierarchical character of organisation stens from

the need to reduce the apparent conplexity of the system
it results fromthe factoring of global objectives

into a hierarchy of nore manageabl e sub-objectives.”

If we take this view, then the deportnentalisation and

decentralisation, and therefore the hierarchy, are all a

result of the attenpt to factor objectives The |ink

bet ween hi erarchy and objectives, then, is rather nore

subtle (it is claimed) than the troditionalists suggest.

A hierarchical shape exists in the structure because the

systemis Burgosive. It has an overall objective which

nust be split into sub-objectives in order to be attainable.

This splitting deternines organi sati onal shape.

This also inplies, of course, that to the proponents of

this approach it makes much nore sense to talk of levels

or layers of planning than of authority |levels, when
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descri bing a structure.

The Scal ar Chain

The principle of the scalar chain indicates a belief that
the nost inportant axis in the structure is the vertica
one, i.e. that the really inmportant work of the business
happens vertically. Information fl ows upwards; decisions
and orders flow downwards. Position in the hierarchy

i ndi cates inportance; the higher you are, the "better" you
are. The nost inportant decisions are nade at the top of
the hierarchy, etc. These are sone of the propositions
that may be said to follow fromthe idea of the scalar
chain and they are closely linked with the ideas of authority
and order giving.

Yet, as we saw earlier, authority as a key co-ordinating
feature is |l essening both in inmportance and effectiveness,
if only because of social changes. But nore inportant is
the fact that technical expertise of a highly devel oped
character is becom ng nore necessary. It has been recog-

ni sed for some years that the role of a first-1line super-
vi sor has been decreasingly one of supervision and in-
creasingly one of speedily obtaining specialist help for
his men. In other words, the technically conpetent, high-
salary man i s needed at the bottom of the hierarchy just
as much as at the top. A nan whose inportance and sal ary

i ndicate that he should be a "tap" nman nmay spend his whol e
wor ki ng |ife nmaking decisions at the "bottont |evel.

Unity of Command

This principle is, of course, closely related to the pre-
vi ous one. The problemwi th this apparently obvious idea
of "one man, one boss"” is that it works best in an enter-
prise which is not subject to rapid change and whi ch does
not depend on a highly advanced technology. In a system
whi ch characteristically changes rapidly and which con-
tinually experiences technol ogi cal innovation, it does not
work well at all

For exanple, the change agents in the system (those people
who bring about, or act as catal ysts for, change) may well
be subordi nates with such highly advanced technica
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speci alisns that they cannot be given sensible orders
because their "superiors" sinply do not understand what

i s going on.

Furthernore, these are nore and nore situations in nodern
i ndustry where no one man knows or can know sufficient
about a project to be able to nanage it on his own. In

these circunstances the "manager” will be a team
As Hopeman says in "Systens Anal ysis and Operations
Managenent " : -

"If you see the firmas made up of information flows and
decision centres, it is possible to visualise a dxnamic
structure where the hierarchy loses its effect; where a
project controller will have many bosses, each with a
di fferent decision area."

For these reasons, several new forns of organisation
structure have evolved in recent years, particularly for
producers of large, technol ogically advanced, one-off
products, e.g. consensus comm ttee managenent, project
management and nmatri x rmanagenent.

(a) Committee Managenent

Until recently, a comrittee was nqrrmully seen nerely

as a staff body, giving advice to whonsoever insti-
tuted it. This is not the type of comittee we nean

her e.

In the sort of highly technol ogical and conpl ex

busi ness we are discussing here it is often inpossible
for one man to grasp all the relevant factors required
i n managi ng the organi sati on. To overcone this there
has grown up a kind of executive commttee which is in
ef fect a body of people acting jointly es a manager.

(b) Project Managenent

Proj ect managenent is a rather nore inportant newcomer.
The fundanental idea is to create a flexible organi-
sation structure which will change as current needs
change. To do this, the structure consists of a basic
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sem - pernonent structure of strategic planning and
functional nanagement areas, and a superi nposed
pattern of changi ng operational nmanagers. Thus,
against a fairly conventional organisational back
ground, there are a series of people who have res-
ponsibilities for specific projects, and whose job

wi || di sappear when the project is conpleted, when
personnel will be re-ollocoted. O course, many such
projects continue for a |l ong period of tine.

This sort of flexible nanagenent appears in various
guises. In its nost extreme formit is an organisation
which is identical with primary product departnmentation
At the other end of the scale is the situation where
the product manager is a staff man reporting to the
chief executive. In the mddle is the so-called
matri x management structure.

A typical use of project managenent is the nethod
known as product or brand nanagenment used by many

mar keting oriented conpani es.

The pure project-based organi sati on woul d | ook
sonething like Figure 1.

Here we see that the project nanager is virtually

aut onomous and has been given conplete control of al
the resources and skills he needs for his projects.

I ndeed, he has virtually a nmni-firmof his own.

This is identical with the |arge profit-decentralised
firns working under the traditional theory.

This indicates the nmain di sadvantage of this type of
structure for a multi-project firm For nmany firns,
the duplication of resources and facilities is often
too great to prove economic.

Furthernore, as the functional Specialists (Finance,
Marketing, etc.) on the top level are sinply staff
departnents, there is nowhere for the project
functional staff to go to when the project finishes.
Nor is there any co-ordinated effort at inproving

the conpany’s functional expertise.
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VD

Fi nance Engi neering Operations Marketing etc.

Pf oj ect Project

A B

Fi nance Engi neering Production Finance Production etc.
etc. Marketing Engi neering Marketing

Figure 1

On the other hand, because there is one man clearly
responsi ble for each project, with line authority
over every aspect of it, the project itself wll
receive a full neasure of support.

The opposite type 6f structure would | ook like

Fi gure 2.

VD

Proj ect Manager

Engi neering Fi nance Production Mrketing etc.

Fi gure 2

Here we see a conmpletely traditional structure where
the Project Manager is a staff ndn reporting to the
Managing Director. In this situation he has no |ine
aut hority whatsoever. Al he can do is to act as a
liaison officer dealing with all aspects of the pro-
ject. Clearly, officially he nmakes no deci sions;
these are made by his boss, the Managi ng director.
Nor can he force any of the functional nanagers to
act in a specific way. He nmust depend on personality,
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conpet ence, persuasion, and a subtle use of the power

structure.

Def i ned Resgonsibilitx and Authoritx gin Witing)

Al'l school s of managenent thought woul d agree that

responsi bility should be clearly defined, although the

i nsistence on witing it down may not be accepted.

To the systens proponent this is a key axiom particularly

as he lays such great stress on the inmportance of clear

objectives. To himthe definition of responsibility is

couched in terms of the objectives the manager hust neet.

The clear definition of authority is often not quite so

feasible, especially in the types of organisation nentioned

before, where flexibility and conflict are designed into

the system

Paritx of Resgonsibilitx and Authoritx

The systens proponent does not believe that this principle

need exist. OF course, he is not saying that it should

never exist; only that in certain dynamc situations it is

neit her necessary nor even desirable.

As we have seen, there are project managers and product

nmanagers who have virtually no line authority at all, and

yet they have enornmous reSponsibility. Al though this

i mposes an i Mmense strain on the man involved, it has

conpensati ng advantages. Authority, in the classica

sense of "right and power to command”, is just not seen

as the inportant co-ordinating factor. The authority

of competence and nerit is the mainspring of action

Reseonsi bilitx Absol ute

The principle that reSponsibilityis absolute is fully

accepted by the systens proponent.
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Del egation of Resgonsibility

"Authority should be delegated as |low in the hierarchy as
possi bl e."

One of the guiding principles that classical theory offers
is that decisions should be nade at the point in the
structure where all the information is first avail able.
Clearly this is strongly held, too, by the systens school
and i ndeed forms a basic determ nant of structure.
"factoring" of the "gl obal objective"). This fragnentation
into sub-systens increases the problem of co-ordination
The nore there are, the nore difficult it is to co-ordinate.
Therefore, the scope of each sub-system should be as

conpr ehensive (or autononous) as the infornation/aecision
flow systemw || allow because this will re3ult in fewer
di visions, fewer interfaces and therefore less friction

It is inportant to realise that the restriction on size is
i nposed not by the span of control principle, but by the
capacity of the information/decision system The restric-
tion is inposed, in Fact, by how much infornmation a nanager
can handl e usefully to nake decisions, which is affected
not only by his own capability but also by the type of

i nformati on avail abl e, the anpunt of information and how
it is analysed, the nunmber of relevant critical sources
and so on.

On this theory, then, each sub-systemw thin the system
structure should be as conpl ete and i ndependent of the

ot her sub-systens as possible; interactions between and
among sub-systens should be kept to a m nimum O herw se
of course, each sub-system nmust receive detailed information
about every other sub-system

That is to say that the systens approach tends strongly
towards decentralisation of decision-naking, particularly
in the operations area, and towards product departnentali -
sation rather than functionalismas a primary division
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Sean of Contro

"The smaller the span of control is, the better."

To a |l arge degree questions about span of control or span of
management are inappropriate to the systens way of thought
because the concept is based on the questions of supervi-
sion of work, authority in the classical sense etc. The
systens anal yst, in approaching the same problem would
tend to ask a different set of questions, such as what

i nformati on channels feed into this particul ar deci sion
centre, how conplex are the decisions to be made, etc.

In a very conplex situation where a | arge nunber of sources
were necessary and detailed anal ysis needed to be carried
out, the span reconmrended woul d grow.

M ni mum Nunber of Levels in the Hi erorchz

Agai n, the question tends to be inappropriate to the
systens manager in so For us it refers to authority |evels.
However, the reason behind the principle (i.e. the comuni -
cation difficulties caused by tall structures) is evi-
dently true.

It is worth restoting, though, that the systens anal yst
does not see the organisation as a series of authority

| evel s, but rather as a nunber of |ayers of planning,
Wthin these, the organisation is a collection of flow
networks, e.g. the materials flow network, the nmanpower

fl ow network, the capital equipnment flow network, etc.
Sgeci al i sation

Traditionally, specialisation has been seen as Functionalism
i.e. splitting Up the company into such departments as
Producti on, Marketing, Finance, etc. It is this type of

di vi sion of |abour which is often attacked by the systens
school .

Al "open" systens have the characteristic of "differen-
tiatior", i.e. they tend to becone nore conplex, with
Speci al i st sub-units appearing. Large units tend to Split,
with each u? the fragnents specialising in one port of the
ol d area.
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This is a basic problemof growth which inevitably causes
tstresses, if only because there are nore interfaces. The
type of departnmentalisation (specialisation) we choose will
have a major effect on the degree of interaction anongst
sub-systens. Friction will be lessened if units which
strongly affect each other are within the same departnent
or sub-system

A systens manager is essentially a resource controller. He
controls the inputs to his systemand allocates themto the
transformation process for which it exists. It is the flow
of inputs through a process to becone outputs which is his
reason for existence. In virtually every case these sys-
tems flow across functional |ines. As Hopenan says in
"Systenms Anal ysis and Operations Managenent E-
"Functional i sm separates; systens analysis integrates."

If we take stock control as an exanple, we can see what
this neans. Al nost every function has objectives within
the field of stock control, but they conflict. They differ
with regard to the quantity they wish to keep and the
variety of itens stocked. Their w shes are shown in tabu-
lar formin Table 1.

Table 1

Fi ni shed Raw V . t

CGoods Materials ariey

Mar ket i ng

Producti on

Fi nance

Pur chasi ng
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The problemis that all the functions control a part of the
material flow and can take decisions which affect it.
Unfortunately, they will nornmally nmake the decisions in the
light of their own objectives, not those of the firms. Thus,
by optimising in their own area, they cause sub-optini sation
inthe firmas a whole.

The systens answer to this is the adoption of a departnent
whi ch might be called the Material Flow Departnent, of

whi ch there would be a manager of material flow.

Consi der, too, the effect on decision-making of having the
mar ket research section as part of the Marketing and Sal es
department. In fact, the systemwhich nbost needs its

hel p (the componyze corporate strategy group) is a secon-
dary user, and the research could be slanted towards what
may be entirely the wong questions for the conpany’s
future survival

The argurment here is that, traditionally, the wong
criteria have been used for departmentolisation. Func-
tionalismleads to dysfunctional effects.

11. Seearation of Line from Staff

"Li ne should be separate fromstaff."

Recognising the difficulties inposed by the need for
speci al i st expertise, classical theory adopted the Staff
role fromthe army. The expert, though, must have stuff
authority only, because of the principle of unity of command.
He cannot be allowed to make deci sions, except in the line
nmanager’s name. The growth of what is called "functiona

aut hority" recognises this probl emof having the man who is
expert in a particular situation barred from making the

rel evant deci sions.

The systens school has recognised it even nore clearly.



A RE- ASSESSMVENT OF TRADI TI ONAL ORGANI SATI ON THEORY. PAGE 13.
It suggests that separating line and staff does not solve
the problemof conflict at all. Nor can arbitrating bodies
like commttees do so. The systens engi neer woul d prefer

to abandon the concept conpletely. It would be repl aced

by the type of nanager we di scussed when we tal ked of

proj ect managers and product managers - people who com

bi ned the style and functions of both line and staff per-
sonnel and who were trained essentially as decision-takers.
12. Flexibilitx

An organi sation nust be structured in such a way that it can
change direction to nmeet different needs. In systens terns
it nust have the characteristic of "equifinality".

The problemis how to attain a structure which is flexible,
has equifinality, and yet is under control. The answer
depends on anot her of the systenis characteristics, nanely
“regul ation".

Basically, the enterprise is regulated by plans, which
gui de the sub-systens towards system objectives. The
systemis controlled, then, by feedback of information
conpared with standards contained in the plans; this is the
regul ati on process known as the "cybernetic" process.

The inplications of this concept for organi sational design
are significant. The concept of cybernetic control im
plies that a closed systemcontrols itself. In-practica
terns, this is the sort of systemwe want in a business
sub-system If it controls itself, in accordance with the
plans given it, then less information needs to be passed,

| ess centralised control is necessary and so on. (Note that
we are here tal king of the sub-systemin terns of its in-
tormation flow, control procedures etc. Cbviously,

viewed as a social systemit is not closed, nor can it be.)
"1

The other type of regulation process is Learning", which

is virtually identical in aimto the principle of flexi-
bility we are discussing. The difference between the two
approaches is one of degree. The traditional principle
recogni ses that there is something which needs periodic
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review. The systens designer would insist that sonewhere

in the organi sation systemthere would be a sub-system

with the specific objective of nonitoring system perfor-

mance and changing the structure in the Iight of that

experi ence.

13. daritx

It is accepted that clarity of structure hel ps efficiency,

t hough the systens approach, in insisting on a dynamc
systemrather than a static structure, is obviously |ess
likely to achieve apparent sinplicity and clarity than the
traditi onal approach

OVERALL ORGANI SATI ON SYSTEM

The result of these considerations is an organisation which
has a different shape fromthe traditional one. Figure 4 is an
attenpt to present a nodel of what an organi sati on constructed
on systens lines would | ook |iKke.

You will note the three layers of planning, i.e. corporate,
resource, Operations. You will note also that position on the
nodel used need not indicate status or rank, e.g. the nanager
of project C might well be of nuch higher status than the orga-
ni sation theorist reporting to the corporate strategy group
and the resource group managers (functional managers) will
probably be of the sane rank as the project system manager

Pay will tend to differ because nmost users of this approach
believe in differential salaries based on objective achi evenent.
The facilitating systens are set up to cater for areas which
it woul d be unecononic to divide anongst the operating divi-
sions; e.g. it would perhaps be nore effective and econonic
to have one large conputer installation rather than severa
smal | ones.
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The standard production units are those which are
relatively static; where the products have been devel oped
reasonably for. Being in a systens organi sation, the genera
manager will control many of his own areas of staff SUpport

to control hinself, i.e. he will have his own accountants,
mar ket research staff, personnel officers etc ....... and
they will work directly for himand will receive only advice

(not orders) fromtheir counterparts at the first and second

pl anni ng | ayers. The division would probably use product
managers.

Both the facilitating systenms and the production systenms woul d,
in fact, be virtually autononous bodies, strongly decentralised
with profit being the main control factor. They may well treat
each other as outsiders, e.g. the head of the conputer facility
wi Il charge the production unit,tor its services at 0 rea-
sonabl e market price. The production unit, on the other hand,

if it can get the sane service el sewhere ot’a lower price, is
permtted to do so. Indeed, a production unit will buy conpo-
nents fromthe source which best suits itself, even though
soneone in the sane conpany is nmaking the sane item In other
words, the systens approach uses to the full the ideas of profit
decentralisation worked out within the traditional franework.

I

The project systens are nost likely, of course, to be designed
on the matrix nodel and wi |l appear and dissolve us and when
there is a project which requires it, e.g. the devel opnment of a
new product, when the project team mi ght be converted on com
pletion into a production unit, with nmore or |Iess no Change O
per sonnel
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RESEARCH SECTI ONS

R &D

Mar ket Research

Orgn. Theorists

Legal Advisors etc.

First

Pl anni ng

Layer

Cor por at e

Strat egy

G oup

Cor por at e

Fi nance

RESOURCE GROUPS OPERATI NG GROUPS

Second Materials Manpower Equi pment Cash Systens
Pl anni ng System System Syst em Syst em Desi gn
Layer Manager Manager Manager Manager Manager
w

Facilitating Standard Prol ect

Systens Productl on System

System

. 1_L"_ Vg

Third Ag CABC

Pl anni ng

Layer A

Fi gure 4.
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The corporate strategy group is that part of the system whose
job it is to provide the adaptability of the system It is

on the environnental interface, senses |ong-termchanges in
the environnment, and plans to nmeet the changes within the
system

The resource groups will be seen as flow systens or networKks.
They contain the functional executives of the firm whose job
is to control the allocation of resources, build up the com
pany’s functional expertise, and provide a reservoir of such
expertise when required for project work.

Not e that where the word "nanager" appears in the nodel, it
may or may not be a single manager; it could be a group or
speci ali sts acting as a manager.

Notice too that one of the resource grbups is called "systens

design." Its job is to maintain a continuing audit of the
ef fecti veness of the organi sation systens.
---000---

suMMARY

This is not a true summuary, but rather a |list of what has been studied
in this extrenely inportant |ecture.

(A) Definition of Systens Theory

(B) Evaluation of the Traditional Principles of Organisation
in the light of Systens Theory:

These principles are discussed under these heads:

(0) Structure and Objectives of the Enterprise

(b) The Scal ar Chain

(c) Unity of Conmand - Conmittee Managenent

. Proj ect, Managenent

Defi ned Responsibility and Authority (in witing)

Purity of Responsibility and Authority

Responsi bility Abselute |

Del egation of Responsibility

Span of Contro

— e
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) Specialisation

) Separation of Line from Stuff

) Flexibility

) Carity

3TH

3
(
(
(

(

Overall Organisation System- an organi sati on constructed

on the systens theory approach.

---000---

PROGRESS QUESTI ONS

1. "The unity of comment as a principle of managenent no | onger
has any val ue." Discuss.

2. Discuss the advantages and di sadvant ages of the matrix type
of organi sation structure.

3. "Functionalismseparates; systens analysis integrates."

How true is this?



ORGANI SATI ONAL OBJECTI VES.

A. OBJECTI VES ARE GOALS

Al'l conpani es need established goals to guide the efforts of
each of their conponents. No organi sation can grow and
change in an orderly manner unless it has such goals. In
fact, well nanaged conpani es establish objectives not only
for the conpany as a whole but for all |evels of managenent.
They spell out divisional and departmental goals which serve
as specific guides for subordinate units. The absence of
firmobjectives can result in the uneconom c conm tnent of
capital, poor utilization of people and nmedi ocre operating
results over the long term

We may speak of two categories of objectives - econom ¢ and
soci al .

ECONOM C OBJECTI VES RELATE TO THE MARKET PLACE

Here the two crucial questions are -

1. What kind of business is the conpany in? and

2. What does the conpany intend to acconplish in that

busi ness? T

Now, though these questions may seem si npl e eneugh to answer,
it is surprising how seldomthey are actually asked. The
consequences of their not being considered can be fatal.
Let’s I ook at an exanple cited by Louis A Allen in
Managenent and Organi sation

"A highly specialized el ectronic conponents manuf act urer
during and inmredi ately after World War 11, accumul ated a
heal thy cash reserve.” Wth a dwindling mlitary market for
its products in sight, the president decided that diversifi-
cation was in order. He and his staff |ooked around for
likely acquisitions. , First they Found a healthy, profitable
smal | chain store operation which nade candi es and chocol at es.
The owner had recently died and the heirs wanted to sell

The el ectroni cs conmpany bought their interests.
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At this time, air conditioning was getting considerabl e
attention. The el ectronics manufacturers found a smal

pl astic: conmpany engaged in producing fram ng nenbers,

cabi nets and base plates for wi ndow air conditioners. -

Ef fecti ve command of this enterprise was secured

Next, a conpany manufacturing radiator grills and decorative
trimfor autonobil es was acquired.

Thus the avail able funds of the el ectronics manufacturer ware
exhausted. The conpany tried to digest and integrate its
acquisitions. This proved inpossible. At the end of five
years each of the once profitable subsidiaries had | ost both
mar ket share and profitability. Finally the conmpany dis-
posed of all three. Onlx at this Boint did the board of
directors sit down to deci de what business the conmeanz was
in. They decided that their facilities were best suited to
the rapidly expanding civilian electronics nmarket. Once
this course had been firnmy set, the conpany invested the
fund: it had salvaged in finding new markets, in designing,
manuf acturi ng and nmarketing el ectronic conponents for tele-
vi sion, conmputer, data recording and other allied fields.
Its | atest annual report shows a healthy profit and a

prom sing future."

C. ECONOM C OBJECTI VES GUI DE OPERATI ONS

I f economic objectives are itenized, they can be used to
gui de and channel the operations of a conmpany on a day-to-
day basis.

The objectives, for this purpose, may be item zed as
fol |l ows:

tl. Ceneral Cbzectives are stated in ternms of

(a) Sal es Vol ure.

(b) Market Share.

(c) Profit in Rands.

(d) Profit Margins.

(a) Return on Invested Capitol.



ORGANI SATI ONAL OBJECTI VES. PAGE 3.

Exanmgl e: A bed manufacturer may have the overal
objective - to purchase chain and steel at

favourabl e prices and to nmanufacture and

sell at a profit steel bed frames and head

boar ds.

Coroll arx Objectives are then established -

(a) To increase sales volume from for exanple,

10 000 to 12 000 units in 18 nonths,

(b) To increase market share from3%to 6%in the

steel frane market,

(c) To reduce overheads by 3% in three years by
tailoring production facilities,

and so on.

D. | ECONOM C OBJECTI VES CAN CHANGE

Maj or changes are sonetimes necessitated. What is likely
to provide the inpetus for change?

1

Declining markets n maj or upheaval s such gs world wars,
the devel opnent of synthetics which replace the
conpany’s present product etc. can result inta decline

i n consunption.

Poor profit potential - the cost of inputs may increase
to the point where it is no longer profitable to con-

ti nue producing a particular product.

These factors can change econonic objectives to the extent
that the conpany | eaves one ngjor field of endeavour and
establishes itself in another. The change-over is often
ef fected by nerger or acquisition of a conpany already
established in the new field.
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SOCI AL OBJECTI VES RELATE TO EMPLOYEES, SHAREHOLDERS AND

THE GENERAL PUBLI C.

Soci al objectives enconpass all aspects of the business which
do not refer to the nmarket place.

The foll owing are exanpl es of specific social objectives.

1. To provide enpl oyees with good working conditions -

the objectives of the entire organisation and of its
conponent parts nust be in harnony with the rel evant

needs and desires of the great nmpjority of its

enpl oyees. The obj ectives must be designed in such

a way that enployees are highly notivated to achieve

them The reward system nust be such that enpl oyees

feel that salaries, wages and bonuses yield them
conpensation for their efforts.

2. To provide sharehol ders with dividends and interest
paynments whi ch yield them equitable conmpensation for

their contributions.

3. To be a good nei ghbour in the conmunity in which they

are |located and to foster and pronote activities

directed towards the fundamental inprovenent of these
comunities.

5 UMMARY

A. OBJECTI VES ARE GOALS

No organi sation should operate without establishing specific
obj ecti ves.

L every heal thy organisation there exists an unendi ng process
of exau’ ai ng and nodi fyi ng organi sati anul objectives as well
as Cairwudeim hmm the nmethod; of achieving them
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B. ECONOM C OBJECTI VES RELATE TO THE MARKET PLACE.

Every organi sation should establish -

1- What kind of business it is in

2. What it intends to acconplish in that business.

C. ECONOM C OBJECTI VES GUI DE OPERATI ONS

I f econom c objectives are to be used to gui de operations
they should be item zed by -

1. Sal es Vol une.

2. Market Share.

3- Profit in Rands.

4- Profit Margins.

5. Return on Invested Capital.

D. ECONOM C OBJECTI VES CAN CHANGE

The economi c objectives are not stable or unchangi ng.
factors which unfluence change are -

Two

1. Declining markets. and

2., Poor profit potential

Thus, objectives nust change to neet the requirenents of
changi ng technol ogi es, changed conditions, and the changes
of the needs and desires of those involved in the organisa-
tion or served by it.

E. SOCI AL OBJECTI VES RELATE TO EMPLOYEES, SHAREHOLDERS AND THE
GENERAL PUBLI C.

Soci al objectives cover all aspects of the business which do
not refer to the market place.

Exanpl es of social objectives are given in the body of this
| ecture.
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PROGRESS QUESTI ONS

Wite a note on the need for objectives in an organisation
and outline what you consider to be tho objectives of an
organi sation in which you have been invol ved.

Di stingui sh between econom ¢ and soci al objectives giving
exanpl es of each.

2243/ 97



TYPES OF ORGANI SATI ON

Various attenpts have been made to classify organi sations fromthe
poi nt of view of the kind of structure adopted. In practice none of
these el enmental types of organisations will ever be found in a pure
state; we rather tend to neet nixtures of them adjusted according
to the needs of any particul ar business enterprise. This does not nean
to say, however, that it is useless to study the elenental types of
organi sation as we may learn a great deal from any advantages or

di sadvant ages they may possess. The three el enmental types of

organi sati on are:

A. LINE (OR M LI TARY, OR DEPARTMENTAL) ORGANI SATI ON.

B. FUNCTI ONAL ORGANI SATI ON

C

LI NE AND STAFF ( FUNCTI ONAL ORGANI SATI ON) - COWVBI NATI ON

| shall exam ne these three types of organisation critically and in
sone detail. If you happen to be working in a business organi sation
yourself, it mght be a good idea to conpare the organi sation of your
Firmw th the nodels | amgoing to outline.

A. THE LI NE ORGANI SATION | S BASED ON THE DI VI SI ON

OF THE BUSI NESS | NTO SEPARATE DEPARTMENTS

You will understand the nmeaning of this form of organisation

if you conmpare it with the working of the H gh Command of an

Arny.

The Arny will be divided into Arny groups, they in turn into

di visions, the divisions will consist of reginments, the reginments
of compani es and the conpani es of pl atoons.

In a "line" organi sation each subordinate is responsible to one
superior only and the person in charge of any group, whether

it is adivision 0 a platoon, has conplete and sole authority

and responsibility for everything taking place within his group
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In nodern parlance, "line" nenbers carry the authority,
responsi bility and accountability for getting the job done and
are "executives" in the true sense.

I think that you will find it easier to renenber the essentia
principles of this ystemof organisation if | illustrate it by
nmeans of a sinple diagram

GENERAL MANAGER

PRODUCTI ON WORKS SALES CHI EF ACCOUNTANT

CONTROL ENG NEER MANAGER SECRETARY

MANAGER

PROGRESS PLANNI NG BRANCH PUBLI CI TY &

& DESI GN MANAGERS ADVERTI SI NG
r'_ 1 _-_ - - T-" - --"-_1_1_1
WORKS MAI NTENANCE FOREMAN
SUPERI NTENDENT FOREMAN ELECTRI CI AN

FI GURE 1.

The di agram shows very sinplified conditions, e.g. the snal

nunber of managers and ot her menbers of the staff, but it brings
out the essential point that there runs a direct chain of
responsibility fromthe youngest office boy right Up to the

General Manager. Note that officials who are in the sane horizonta
position, e.g., nmanagers, have no authority over each ot her
CGeneral |y speaking they are of equal standing and their

responsi bilities and conditions of remuneration will be approx-
imately equal. The higher up the | adder we come,the greater the
amount of responsibility to be borne and the greater also the
authority of the person concerned.

1. REQUI SI TES

If this system of organi sation has been adopted:

(a) Commands may be given to subordinates by their

i medi ate superiors only.
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(b) Commands may be received from one superior only.

(c) There exists a limt (known as the sean of contro

to the nunber of subordi nates which any superior is

wef fectively able to control. The higher Up the | adder

a superior happens to be,the fewer subordinates he

is able to supervise. Athough there does not exi st

any hard and fast Iimt for the span of control, the

maxi mum of six has been suggested for the higher

ranks of managenent, while about 20 to 30 is the limt
for | ower managenent.

THE ADVANTAGES OF THE LI NE SYSTEM OF ORGANI SATI ON ARE AS
FOLLOWE:

(a) Discipline is easily secured, as there is one person
responsible for it in each group

(b) Duties and responsibilities are clearly defined, i.e.
it is inpossible for any matter to be passed from hand
to hand. If any two departnents di sagree as to which

of them should handle any matter, the person who is
superior to both departments will decide as to who
shoul d deal with it. ~’

(c) It is very sinple to understand.

THE MAI N DI SADVANTACES OF THE LI NE SYSTEM OF ORGANI SATI ON ARE

(a) It relies too nuch on the skill, energy and power of a
very few people to maintain discipline. If they should
fail to come Up to the expectations, the organisation

m ght break down.

(b) It tends to be rigid and inflexible, i.e., difficulties
arise if any new departnent is to be added, as that

may disturb the existing span of control which is of
particul ar i mportance under this system

(c) It pronptes "red tape". Whenever an enpl oyee wants to
contact an enpl oyee of another departnent, the officia
note has to go via the person to whom both are respon-
sible, i.e. any official comunication say from an

enpl oyee in the Sal es Departnent to sonebody in the
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Pl anni ng Departnent woul d have to pass through the

of fice of the General Manager. A glance at Fig. 1 wll

explain to you why this has to be the case

(d) It ignores the fact that specialists are required for

nost busi nesses. Many executives do not truly fit into

the line organisation, e.g., the accountant is

concerned with all departnents.

4. THE LI NE SYSTEM OF ORGANI SATION IS APPLI ED VERY RARELY I N
PRACTI CE

For the reasons nentioned above we do not find often in

practice exanples of a pure |line organisation. Snal

establ i shnents engaged mainly in sinple processes my

adopt, but nore conpl ex busi nesses would hardly find it

useful .

THE FUNCTI ONAL TYPE OF ORGANI SATI ON PROVI DES THAT FUNCTI ONS VWHI CH
ARE COMVON TO ALL DEPARTMENTS SHOULD BE | N THE HANDS OF SPECI ALI STS
DA NG THE SAME JOB FOR ALL DEPARTMENTS

You will appreciate the difference between the functional type of
organi sation and the |ine organisation easily enough. In the letter
we have seen one person having to give all his attention to AEE
types of work in 95g department, while under the functional system
one person concentrates on QEE type of job in ALE departnents.

Take the work of typists us an exanple. Under the line system each
departnment woul d have to have one person acting as typist and if
that should not be a full time job, then she woul d have to spend
the rest of her tinme doing sonething else. Under the functiona
type of organisation, there would be a pool of specialised

typists doing nothing but typing in sone centralised typing office
but working for all departnments requiring their services.

We see then that this system of organisation is based on a | arge
degree of specialisation. Its originator, M. Frederick W Tayl or
on Anerican efficiency engi neer who First introduced this method of
organi sation at the end of the last century defined in his "Shop
Managenent" a functional organisation as consisting -
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"I'n so dividing the work of nmanagement that each nman from

the assistant superintendent down shall have as few functions

as possible to perfornt.

He applied the division of functions not only in the higher ranks
of managenent, but al so anbng the npbst juni or nenbers of the
managenment, the forenen.

Instead of the ol d-foshioned type of foreman who is mainly a shop
di sciplinarion and acts as a kind of jack-of-all trades, he
proposed no |l ess than eight functional forenen, each having a
separate function to fulfil and each entitled within the scope of
his function to give orders and instructions to the worknen.

I nstead of having one superior, as under the departnmental

organi sati on, each person may have up to eight superiors to whom he
wi Il be responsible for different aspects of his work. G aphically,
this systemof organisation mght be illustrated as in Figure 2
and Fi gure 20.

N.B. This sinple chart should indicate the nature of the functiona
organi sati on. Each specialist deals with his work in al
departments. Clearly, in practice, this type of organisation
inits pure formwould be nbost unrealistic.

GENERAL MANAGER

HEAD OF

PLANNI NG & WORKS CHI EF

PROGRESS MANAGER ENG NEER

DEPT.

FUNCTI ONAL

FOREMEN

145678

WORKERS

FI GURE 2.
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SECRETARI AL WORK
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1. REQUI SITES

If the functional system of organisation is to work

effectively, the following principles will have to be
obeyed:

(a) The functions handed out to the various specialists
shoul d be collectively exhaustive, i.e., there nust

not be any aspect of the work hich is not sonebody’s

task to see to

(b) The functions must be mutually exclusive, i.e., there
shoul d be no overl apping of the functions of different

i ndi vi dual s.

(c) Each division of work should contain only natters
which are related to each other so that, e.g., a

person shoul d not be sinultaneously entrusted with

wel fare work and the purchasing of raw materials.
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THE ADVANTAGES OF THI S TYPE OF ORGAN SATI ON ARE AS FOLLOWG:

(a)

(b)

(O

Every menber of the organisation is able to specialise

in sone line in which he may then obtain greater

experience and efficiency. People having the right

background of trai hing and experience may be chosen

for work for which they are specially suited.

It is possible to separate functions requiring nmental

activity fromthose requiring physical exertion. The

same people will not necessarily possess both "brain"

and "brawn" and if you do not ask themto exercise

unduly those of their capacities which are weaker, they

are likely to be happier and nore efficient nmenbers of

your organi sati on.

Each subordinate will get advice froma real expert

and will be told exactly how to do the job he may be

given, so as to conplete it in the shortest possible

time.

THERE EXI ST HOAEVER A NUMBER OF | MPORTANT DI SADVANTAGES,
J L

NAMELY .

(a)

(b)

(d)

Discipline is likely to suffer as there are too nany
people entitled to give orders and these orders may
sometines conflict with each other

As nost orders will have to be handed out in writing,
there will be too much clerical work which-is both

costly and tinme-wasting in nature.

| f subordinates are given such detailed instructions

as the working of the systemrequires, their

initiative may be destroyed and they tend to becone

nmere robots incapabl e of any independent thought.

The supervisors on their part nmay easily becone too
specialised in their line and | ose the broad approach

of their work which is necessary in every organisation.
These limtations are well realised by all nanagers and so
this systemis also not used in practice inits pure state.
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C. LINE AND STAFF ( FUNCTI ONAL ORGANI SATI ON) - COWVBI NATI ON
1. STAFF

Before proceeding to illustrate a conbined rel ati onshi ps
chart the term"staff" will be discussed. Mich confusion
exists regarding this relationship and so care nust be
taken, when answering exam nation questions, to show that
you understand the term

Witers on management, when they have come to comnbi ne the
line and functional relationships, often refer to the
functional relationship as a staff relationship

The word "staff" in connection with organisation structure
is not used in the sense of neaning weekly or nmonthly paid
enpl oyees as opposed to hourly paid enpl oyees. Rather it
has the sane neaning as the words "CGeneral Staff” wth
reference to any army. The task of a staff menber is to
advi se others; the line and to a | esser extent functiona
nmenbers carry out the work.

No doubt the controversry regarding the word "staff" arises
fromthe fact that the functional executives advise as well as
take responsibility for a particular function. However,
since the prime responsibility of a specialist is the
carrying out of his particular work he may rightly be
regarded as a functional menber. An exception is the

Per sonnel Manager who advi ses workers but has no authority
over them "Line" menbers rely on "staff" for various
services and expert advi ce.

2. ADVANTAGES OF THE USE OF STAFF AUTHORI TY

(i) Allows for the use of increased specialismat higher

| evel s, thus making exeert advice nore freely avail abl e.
(ii) It frees the line executive fromthe work of detail ed
collection and analysis of facts prior to his

deci si on maki ng.



(iii)

(iV)
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Staff positions are often used effectively as training
grounds for young managers, where they can nore

qui ckly get a better overall view of the total firm
than they might in aline unit. The results of their
actions are less likely to cause speedy disaster.
Bei ng only advisory, the "expert" cannot becone too
power f ul .

3. DI SADVANTAGES

(1)

(i)

(iii)

As the expert has no power to enforce the decisions
whi ch he feels should be nade, there is a danger that
the best advice nay be ignored.

On the other hand, |ack of authority in this sense can
tend towards refusalto accept responsibility for the
out come of his recomendati ons. The man with staff
authority can always say afterwards "well, it’s not mny
fault it didn't work. 122 accepted it, and ygg gave the
orders".

In a very real sense what he says is true, for another
of the accepted principles of organisation is that
"resgonsibility is absolute". The man who is responsible
for a department is held accountable for its running
even though he nust take advice and cannot possibly know
everything that is going on

The staff situation can cause resentnment, especially
if such staff advice is conming froma centralised unit
which is likely to be resented in any case.

There are several reasons why such advice is resented.
Firstly, it may appear to underm ne the |ine manager’s
authority, especially if the advisor has a strong,
dynam c personality and if he enjoys the backing of

hi gher managers.

Secondly, there is a regrettable tendency for outsiders
to think in a vacuum thinking only of their own area
of expertise and ignoring the nmultitudi nous ot her
problens of the Iine. They are often said to live in
ivory towers
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This conflict gives rise to a further basic principle

of organisation, which is that |ine should be clearly
separated fromstaff. This, of course, involves close

and detailed definition of areas of responsibility and
aut hority.

If you are asked a question which requires a line

and staff organisation chart you are advised to

reproduce a chart simlar to the one which foll ows
pointing out that the functional relationships are

al so regarded by sonme authorities on nmanagenent as

staff relationships. Remenber that within "staff"
departrments O "line" chain can occur

ELE. Wth EIl charts you shoul d i nclude footnotes

which briefly explain their nature.

LI NEI STAFF AND FUNCTI ONAL ORGANI SATI ON CHART

Before we go on to discuss line, staff and functiona
organi sation charts, let us clarify exactly what an
organi sation chart is!

It is, of course, a diagramindicating the allocation

of responsibility within a business. These may be prepared
by the managenent of a business toassist themin organising
a business, or to introduce changes (e.g. the beginning
of new functions or departnments) as a business expands,
but you should note that they may al so serve as a channe
of communi cati on between nmanagenent and staff. A chart may
be di spl ayed on the prem ses or in a staff handbook to

i ndicate to each enpl oyee how he fits into the genera
organi sation and who is inmediately senior to himand
responsi ble for him

Note that the Assistant to the General Manager cannot be
regarded as a specialist and so he may be ternmed a "staff
executive". The other executives are specialists and they
are, therefore, "functional"
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You will have noted that this system or organisation attenpts to
i nclude all the advantages of the departmental and functiona
system of organisation while trying to steer clear of their nost
obvi ous defects. For this reason it is the system of organisation
nost widely to be found in practice.

D. MATRI X ORGANI SATI ON

The npst inmportant type of project organisation |ies sonewhere
bet ween these two extrenes of line and functional organisation
The matrix organisation is difficult to draw because its authority
lines do not travel only up and down. They al so travel horizont-
ally. A matrix chart would | ook sonmething like Figure 3.

Not e that personnel in the various operating groups have at | east
two bosses, i.e. their functional superior and their project
superior. Normally they will get "what to do" and "when"
instructions fromtheir project manager, and "how' instructions
fromtheir functional manager

On the occasi ons when the expectations of these two people
conflict, the staff nenber’s responsibility is to draw the
attention of both of themto the clash and get themto settle it.
He has no superior conmtnments to either as they are both on the
sone | evel

Clearly the likelihood of conflict between functional and project
managers is very real, especially in the sensitive area of
resource allocation. The functional nanagers are responsible for
the opti nmum use of the resources they manage. This obviously

cl ashes sonetinmes with the project manager’s desire to achieve
proj ect perfornmance.

This conflict is recognised and is often felt to be desirable
because it forces decision disagreenents into the open. The
managers are expected to resolve the conflict at their own |eve
and only in exceptional circunstances to refer the decision
upstairs.

Renmenber that conflict exists in the traditional organisation
structure as well, but is too often along the Iines of enpire
bui | di ng and sel f-aggrandi senent and its solution is not oriented
towards the good of the project.
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The advant ages of matrix organisation are well summarised by
Claland and King in their book "Systens Anal ysis and Project
Managenent" as fol | ows:

(i) The project is enphasised by designating one individua

as the focal point for all matters pertaining to it.

(ii) Wilisation of nanpower can be flexi ble because a reservoir
or specialists b maintained in functional organisations.

(iii) Specialised know edge is available to all progranmes on an
equal basis; know edge and experience can be transferred
fromone project to anot her

(iv) Project people have a functional home when they are no

| onger needed on 0 given project.

(v) Responsiveness to project needs and customer desires is
general ly foster because |ines of conmunication are estab-

i shed and decision points (for the project) are centralised.
(vi) Managenent consistency between projects can be maintained
through the deliberate conflict operating in the project-
functional environnent.

(vv) A better bal ance between time, cost, and performance can be
obt ai ned through the built-in checks and bal ances (the
del i berate conflict) and the continuous negotiations carried

on between the project and the functional organisations.
SUMMARY

A. LI NE ORGANI SATI ON i s based upon the division of the business
i nto separate departnents.

1. ADVANTAGES

(0) Discipline is easily secured.

(b) Duties and responsibilities are clearly defined.

(c) 1? is sinple to understand.
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2. DI SADVANTAGES

(a) Relies too nuch on the skill of certain key persons.

(b) It tends to be rigid and inflexible.

(c) It pronotes red tape.

(d) It ignores the fact that specialists are required

for most buSi nesses.

For these reasons this systemis hardly ever used in practi ce.
B. THE FUNCTI ONAL SYSTEM provi des that functions which are combn
to all departnents should be entrusted to specialists carrying
themout for all departnents.

1. REQUI SI TES OF THE FUNCTI ONAL SYSTEM

(0) Functions nmust be collectively exhaustive and
nmut ual Iy excl usi ve.

(b) Each function should contain related natters.
2. ADVANTAGES

(a) Every nenber of Organisation nay specialise and
gain so in experience and skill

(b) Mental and physical work may be saparat ed.

(c) Each subordinate will be assisted by experts.
a

DI SADVANTAGES

(0) Discipline may suffer owi ng to abundance of
supervi sors.

(b) Too much witing nmeans hi gher costs.

(c) Subordinates |lose possibilities of initiative.
(d) Too nmuch specialisation not good For experts.
Not very Frequently usad in practice.
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C. THE LI NE AND STAFF ORGANI SATION i s a combi nation of the
precedi ng types of organisation. Al menbers of the organisation
are either "staff", i.e., mainly engaged in planning and thinking,
or "line", i.e. mainly engaged in carrying out the ideas of the
others. Thisis the nost popul ar type of organisation.

D. MATRI X ORGANI SATI ON

The three types of organisation nentioned earlier in the lecture
are the traditional types. Mre nodern theorists have put forward
the idea of Matrix Structures, of which the interdepartnenta
conmittee or task force is the classic exanple. Typically the
organi sati onal nenber is a nmenber of two units, one of which is a
nore or | ess permanent posting, the second being usually a
tenmporary unit. As a principle it is being applied widely in
organi sati ons such as engineering-oriented firns that do business
in the formof a nunber of distinctive projects. (For this reason
they are also called project structures). In these firnms,
techni cal personnel are |located in the appropriate functiona
departrments but are then assigned to one or nore projects. On
conpl etion of these projects, they revert back to their respective
departrments, until the next assignment to a project. Typically
these projects require the use of personnel froma nunber of
technical disciplines, so they are really |like mniature but
temporary divisions and strive for self-sufficiency at least in
tenchincal manpower. Thus the so-called matrix structure is a
conbi nati on of the principle of specialised departments with

the principle of self-sufficient, nore or |ess autononpus units
or divisions, in situations where a nunber of tenporary

di vi sions or autononpus units need to be created.
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PROGRESS QUESTI ONS

Conpare and contrast the principles of functional and |ine

or gani sati ons.

Di scuss the advantages and di sadvantages found in using staff and
functional organisation.

How does matrix organisation differ fromtraditional forms?

16 373



AUTHORI TY AND RESPONSI BI LI TY

A. | NTRODUCTI ON

Directing is that function of the manager which involves getting
peopl e to do necessary work, show ng subordi nates the way to-
war ds organi sational objectives and inducing their novenent
towards them

Success at directing, then, assumes that the manager has
authority and is capable of notivating his subordinates to
follow his | eadership. These three concepts - authority,
notivation, and | eadership - will formthe basis of our studies
in this area.

8. SOURCE AND NATURE OF MANAGERI AL AUTHORI TY

Louis Allen ("Managenment and Organisation") defined authority
as "the sum of powers and rights entrusted to nake possible the
performance of the work del egated". In other words, authority
is given to a nman to enable himto do a job. If he has not

got the power to get that job done, then it is ridiculous to
say that he has the authority to do it; he has nmerely been

gi ven perm ssion, not authority. It is self-contradictory, in
this context, to say that a manager has authority to do sone-
thing, but no power.

1. CLASSI CAL THEORY

If we exam ne the one-man business, it is quite clear where
his authority cones from i.e. fromhinself. He has the
authority to buy stock, convert it, sell it, put up buildings,
hire assistants,etc. because he owns the’ business. He makes
the decisions, and his few staff do what he tells themto do
because he is the owner.

When the firmgets bigger and the owners hires an assistant
manager, this latter is given the authority to act for him

If the owner retires fromactive business life, then this
deputy may be left in conplete charge, again getting his
authority Fromthe owner.
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Thus, in this line of argument, ultimate authority lies with,
and comes from the owner. Qur society believes in the right

to own property, so we can say that managerial authority is
founded on the institution of ownership of property.

This theory can be said to apply in large firns also, with
authority com ng fromthe sharehol ders (owners), through the
board, down to every nanager, supervi sor and deci si on- maker

It can even be nmade to apply to nationalised industries, with
authority comng fromsociety (theoretically the owners),
through Parliament, to the manager

According to this theory, authority is sonething which goes
with the job. As Wlfred Brown puts it ("Exploration in
Management"): "authority is an attribute of a role". It does
not matter who holds the position of manager; the ampunt of
authority is the same because it goes with the job. "The boss
is the boss because he is the boss."

However, we are today in a dynam c situation where such socia
institutions as private property are being questioned. It is
bei ng asked in some quarters why ownership should give authorit
why, in fact, the owner should have the right to expect obedien
fromworkers just because he owns the place.

Even apart fromthis social attack, there are |ogical grounds
for querying the theory. Peter Drucker pinpointed one grove

obj ection in 1954 when he wote: "Managenent power today is
illegitimate power.lt is not controlled by any social principle
accepted by society as a legitimte basis of social and politic:
power. But today, nanagerial power is independent of, and not
responsi ble to, the sharehol ders.” Wiat Drucker is saying is
that a conplete split has devel oped between nanagi ng and
ownership. In the large firms, it is sinply not true any nore
that the sharehol ders el ect the board: nost of them do not

even know who is on the board. Only a small proportion of
themactually interest thenselves in the running of their
conpany. Consequently, its managers are not controlled by

them Wthin very wide linits, conpany managenent can do as

it pleases - or it could do, if its power were not re-

stricted in another way.
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The questioning of authority is potently active in the in-
dustrial field. In the UK , a group of toilet cleaners at
Fords threw the entire organisation into peril; an engineer-
ing firmwas brought to a halt because the price of a cup of
tea in the canteen went Up; al nost every day we hear of sone
new refusal by workers to accept the authority of managers.
The blatant truth is that managenent no | onger has the power
to enforce its w shes agai nst organi sed | abour. In other words,
the formal authority that it exercised is disappearing.

2. THE " CONSENT"f QR " ACCEPTANCE" THEORY

The realisation of the strength of organised | abour has | ed
to an entirely opposite theory of authority, which is known
as the "consent", or "acceptance" theory. According to

this theory, authority conmes not from above, but from bel ow
The exponents of the "consent" theory reason this way: An

i ndi vidual may possess apparent formal authority, but such
possessi on i s nmeani ngl ess unless the authority can be
effectively used - and it can be used effectively only if it
is acceeted by this individual’s subordinate. Formal authority,
in fact, is only nomnal; It becones real only when accepted.
If this is true, then, as Tannenboum cl ai ns ("Leadership and
Organi sation"): "The real source of the authority possessed
by an individual lies in the acceptance of its exercise by
those who are subject to it. It is the subordinates of on

i ndi vi dual who determ ne the authority he may wield."

In other words, you may well receive the right to give orders
from above (and even that is questioned) but only your

subordi nates can give you the power to get them obeyed. In
practice, this is quite true. There are nyriad ways in which
a subordi nate can prevent the acconplishment of a superior’s
pl ans, often wi thout the superior’s being aware of it. Slow
wor k, m stakes, "lack of know edge", "sickness" - all of these
can thwart the boss. In fact, even if the subordinate is

di scovered and sucked, the superior has still not got his own
way for his order has still not been obeyed. So, the superior
may often be subordi nate.
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Wth this theory, we have created a rather different concept
of what authority is. As Tannenbaum says: "The concept
"authority’ describes an inter-personal relationship in which
one individual accepts a decision nade by another individual
permtting this decision directly to influence his behaviour".
It follows fromthis that an individual may have authority,
wi t hout having any formal status at all. This concept assunes
that authority is accepted from various directions, not
necessarily fromthe people we call nanagers and supevi sors.
This, of course, explains the obvious authority a shop
steward has (or a trouble-nmaker) in a nuch nore satisfactory
manner than the formal theory - that aurhority is vested in,
or conferred upon, a selected person.

(a) Barnard s theorx

According to the holders of the "consent" theory, when

a man receives an order he looks at it, and decides whether
or not to obey it. Barnard says (in "Functions of the
Executive") that there are four criteria which are used

in making this decision. An order will be obeyed if:-

(i) The subordi nate understands it;

(ii) The subordinate believes the order is consistent

with the purpose of the organisation, i.e. if

the order fits in with what he feels they should

be doi ngt

(iii) He feels it is conpatible with his personal inter-

est, i.e. he is going to get something out of it,

or he would be hurt if he disobeyed;

(iv) He is physically and nentally capabl e of carrying

it out.

In some ways, then, Barnard sees it as quite a conplicated
deci si on.

(b) Tannenbaum s theorx

Tannenbaum sees it as being even nore conpl ex. He says

that the decision to obey or to di sobey depends on a

wei ghing up of all the factors in the situation. A man

will obey an order if the advantages at obeying it outweigh
any di sadvant ages whi ch m ght be consequent Upon di sobedi enc
There are at |east six advantages to be thought of, says
Tannenbcum and several disadvant ages.



(O

AUTHORI TY AND RESPONSI BI LI TY. PACE 5.

The advant ages are as Fol | ows: -

(i) By obeying, the nan would help towards the attain-
nent of conpany objectives (very like Bornard’'s
second_criterion).

(ii) By obeying, he may gain approval fromfellow
menbers of the group; in settled circunstances,

there is always a pressure to conform

(iii) Cbedience often brings rewards - increased pay,
pronotion, prestige and status. (See Bernard's

third criterion.)

(iv) Qpeying is easier, sonmetimes, than accepting the
responsi blity of refusing.

(v) By obeying, he may be acting in accordance with.his
own noral standards; sone individuals believe

that it is their duty to obey people in authority.

(vi) He may be swayed by the personality and | eadership
qualities of the person who gives the order, i.e.

he may get satisfaction from pleasing his superior

The di sadvant ages are obviously all the paraphernalia of
factory discipline - Falling foul of his mates, wage
deductions, denmptions and, ultimately, losing his job

al t oget her.

Criticismof the theories

Now clearly, these theories, if taken literally, sinply
will not hold water. We know that, for nobst orders, mnen
do not undertake an invol ved eval uati on of pros and cons;
they do not nmake a conscious, analytical decision. After
all, we are trained frombirth to obey.

Authority is often accepted where consci ous processes
are not involved. Such acceptance does not entail a
consci ous choi ce between acceptance and rejection; it

is a reflection of unconscious, habitual processes.
Furthernore, the theory is contrary to the way we feel;
we feel inside ourselves that sone people are bosses, and
sone are not. There is a sub-theory of authority which
suggests that some people are like nen’s image of "the

| eader” and so exert automatic authority which is, equally
automatically, obeyed. This is the theory known as the
"l deocrotic Authority" theory:



AUTHORI TY AN) RESPONSI BI LI TY. PAGE 6.

Anot her inportant factor is what is called "socia

di stance". How nuch authority managenent has depends, in
practice, partly on the size of the gap which exists in
cl ass and educati on between nanagenent and workers;
Admittedly, this gap is narrowi ng, which is presumably
one of the reasons why nanagerial authority is declining,
but it still exists.

In any case, if the theory were true, just as stated here,
how woul d we ever get anything done at all? He would
spend our entire |lives wondering about whether to grant
authority to the latest order-giver. If these criticisns
are true, then this theory is no nore universal than the
formal theory.

Barnard hinself recognised the strength of these
criticisns, and tried to answer them by putting forward
three reasons why orders nmay be obeyed apparently
instinctively:-

(i) He said that nost orders in nornal organisations
fitted in with the Four requirements he said were

needed for obedi ence, and therefore were accepted

habi tual | y.

(ii) There is a group pressure towards conformty, and
conformty usually includes obeying recogni sed

bosses.

(iii) In any case, there is a "zone of indifference"

for each individual, an area of types of order which

he does not care whether he obeys or not.

Many witers feel that, by nmaking these adnissions,
Barnard has weakened his argument conpletely, and adnitted
that there are | arge areas where managerial authority
does not depend on accept ance.

This is particularly true when you think about the

i ndi vi dual worker when he is not backed up by the union
The nmanager’s weapons are so nmuch stronger, in the fina
anal ysis, than the individual’s, that the individual does
not really stand much chance. There is often precious
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little choice for the worker who is told to "obey or

col l ect your cards".

Furthernore, however, even if you accept Bernard' s
qualifications as fair defence, and even if you see the
theory applying to groups of subordinates rather than to

i ndi viduals, there are still one or two other areas of
manageri al authority which his theory does not expl ain.

For exanple, who grants the nanagers the right (and power)

to negotiate with, and even fight, the unions, and who

grants nanagers the authority to raise capital on the stock
market, put Up new buil dings, or begin to manufacture a

new product? Finally, who grants the manager the right

to close down his factory, thus throwing the entire stuff

out of work?

Reluctantly then, it nust be admtted that the consent theory
is not universal. Although it explains certain facts well, it
| eaves ot her areas untouched.

3. THE "PULTI PLE SANCTI ONS" THEORY

"Sanction", as a noun, is used in two ways. It con be a
reward or a punishnent for follow ng or not follow ng some
conmand, or it can mean perm ssion by soneone in power. As

a verb it nmeans to "ratify" or to "authorise". W use the word
here with all of these neanings. Thus; if we think of the

90 k.p.h. speed limt, it contains a punishnent for going over
90, but it also permits you, or authorises you, to go at 90 or
any | esser speed. Simlarly, the |aw says you will be im
prisoned for assault if you use undue viol ence in defending
yoursel f. There is a punishment (i.e. inprisonnent) and a
perm ssion (i.e. to use as nuch violence as is necessary).

In the "multiple sanctions" theory of outhoritmwe | ook at
those factors in business life which act as sanctions, i.e.
those things which, by telling us what we cannot do, inply
perm ssion for what we 232 do.

The manager’s authority, including both rights and power, cones
fromall of these sanctions. The follow ng figure shows a
breakdown of the factors which grant and which Iimt the authority
of o manager.
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AUTHORI TY AND RESPONSI BI LI TY

Authority, in the classical sense of "the right and power to
conmand” is seen by nmany as being the chief co-ordinating
factor within the organi sation.

Unfortunately it sonmetines found that a person in authority
abuses the very authority he has been given, either by:

(a) Requiring inpossibly high performance

| evel s from subordinates, or

(b) Adopting a dictatorial attitude towards

subor di nat es.

Managenments nornal |y devi se a system of saf eguards agai nst
this mal practice which gives the hunbl est of enpl oyees the
right to refer a problemto sonmeone in charge of both the
enpl oyee and del i ngquent supervi sor, to obtain redress.

The question which arises at this point is whether to refer
the conplaint to the nanager i mediately in charge of the
supervisor, or to a nore senior nmenber of the |line personnel
There are obvi ous advantages and di sadvantages in either course
of action and all that can be said with confidence is that
imeartial arbitration nust be the result.

One of the principal tenets of traditional theory is that
both authority and responsibility should be clearly defined,
preferably in witing, so that everyone should know exactly
what he is supposed and pernitted to do. |If everyone has a
full and clear picture of his duties, and knows precisely in
what areas he can give orders and take decisions, then there
will be no need for extra co-ordinating activities becausc
there will be no overlap of functions and none not covered.
In the same way, it is argued that there nust.be strict parity
bet ween responsibility and authority. No one nust be held
accountabl e for any action unless he has the necessary authority
to command all the facilities needed for success.

There are two major difficulties with these two, apparently
obvi ous, statenents:-



(b)
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It isincredibly difficult to define responsibilities so
totally that there are none |left uncovered, especially
when one renenbers the anazing rate of change in al

aspects of business today. W just do not know what the
main problemareas will be within a short tine of

setting up the organi sation.

It is equally difficult to draw up jurisdictional boundaries
in such a way that there are no overl appi ng areas. How,

for exanple, do you deal with resource allocation which

i mpi nges on each and every area of the firn? You may say
that you will hold a nanager responsible for the profita-
bility of his production unit, but can you as truthfully
say that you will (or can) give himauthority in all areas
affecting it? To do so he nust be permtted to hire and
fire all his own staff, buy or scrap all his own equiprent,
spend as nuch or as little as he wi shes on advertising, etc.
To make deci sions over this breadth of territory he would
have to be a genius. He obviously needs help. This help

he obtains fromwhat are called "staff" personnel

C. FEATURES OF GOOD ORGANI SATI ON

Experi ence has shown that there are Four main attributes of
good organi sation. They are:

| . RESPONSIBILITY IS PAIRED W TH AUTHORI TY;

2. DELEGATI ON | S EFFECTI VE;

3. CO ORDI NATI ON BETVEEN FUXCTIWS |'S ACHI EVED

4. COVMUNI CATI ON EXI STS BETVEEEN FUNCTI ONS

Let us devote a little time to each.
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RESPONSI Bl LI TY AbD AUTHORI TY

To give a nman authority wi thout responsibility encourages
irresponsibility in himand resentnent in others. Conversely,
to saddle himwith responsibility, but to give himno
authority, ties his hands and extingui shes his val ue.

We nust therefore stoblish clear lines of su ervision
(sonmetines called "lines of authority"; down which

orders are given, and authority exercised, and 22 which
information is channelled by way of reports and requests
for guidance.

These |ines nmust be clear and precise, and are best
defined in witing. Everyone must know to whom he reports,
who shoul d be the sonme person from whom he receives
instructions; and as for as possible, there should be

only one such person. Only in this way can m sunder st andi ng
be avoi ded.

Arrangenents should be node for this control/report
functional relationship to continue even in the cases

of absence for illness, |eave, or duty, by the training

of "Stondi n" executives who can take over in need. Thus,

a Production Manager controlling three Product Supervisors
shoul d ensure that one of themat least is trained to

take over tenporarily in an acting role. This not only
promotes the continuation of the control/report Function
it also provides trained succession and an incentive to
pronoti on.

We are here dealing with the usual line relationships in

a conpany. You will understand that the staff (advisory),
and functional (parallel) relationships depend on other
factors, since normally people thus related are not in

aut hority one over the other.

DELEGATI ON

"The higher up the |l adder you clinb the | ess you have to
do; provided (1) you have sone courage, (2) you have sone
trust, (3) you have your office so organised that you
don’t have to deal with nore than three or four responsible
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heads ...If big nmen are overwhel med with detail it is
al ways their own fault”. The Soul and Body of an Arny -
Sir lan Ham | ton.

No man can do everything. He should be big enough to
contenplate the possibility of sone error since no one is
infallible, but errors can be put right and the greater
the responsibility del egated, the greater the nora
effect and the fewer the errors.

That is one reason for del egation. There are additiona
reasons:

(a) Free a manager to concentrate on major natters and
avoi d unnecessary detail, whilst ensuring that there

is effective nanagenent.

(b) Enable certain matters or aspects of managenent to
be brought within the province of a specialist for
greater efficiency.

(c) Sol ve geographi cal separation by del egati on.

(d) The nore managers del egate work, the nore opportunity
they have to seek and accept increased responsibilities
from hi gher managenent.

(e) Causes enployees to accept responsibility therefore
trains people and can inprove their self-confidence.
09erotional and Functional Del egation

Del egati on may be ogerotional, i.e., where command of
the basic activities of the enterprise are del egated,

i ke manufacturing and distribution, or functional
where services ancillary to the main activities of the
enterprise are del egated to specialists.

Functi onal del egation, however, gives gall the
reSponsibility for ensuring that all matters pertinent
to the particular specialist Function, are carried out
in accordance with the general policy of the enterprise
and the specific duties laid dowmn For the functiona
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manager. |t does not place the Functional manager in
charge of the operational manager. Neverthel ess

managenent mnust ensure co-operation between the two

for the smoboth working of the enterprise and the
acceptance by the operational manager of such advice as
the functional manager may deem advi sable. This is effected
by Motivation or Leadership, and through managerial neetings
ai med at co-ordination.

Al ways renmenber there can be no true del egation of

responsi bility wi thout correspondi ng del egati on of

aut hority.

In those aspects where functional and operational nanagers
neet there is always a danger point. |If each manager is
"bi g" enough mentally to be able to take advice as well as
give it, to be reasonably tolerant as far as possible, and
to be tactful in approach, there should be little trouble.
But nevertheless it is on this point that the senior
executive shoul d keep constant watch, using his own
personality to smooth over any signs of difficulty.

Ef fi ci ency depends upon appropriate del egation, which in
turn depends Upon the soundneSs of the structure of _
organi sation, but even nore so does the whol e depend upon
the personalities of the staff upon whomthe duties of
managenent devolve. It al so depends very much Upon the
Leadership or Mdtivation fromtop | evel downwards

and this is sonething which cannot be del egat ed.

Probl ens associ ated with del egation

Managers are still responsible for the work they del egate
to others. They nmay have no confidence in the ability

of their subordinates.

Secondly a manager may feel threatened if his subordinates
beconme capabl e of doing his own work equally satisfactorily.
Thirdly managers may just be too disorgani sed to del egate
work efficiently!
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CO ORDI NATI ON

The Dictionary gives the follow ng definition of the
word "co-ordinate":

"To bring into such relation that all the things co-
ordinated take part in a common action".

Co-ordination is bringing together, and is closely allied
wi th co-ogeration which is working together; both are
essential for the snmooth working of any organi sation

Its essential characteristic is its aimfor unity. Henr
Fayol considered the nmain aimof all organisation was to
ensure co-ordination. This view has been considerably
nodi fi ed by subsequent witers, but the inportance of
co-ordi nati on has been increasingly stressed as an
essential basic el enment of sound Management.

Wth increasing specialisation due to increased know edge
and research into all aspects of comerce and industry,
the burden placed on nanagenent to ensure co-operation
has increased enornously.

Del egation or division of responsibility takes a great
burden off the executive, but to counter this he nust
assune responsibility for organising to ensure a

co-ordi nated whole. As an enterprise grows, delegation
and specialisation are essential For greater efficiency,
but it nust be ensured at all levels that all sub-units
co-operate and aimtowards the one goal, i.e. the benefit
of the whole unit, continuously and as a team

Many procedures or techniques have in thensel ves strong
co-ardi native forces. Budgetary Control is a good
exanpl e of this for the master budget represents essentia
unity with the plans and targets for every section of
Management conpl etely integrated.

Conmuni cati on al so has a strong effect on co-ordination
and various methods considered later will all have their
ef fect. Know edge of the work, responsibilities and
duties of others, all aid co-ordination for they enable
each person to realise just how his duties depend on

ot hers and how ot hers depend on him
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Sgeci al action may be necessary to ensure co-ordination
al though it should not be needed if the organisation has
been properly planned and responsibilities properly
specified. Perhaps also it will still not be effective,
until it is fully realised that it is very nuch a basic
responsibility of all managers to ensure and work for
full co-ordination. Indeed if they carry out their
responsibilities in accordance with the declared Policy
of the enterprise and within the spirit of the schedul es
of responsibilities, co-ordination will be automatically
ensured, for in no sense then can a manager work in a
vacuum isolated fromhis coll eagues.

Assum ng the need for special action, these methods may
be used:

(a) Comittees nay be forned, Usually for advisory

pur poses, consisting of executives fromall the

areas between which co-ordination is sought.

(b) DeBartnental Meetings help to keep everyone advi sed
of the policy being foll owed and the progress

bei ng made.

(c) Coey-Files, containing letters, nenoranda, drafts

of plans, can be circul ated between departnents so

that everyone is "in the picture".

(d) Joint Training Progranmes, in which executives from
various departnments join, may-be a useful aid in

getting to know each other’s probl ans and progress.

CW CATI ON

If co-ordination is one side of the coin of organisation
comuni cation is the other, For the fornmer cannot be
achieved without the latter. Effective managenent at any
| evel becones inpossible without good comunication
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VWhat do we nean bx this? Sinply, that everyone shoul d
know what the policy is, what actions are being initiated,
what progress is being made, so that they are equi pped
with both the know edge and the Sense of Participation
needed to act and to deci de.

Comuni cati on must be:

(a) Cear, sinmple, positive. It nmust avoid anbiguity,

or "wool I y" thinking.

(b) Creative, since it is designed to inprove norale and
to develop a unity of purpose.

(c) Effective, in ensuring that plans and devel opnents

are known to all who should know.

(d) Two-ng, to provide not only instructions from above
but al so "feed-back"” reports, questions or suggestions
from bel ow.

To achi eve these ends, it nust be deliberate top nmanagenent
policy to encourage full cannunication at all |evels of
busi ness, with the single exception that confidentia
matters should be restricted to specific lists of those
""entitled to see".

This is NOT an easy task. The need for effective communi -
cation is at its greatest in tinmes of stress, when the
overall situation may be fluid or confused, and executives
at full stretch, unable to find tinme to keep col |l eagues or
subordinates fully advised. Nevertheless, this is when the
effort nust be nmade, and information pool ed.
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SUMMARY

A. | NTRODUCTI ON

Success at directing assunes that the nmanager

(a) has authoritx

(b) can communi cate the requirenments for action

(c) is capable of notivating his subordinates.

(d) to follow his |eodershig.

THE SOURCE AhD NATURE OF MANAGERI AL AUTHORI TY

W

o

There are various theories:

(0) the classical theory

(b) the "consent" theory

(c) the "multiple sanctions” theory.

The | ost of these seens to be the npbst acceptable for oer
pur poses.

AUTHORI TY AND RESPONSI BI LI TY

y.

n

Aut hority means "the right and power to command”.

Wth authority goes responsibility. Clear |ines of supervision are
needed, as is del egation, co-ordination and comunication
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PROGRESS QUESTI ONS
VWhat features would you consider to be essential in good

organi sation? Which, in your view, is the nost inportant one?
Wy ?

I ncreased wor ker particrpation is sonetinmes seen as dangerous
because it | essens managenent’s authority. How far do you agree
with this?
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Conpare the two principles "responsibility is absolute" and

"authority should be del egated as | ow as possi bl e".
M

N

"The only measure of performance which is necessary to control a

subordinate division is its profit figure". Disucss.
R

16 37:1°



RELATI ONSHI PS AND RESPONSI BI LI TI ES
- THE SI GNI FI CANCE OF AN ORGANI SATI ON CHART
You nust be careful not to say that an organisation chart is an
organi sation structure; it is not, it is really nothing nore than
an illustration of the basis on which responsibilities are divided
bet ween vari ous nmenbers of the staff, and nay also indicate the
rel ati onshi ps between different posts within the organi sation
You nust al so be careful not to give the inpression that you believe
that if a manager draws a chart, he has fulfilled that section of
his planning function relating to the setting up of an organisation
Such a chart may be useful in denmonstrating the frane-work of the
organi sation to Boards of Directors or even to nmenbers of the staff
who appear in it, but it certainly does not establish a clear def-
inition of responsibilities of various occupants of the positions
and posts referred to init. This can only be done by the draw ng
up of a detailed schedule setting out the duties of each executive,
the person to whom each executive is responsi ble and the persons
who are in turn responsi ble to each executive

t ORGANI SATI ON STRUCTURES!
There are two other pitfalls which you should take care to avoid.
The first is to make reference to a typical organisation. There
is no typical organisation structure any nore than there is a
typical industrial organisation; we can refer to a broad comon
pattern of allocation of duties and responsibilities, but it nust
be renenbered that this may be nodified to greater or |esser extent
in particular enterprises.

The second pitfall is to refer to the types of organisation structures
sonetines referred to as "line", "line and staff" and "functional", as
alternative types of organi sation, whereas, alnbst every organisation
set up in practice is partly "line" and partly "staff", i.e., line

and staff. There are very Few undertaki ngs today which can operate
on aline, or mlitary type of organisation in which there are no
speci al i st executives perform ng functions which are virtually
ancilliary to the main operations of the business (e.g., a personne
manager), and in which all authority is delegated in a direct chain
from senior to subordinate; On the other hand, it is ludicrous to
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consi der an organi sati on based upon the services of functiona
experts only. In other words, the attenpt to categorise organ-
isation structures into rigid groups, though it nmay assist the
under standi ng of the theory of these structures, is not true to
real life.

A nore realistic approach to the task of describing structures is
to refer to the rel ationships between different executives on the
staff.

C. DI RECT RELATI ONS

The rel ationship which exists in an organi sation structure between
a senior and his subordinates,.or vice verse, is referred to as a

direct relation. In other words, the relationships illustrated in
an organi sation chart by vertical lines are direct relations. In
nore detail, the relationship is one of instructions or orders

bei ng gi ven by the senior, and of conpliance by the subordinate.
The rel ati onship between 0 works manager and departnental foreman
who wor ks under him or between the chief accountant and the book-
keepers, clerks and typists who work under himare direct relation-
shi ps.

There nust be a clear line of authority running through the organ-
isation so that instructions can be transmtted effectively from
top managenent to the | owest |evel of workers. In this way unity

of ccrmannd can be ensured.

The chain of superiors, ranging fromthe ultimte authority to the
| owest ranks, is known as the scalar chain, and it forns the frame-
wor k of delegation. This is the process by which authority opera-
tes fromthe man at the head of the organisation right down the
scal e. According to this process, each nman in the hierarchy recog-
ni ses the outhozity of the one i medi ately above him thus hel ping
to create on efficient and integrated force.

This chain of authority should be kept wherever possible, but it
should not be so rigid that it is incapable of nodification in
exceptional cn’es, where it mght prove beneficial to the organisa-
tion.
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0- LATERAL RELATI ONS

These are the rel ationshi ps between executives or supervisors at
the sane | evel of responsibility in the organisation. They are

rel ati onshi ps which becone essential for co-ordinating and co-
operating in the tasks of the organisation as a whol e because

each executive cannot devote his attention only to his direct

rel ati onships with his subordinates; he nust al so keep in contact
with and aimto collaborate with his coll eagues in the organisa-
tion. Indeed in nany cases he can performhis own role effective-
ly only if this collaboration is exercised.

These |l ateral relations may be prescribed in a conprehensive
schedul e of responsibilities and rel ationships in which case they
may be called formal lateral relations, but very often they arise
purely informally as a result of managenent in action. Latera

rel ati ons can exist only when there is nore than one executive of
a simlar grade and nay be illustrated on an organi sation chart

by horizontal lines.

E. FUNCTI ONAL RELATI ONS

These rel ationships arise if the organisation enpl oys one or nore
speci al i st executives such as a personnel manager, or clerica

net hods nmanager, because the executive in question is responsible
for providing a service to sone or many different parts of the
organi sati on. He cannot be held responsible to a particul ar ex-
ecutive beneath the | evel of General Manager, because his services
are not restricted to the sphere of a particular executive. H's
responsibility may be defined as being to the Managi ng Director

or the General Manager, but if the specialist function is perform
ed by a departnment rather than by one individual, there will be
direct rel ationships between the nenbers of this specialist depart-
ment. These rel ationshi ps may be drawn on organi sation charts by
means of diagonals, or dotted |lines connecting up the Functional or
speci al i st executive to the different sections of the organisation
in which he plays a part.

The area of the responsibility or jurisdiction of a functiona
executive may be nore difficult to detine than that of other eXm
ecutives, but it is a commen rule in organi sations which enpicy
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these functional experts, that the specialist concerned nust be
consul ted before a decision is taken on any matter which may be
considered within the scope of their responsibilities.

F- STAFF RELATI ONS

A relationship which is not found so frequently as the three types
referred to above is that which arises when a senior executive or
manager appoints a personal assistant. In a military organi sation
this type of relationship exists between a staff officer and a
regi mental officer. This personal assistant or staff officer in
effect carries a responsibility which is derived only fromhis

i mredi ate senior. He has no fornal relations with other executive
nmenbers of the staff and has no authority or responsibility in his
own right.

6- DEVI SI NG AN ORGANI SATI ON STRUCTURE

In devising an organi sation structure, a manager will have to de-
pend | argely upon his personal judgnent; there are no basic rules
or patterns From which he can draw gui dance, but the follow ng
points may be of interest in this connection:-

1. If an existing organisation structure is being re-npdell ed,
the existing organi sati on should be used as a starting off

point. The best results will probably be achieved by en-

listing the co-operation of the existing executives rather

than by maki ng changes in responsibilities wthout consult-

ing them In the case of a new business, the grouping of
responsibilities will be arrived at by formul ating the ains

and policy of the managenent.

2. No business is too small to profit froma formal denarcation
of responsibilities. Such a denmarcati on may be nade as soon

as two or three managers or supervisors are brought into

exi stence through the growth of the scale of operations, and

in any event those who participate at any level at all in
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the work of the organisation will appreciate a picture of the
way in which the managenment works. To say that he knows exactly
what his coll eagues are doing, and that no precise definition

of the relationships between hinself and his staff is called

For displays a | ock of understanding on the part of a nanager

of the notives behind the definition of responsibilities.

Organi sation is one of the refinenents of managenment, and

wi t hout the preparation of formal charts or schedul es, 0 weak-
ness in organisation nmay devel op without being realised.

In deciding what activities to del egate, and what he shoul d
continue to performhinself, a Manager should take into account,
consi derations sinmilar to those applied to the theory of foreign
trade by the theory of conparative costs in econom cs. A nmanag-
er should retain for his own performance, those tasks which he
can performrelatively nore effectively than the subordinate
nenbers of his staff. He may, in fact, be able to discharge al
responsibilities better than the subordinate; he cannot continue
to discharge themall, however, and it is best to del egate
those which will suffer |east by being perforned by a |ess
efficient executive, nanely those which the executive can per-
formrelatively nore effectively.

The organisation structure should be devised with the existing
personnel, if any, in nmind and not purely on the policy and
production requirenent of the business, wthout any reference
to personalities. Mire precisely, the procedgre is first, to
group and establish the rel ati onshi ps between the responsi -
bilities and supervisory functions which have to be carried out;
secondly, to determine which qualifications and experience wl|
be required to performthese tasks nore effectively, and finally,
to allocate the tasks and responsibilities to the existing
personnel bearing in mnd their qualifications and experience.
Finally, some attention must be paid to the span of responsi-
bility of the senior executives.

There is a limt (known as the "Span of Control") to the nunber
of subordi nates whom any executive can effectively control

The higher up the | adder of seniority the executive is, the

f ewer subordi nates he can supervise efficiently. There can,
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obvi ously, be no hard and fast linmt for the "Span of Control"
al t hough the maxi num of six subordi nates has been suggested in
the higher ranks of managenent. This is nerely a guide; con-
ditions vary trenendously.

It is not sinply the supervision of, say, six subordinates
that is involved, but the problens of the rel ationships between
them which increase out of all proportion as the nunber of
subordi nates increases. It should be noted, of course, that
this termdoes 22: refer to the control exercised over opera-
tives, or over clerks in an organisation - it refers only to
the control by an executive over managenent or supervisory
subordi nates responsible to him

The problem arise Fromfour factors, which are:-

(a) The span of attention, which can be defined as the range
of items which the human brain can collate and consider

at any one tine.

(b) Interrugtion, since clearly the greater the number of sub-
ordi nate managers or supervisors the greater the degree of
interruption, and the greater the consequent enotiona

burden. There nust be a limt to the nunber of discussions,

tel ephone calls, neetings, and interruptions of other

sorts to which any executive can be exposed if he is to

carry out his functions efficiently.

(c) Time, by which is indicated the fact that there is only a
certain anmpunt of tine that an executive can devote to the
probl ems brought to himby each subordinate. In addition
the nore subordi nates, the nore expensive tine is wasted
as they await their turn For discussion with their chief,
and the nmore danger there is that their own problenms wll
not be fully discussed, and norale therefore inpaired.
(d) The nature of the resgonsibilities which an executive
carries should, as far as possible, be of a generally
honogeneous type. The greater the nunber of persons
responsi ble, the nore danger there is that the executive
will be called upon to attenpt to deal with widely diff-
erent problens, for which he may have no background at all
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In general terms, the span of control wll depend upon the
executive, the organisation, and the nature of the work in-
volved; but it is a factor which nust be taken into account
at each stage of the planning of an organisation

| SUPERVI SI ON

I n any busi ness concern when the strategic planning has been done,
the production draw ngs and specifications issued, the nethods
| aid down, and the materials and machi nes provi ded

the actual job still has to be perforned. Wen there are
nore than two or three people concerned in the doing, then
sonmeone nmust be responsible for seeing that the job is done.
This is supervision.

Supervision is part of management as we interpret it today,
and all levels from Managi ng Director down spend a varying
proportion of their time supervising. This has been sinply
illustrated by the Follow ng diagram From E. Brech’s
"Principles and Practice of Managenent".

Managi ng

Director

Wor ks

Mana- er

Depart ment

Han- oer

For eman

Mana- eri ol Skill

Char gehand

Techni cal Ski |
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THE RaLE OF THE SUPERVI SOR

The primary responsibility of the supervisor is the
control and oversight of the work of a group of enployees
in an undertaking ..... He may in the course of his
day-to-day work be concerned with the planning and

al l ocation of work; the quantity and quality of production
and avoi dance of waste and keepi ng down costs; mnmintenance
of plant, conditions and net hods of work, observance of
works rules, training of operatives, and generally
dealing with the problens and difficulties of the

enpl oyees under his control

The degree of his responsibility for dealing with these
and other matters will depend on the policy of the
managenent and organi sation of the firm Wthin the
l[imts of his authority, however, his efficiency and
conpetence can materially affect the quantity, quality
and costs of production. He is the representative of
management on the shop floor and has to interpret the
deci si ons of mmnagenent to the enpl oyee for whose
control he is responsible. He is in touch with them
throughout the day and is often regarded as "t he boss"
..... he can influence significantly relations between
management and enpl oyees.

If we carefully exam ne the content of these two
par agr aphs we nust agree that supervision is concerned
nore with people than with paper. It is a truismthat

as persons differ, that we act fromdifferent notives,
nove in different directions, etc. One of the principa
tasks then of supervision is to nake Bersons react in
the sanme direction; and the first-line supervisor brings
out the worker’s ability to work, enphasises the

di fference between good and bad perfornmance, and

hi ghl'i ghts what the worker needs for peak perfornmance.
One m ght say that today specialists are now enpl oyed

to carry out nuch of the work previously done by the
supervisors, but it would be nearer the truth to say
that they are enpl oyed to advise and assi st supervision
I nspiration, comunication, co-ordination, integration
or in other words the creation of an atnosphere in which
persons work with a wiil, effectively and wi th maxi mum
Jvr, r: t’ : w’'rv"_zci’xs ¢? :Nnhervision.
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THE R6LE OF MANAGEMENT
Poor quality supervision can often be laid at the door of
seni or and speci alist nanagenent, the fornmer for giving
i nadequat e support, the latter for the |ack of advice and
assi st ance.

Hi gh quality supervision will invariably be found where
full support is given by higher nmanagement wth sound
advi ce and assi stance fromthe specialists, and in
connection with this we should expect to find the
Fol | owi ng covered

(a) The duties and responsibilities of the supervisors
shoul d be fully defined, and the necessary authority
given to enabl e these duties and responsibilities to

be adequately carried out.

(b) Supervisors should be "kept in the picture", not by-
passed, and "kept in the picture" in as detailed

a way as necessary to ensure they fully understand.

(c) Supervisors should be consulted before decisions are
finally token that affect them and their subordinates.

I nnovati ons and changes should be frankly di scussed.

(d) The status of the supervisors should al ways be nain-
tained in relation to subordi nates, and hi gher nmanage-
ment shoul d ensure supervi sors have the support needed
inrelations with other departnments and functions.

(e) Supervisors should be given full opportunity to pass
i nformati on upwards and downwards whil st hi gher
managenent mnust |isten and take supervisors seriously.
(f) At all tinmes should higher nanagenent’s treatnment of
supervi sors be consistent, rewarded in line with

duties and responsibilities, and provided with

i ncentives for advdncenent.
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3. CONCLUSI ON

Finally, consider this extract fromP. Drucker’s "The

Practice of Managenent", in which he says, in respect

of supervi sion:

"The job itself should nake cl ear beyond doubt that its

hol der is the legitimte successor to the master crafts-

man of yesterday - a master craftsman who, instead of

plying the trade of shoemaker or stonemason, practises
Managenent ".

__-000--_

SUMMARY

An Organisation Chart may be regarded as a tool of managenent in
that it expresses the structure of a business in a concise manner
so that the main outlines of the Structure of Organisation can be
taken in alnbst at a glance. It would not be true to say that
such a chart ii the structure of organisation; it nerely illustrates
it.

It does pernit, however, a ready grasp of the grouping of jobs
and departnments within the establishnent and the |ines of demarca-
tion between them and al so gives an indication of the types of re-
| ati onshi p between the incunbents of the various posts.

The three txges of relotionshies between posts are:-

(a)

(b)

Line or Direct. This type of relationship exists for exanple

bet ween a chi ef inspector and his forenmen, or between the fore-
nmen and the artisans working under them It is a relationship

i nvol ving the issue of instructions on one port and conpliance

on the other.

Lateral relotionshig. This is the relationship which exists

bet ween executives and supervisors functioning at the same

| evel of responsibility and coll aborating on points of nutua
interest.
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(c) Functional relationshig. This exists when an executive, or an
official with a standing equivalent to that of an executive

has a specialised or functional authority over a group of ac-
tivities not necessarily directly related to the production
activities of the business, e.g., a factory medical officer

The functional executives operate, in other words, service

depart nment s.

(d) Staff relations. The Fourth type of relationship which is

not found so Frequently as (a) to (c) is the staff relation-

ship. These may al so be of a functional nature, but the

authority attached to themis derived i nmediately froma
particul ar officer or executive who is in the direct line of

aut hority.

No business is too small for the responsibilities of the staff to
be allocated clearly, and us soon as there are two or three manag-
ers or supervisors, there is scope for an organisation chart. In
preparing this organisation structure or chart, the nanager wl|
have to consider which functions he hinself will delegate; he wll
al so have to consider the staff he has available. It has often
been said that a good staff can sonetimes succeed with a bad organ-
isation, but a poor staff may fail even with a good organisation
It the task in hand is the renpdelling of an existing organi sation
structure, the procedure will be sonewhat differentl There will

al ready have been a demarcation of authority and responsibility,
and the existing supervisory executives should be taken into the
confidence of the manager to assist in drawing up the new structure.
| SELF- EXAM NATI ON QUESTI ONS!

1. (a) What is an organisation chart?



(b)
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VWhat does it show?

What does it NOT show?

Def i ne

(i) scalar chain

(ii) unity of command.

Wiat is the connection between the two?
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G ve a brief explanation of

(i) direct relationships

(ii) lateral relationships

(iii) functional relationships.

(a) What contributipn did F.N. Tayl or nake to organi sati onal
structure?



RELATI ONSHI PS AND RESPONSI BI LI TI ES. PAGE 14.

(b) What Has his ainf

(c) Qutline briefly two present-day nodifications of
functional organisation.

Growm h of an organi sati on denands changes in its structure.

I ndi cate four points which should be considered when devi si ng
sone change in on existent organisation.
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What consideration should be given to the scope of senior

or top nanagers in defining their duties and responsibilities?
(Note: You should say a few definitive words about each

poi nt menti oned.

Behavi oural Research is pertinent here).
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VWhat task is specifically allotted to a consultant
brought in to advise on re-organi sation of a concern?
List the main principles of organisation with which
he must conply.
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(in)

(b)

(c)

(o)

(b)
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ANSWERS TO SELF- EXAM NATI ON QUESTI ONS

An organi sation chart is a diagrammtic representation
of the manner in which the basis of the allocation of
responsibilities is determ ned.

It shows the relationships of the functions within the
organi sation, and who bears the responsibility for
those functi ons.

It does not indicate the duties connected with the
responsibilities, nor does it show the relationship
bet ween the hol ders of responsible positions.

(i) The Scalar Chain is the |inkage of authority,

t hrough del egation, which runs fromthe chief
executive right down to the | owest |evel on

the scale.

(ii) Unity of Command neans that although authority node
be del egated, as the Scal ar Chain indicates, to
managers at different levels | ower down in the

organi sation, final responsibility and tota

authority belong to only the chief executive.

(iii) "Scoler chain” and "Unity of comund both nean
the sonme thing - that final responsibility and
authority belong only to the chief executive -

but ’scal ar chcin’ evokes a cleater visua

i mage.
A direct relotionshie exists between a manager or
senior and his subordinates: vertical lines on an

organi sation chart, whether they go Up or down, indicate
this. Wiile primarily the relationship is one of

conmand and conpliance, it can develop into a co-
operative one Founded on’'reliance and trust.

A lateral relationshie exists between managers or
seniors on the sane | evel of responsibility and, to a
slightly | esser extent, seniority. The relationship

is based on co-ordination and co-operation in the

work, at that |evel, of the organisation
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(b)

(9
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Functional relationships are |ess cleor-cut because
responsibilities and their comrensurate authority are
not only flexible but often anorphous. Rel ationshi ps
bet ween practical nen and theorists sour easily: for
this reason, relationships tend to be ingrown, and
co-operotion is nore readily achi eved between the
speci al i sts thensel ves.

F.N. Taylor’s contribution to nore scientific managenent
in the shape of organisational structure was his
recogni tion of the need for specialisation of function
in an organi sation; he designed on organi sati ona
structure enbodying his ideas.

Hs aimwas to |ighten the | oad of managenent in such
a way that each manager had only one special function
for which he would be responsible.

Two present-day nodifications are: -

(i) A decentralised organisation of function in which
0 large concern may establish branches in distant
localities, but while the various nanagers in the
branches woul d have authority commensurate with

their responsibility in each branch, their
counterparts at head office would have the fina

aut hority.

(ii) A geographical grouping of specialists whereby
each group would preserve its identity irrespective

of the line manager at any level. They would, in

that case, be accountable to only the chief

executive, and thus independent of the influence

of any |ine nmanager

When a manager is either faced with or contenplating sone
change in on existent structure in an organisation, he should
(a)

di scuss with his senior men the need for change and
enlist their co-operation is formulating the revised
aims and policies of the establishment.

he shoul d endeavour to keep as many of his old hands as
possible if their reliability and loyalty to the
organi sati on have been proved over a period of tine.
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In deciding who is going to carry what new responsibilities
and the authority to be del egated to these nen, he
should retain for his own perfornmance the nost difficult
tasks, to make sure that these are expertly done, and
that the subordinates do not carry a load to which their
strength is unequal

He must delineate the areas of responsibility and new
limts with the utnbst care so that each man carrying
new responsi bilities knows exactly what he has to cope
wit h.

6. In view of the I oad of work Upon the shoul ders of every
manager, consideration should be given in respect of

(a)

(b)

(c)

The sean of attention which he has to bring to bear on
the problems of the groups subordinate to himat any

one time. Behavioural researchers concluded that there
were at | east 62 areas in which managenment shoul d be
expert, but a span of 22 is about the npbst any manager
can adequately and effectively cope wth.

Interruetions. A nanager while he nmust, in the interests
of the organisation, always be accessible, cannot

afford the time to be forever at the beck and call of
everyone at any hour. He nust be screened from undue
interruption. This is why nbst nanagers enploy a
personal assistant or a priVate secretary, one of whose
jobs is to protect him against constant interruption
both tel ephoni c and personal

Time is limted for everyone in business, but for none
nore severely than for a manager. His time for his
duties nust not be left to chance, but nust be organised
in such a way that certain tinmes are allocated to the
doing of certain work as far as is humanly possi bl e.
Thi s precludes, too, any waste of subordi nates or

busi ness visitors’ tinme waiting for himto put in an
unpunct ual appear ance.
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(d)
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The sEan of a nanager’s control should be neither so
wi de nor so diverse that he is driven to nake uninforned
or insufficiently know edgeabl e deci sions. The nature
of his responsibilities should always be within the
range of his own expertise or that of his imediate
advi sers.

When, in the face of contenplated change, a business
consultant is brought into the concern to assist in
its reorganisation, his first specific task is that of
job anal ysis.

He must conply nost strictly with the objective of the
organi sation so that work can be co-ordinated to the
realisation of the ainms of the concern

There nust be a clear-out separation of the functions
of the concern with no over-lapping, i.e. no manager
at any level should have two diverse functions, sinmply
because he is good at both, nor should any subordinate
be obliged to be accountable to nmore than one supervisor
A clear line of authority nust be established and
preserved

Adequat e authority must be vested in all those who
carry responsibilities.

The whol e organi sati on should be flexible enough to

be able to face changing situations w thout buckling
and becomi ng i npotent.
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PROGRESS QUESTI ONS

1. Conpare and contrast the principles of functional and |ine
rel ationships in an organi sation structure.

2. As a business consultant you have been called in to investi-
gate the organisation structure of a sole proprietorship

whi ch began operations five years ago to nanufacture and

di stribute cosnmetics. The busi ness expanded rapidly and

now enpl oys a sal es manager, a production nmanager and on
acccuntcnt, and has separate design, stores, buying,

i nspection and nai ntenance departnents. Detail briefly

how you woul d set about your task.
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NOTES ON QUESTI ON 2

A consultant called in at this stage in the expansion of a

busi ness will have to exercise patience, and be exceedingly
tactful in questioning menbers of the staff if he is to

di scover weaknesses in the structure or find ways of inproving
Upon it.

The first task will be to find out exactly what duties each

enpl oyee is carrying out, and it is then a useful step to
prepare detailed descriptions of each of the jobs in question
referring to the duties, the responsibilities carried by the job
the conditions under which it is performed, and the rel ationship
of the worker performng the duty to other workers in the same
or in other departnents.
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The subsequent analysis of the resultant job descriptions wll

i ndi cate whi ch kinds of work bel ong together and it may be
possible to re-ollocate certain responsibilities and duties in
this connection. The consultant would no doubt find it usefu

to draw a nunber of diagrans fromhis job description sheets,
and al so a conpl ete organisation chart. Such a chart expresses
the structure of the business in a concise formand facilitates
revi sion of the organisation structure in sections where it

m ght be defective.

Finally, the consultant should check to see that the follow ng
mai n principles of organisation are being conplied wth:-

(1) There is a clearly determi ned objective and all activities
contribute towards the attai nment of this objective.

(2) The structure falls into clearly defined basic groups such
as finance, production, marketing and accounting. Although
there are alternative groupings of functions of this kind,

it is preferable that the organisation should be based on

a clear separation of them no one executive being required

to performtwo entirely different functions nerely because

he happens to have abilities or training which fit himfor

t hem bot h.

(3) There should be no overlapping or conflicting responsibilities,
and no enpl oyee should be in a position to receive orders
fromnore than one person, this person generally being his

i medi ate superior. ’

(4) A clear line of authority, sonetimes called the scal ar chain
shoul d run through the organisation, but it should not be
possi bl e to by-pass, except under nbst unusual pressure or

emer gency, any particular subordinate link in this |line of

aut hority.

(5) Each nenmber of the organisation should have what ever
authority is necessary to enable himto carry out his

responsi bilities and duti es adequately.

(6) The span of control should not be exceeded in any particul ar

area, i.e., no executive should be required to exercise
supervi sion over 0 number of subordinates which is unduly
| ar ge.

(7) The organisation structure should be sufficiently flexible
to nake it possible to introduce adjustnents when changed
circunst ances make this desirable.

7461
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There are nunmerous aids to the design of organisation. The foll ow ng
are sonme of the main ones:-

1. RECORDS

These gi ve a background picture which can aid organi sati ona
change. Personnel records enabl e personnel to be accurately
eval uated and this aids job selection

2. ORGANI SATI ON CHARTS

(a) The Vertical Chart: This is the traditional kind of
chart. The superior is near the top of the page, the
subor di nat es bel ow.

(b) The Horizontal Chart, can be seen overleaf. It is
simply a different way of presenting the sane information.
Progress

Producti on Wor ks

Control Superintendent

Manager Pl anni ng and

Desi gn

Mai nt enance

Wor ks For erman

Engi neer

Foreman t

General Electrician

Manager

Branch

Manager s

Sal es

Manager

t-- Publicity and Adverti sing

Chi ef Atcountant Secretory

Fi gure 2.
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(c) The Concentric Chart: Again, sinply another way of
presenting the some information.
G M : General Manager
: Production Control
Wor ks Engi neer
Sal es Manager
Chi et ¢ Account ant

OnNn=T
>Zmo
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The Concentric Chart (Figure 3) consists of circles which

i ndi cate echelon levels, with the general nmanager in the
centre. These charts elinmnate the status inplications in
"the other charts i.e. above and below, first and |ost. The
di stance fromthe centre indicates the relationship to the
general manager. Each sector shows different divisions and
there are no appendages to the organisation, i.e. no one is
at the bottom of the organisation.

No di agram can of course effectively convey the reality of
executive responsibilities. O ganisation charts are on
endeavour to record fornmal relationships in an organi sation
they show some rel ati onships, the main |lines of conmunication
and the flow of authority and responsibility to all |evels of
t he managenent hierarchy.

(0) Advant ages

(i) Constructing the charts needs careful thought by

seni or executives.

(ii) People who wi sh to know about the enterprise e.g. new
entrants can see the broad outline of the organisation
(iii) Charts can formthe basis or organi sati onal change

as they can be projected into the future to aid

eval uati on of organisational planning.

(b) Di sadvant ages

(0) They do not show human rel ati onshi ps.

(ii) They soon becone out of date.

(iii) Rigidity is brought into relationships as people tend
to keep within their charted area and becone too

consci ous about boundary |i nes.

(iv) They are costly to prepare, revise and store.

(v) Status problens are introduced.
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E. ORGAN SATI ON CHARTS

The remai nder of this lecture is devoted to a nunber of Charts
illustrating the departnentalization which mght exist in

(c) a Hote;

(b) a Manufacturer’s Busi ness;

(c) a large Shipping Conpany;

(d) O Departnental Store, and

(e) a Hospital.

You should study these charts carefully.
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A. ALLOTMENT OF DUTIES IN AN CRGANISATIG%

1

| NTRODUCTI ON

The duties or activities in on industrial organisation are allotted
to individuals by several different methods, of which the follow ng
are the nost inportant:-

(0) Bx Bersons. An executive or supervisor is given authority

over, and node responsi ble for certain subordi nates.

(b) Wthin thsical boundaries. An executive or supervisor is

gi ven supervi sion over a room a departnent or a production

centre

(c) Bx eroduction. An executive or supervisor is given super-

vi sion over the manufacture of a particular item of product,

or a certain |line of product.

(d) BX Brocess. An executive or supervisor is given supervision
over a particular manufacturing process or over a series of

such processes.

(6) BX eguienent. An executive is given supervision over a
particul ar group of machi nes or class of equipnent.

The al |l ot nents given above are in the nature of vertical sub-

di vi si ons where each executive's or supervisor’'s authority is
exercised within his determ ned sphere of control but subject to

hi gher line authority and to functional or expert staff advice.

THE LADDER OR BRI DGE OF FAYOL

In addition to the vertical relations, there are horizontal rela-
tions which have received little attention. In this connection
there is a nearly unexplored field, where the vertical |ines of
authority cross and conflict with the horizontal Iines of relations.
This situation is made plain by a consideration of the Foll ow ng
figure.
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GENERAL MANAGER

WORKS MANAGER

SUPERI NTENDENT C

DEPARTMENT HEAD D ------------

SUPERVISOR E ----------------

WORKIMAN - = = - m o e e e e e -

CROSS CONTACTS OR RELATI ONSHI PS | LLUSTRATED

BY THE "LADDER' OR "BRI DGE' OF FAYCL

This diagramrepresents two lines of authority with the genera
nanager at the apex and in each case follow ng through O works
nmanager, superintendent and so on to the operator. To perform
duties assigned to each line - assuming they are in the some

i ndustrial organisation - there must be sone contact, comuni -
cation and rel ati onshi ps between individuals at each | evel of
authority in the two converging lines for the perfornmance of
duties assigned to each line. Such cross relations nmay be
concerned with

(a) jurisdiction, that is, a determination of which line is to
do certain work;

(b) co-ordinotion of policies and operation nmethods necessary
to obtain uniformoperating results;

(c) review of work which nmay occur where work is transferred
fromone line of authority to another in order to conplete
succeedi ng operati ons;

(d) division of overlapping duties. The points where vertica
authority and cross relations neet are indicated by the smal
dots in the diagram

In practice these relations are real and continuingland give rise
to Boints of Eossible Friction and conflict.
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3- MAI NTAI NI NG | NTERSECTI NG RELATI ONSHI PS

intersecting relationships on a properly managed basis. His
solution is a recess of self ad ustment.

(a) Contact should be initiated

(b) Before any action is taken

i medi ate |ine superiors.

B. | NDUSTRI AL ORGANI SATI ON DESI GN

1. | NTRODUCTI ON

, it must be approved by the
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2. A TYPICAL LINE OF | NDUSTRI AL AUTHORI TY

GENERAL

MANAGER

LI NE OF

- --- SUPERI NI ENDENT

AUTHORI TY RESPONSE

FOREMAN FOR MAN

OPERATORS OPERATORS | OPERATORS '’

Five levels of outhoritx are shown in this diagram The |eft

hand arrow i ndicates the flow of authoritx and issuing of orders
fromthe general nanager, |evel by level to the operators.

The right hand arrow indicates the |ine of resgonse whereby reports
and returns flow upward to whatever | evel they are directed. This
i ne of response should be open for operators to send suggestions,
make conplaints and ask for adjustnment of grievances.

3. CERTAI N CONTROLLI NG FACTORS. These are essential to avoid friction
in the operation of organisational |ines of communication. They nmay
bn listed as:-

(0) Channel s of comrunication nust be definitely known.

(b) A definite, formal channel of conmunication is required for
every menber of an organi sation.
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(c) The line of communication nu

st be as direct and short as

possi bl e.

T(d) The conplete line of communication should al ways be used.
(e) The conpetence of the persons serv

i ng as comuni cation

centres, i.e. officers,

supervi sory heads must be adequate.

(f) I The line of conmunication sh

the time when the organisoti

hour s.
oul d al ways be open during
on functions, i.e. during working

(9) Every communication tronsmtt

ed along the line should be

aut henti cat ed.

4. TYPI CAL DEGREES OF RESPONSI BI LI TY coupled with the general duties
of the several positions are shown in the Follow ng table.

" Performance

istrative ' of a

definite

Cenera

pol i ci es.

job

manage-

ment

5. DIVISION OF LABOUR | N AN ORGANI SATI ON

This allocation of separate duties is necessary because of: -
(a) the volune of work to be done;
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(b) the differences in the natures, capabilities and skill of

the men;

(c) the range of know edge required in an organisation which is

so extensive that one individual can command only a fraction

of it.

There are, however, definite limtations beyond which work division
shoul d not be carried out -

(d) no advantage is gained by sub-dividing work so mnutely that

the resulting task is |l ess than that which a nan can perform

when wor ki ng conti nuousl y;

(e) technol ogy and normal practice make it inpracticable to sub-

di vide certain kinds of work, although the influence of thes

factors is subject to change;

(f) a job nmust not be divided and sub-divided and re-subdivi ded

until it becones so fragnented that it |oses all neaning for

those to whomthe fragnments have been allotted, for with the

| oss of neaning in the work will go the worknen’s interest

in doing it at all

C. i CO ORDI NATI ON | N ORGANI SATI ON

VWhen duties and activities are sub-divided and allotted throughout -

a production organi sation, nmeans nust be provided to have all of them
performed and all the product turned out on time; that is, everything
nmust be conpl eted according to a pre-determ ned schedul e. This process
of tinming activities and re-uniting sub-divided work is called co-ordina
tion. The normal routine through which co-ordination is achieved is
the sxstem

Co-ordi nati an neans to conbine activitx into a consistent and

har noni ous acti on.

The highest formof co-ordination in industry is that in which an
entire group accepts the objectives and policies [aid down and

acqui esces in the disciplines which are necessary to achi eve that
purpose, in short, where an entire group does the job it is paid

to do.

Many procedures or techni ques have in thensel ves strong co-ordina-
tive forces. Budgetary Control is a good exunple of this, for the
mast er budget represents essential unity with the plans and targets
for every section of nmanagenent conpletely integrated.



| SUMMARY

ALLOTMENT OF DUTIES I N AN CRGANISA%ICN

l.

Duties in an industrial or anisation ore allotted to individuals
by several different methods, i.e. by persons; within phySica
boundari es; by production; by process and by equi prment.

These allotnents are in the nature of vertical sub-divisions where
each executive's authority is exercised within his own sphere of
control but subject to higher authority.

The Ladder or Bridge of Fey 1 illustrates the cross contrasts or
hori zontal relationships within an organi sation. These may be
concerned with jurisdiction i.e. the bound of authority which has
been del egated; co-ordinution of policies; review of work;

di vi si on of overl apping duties.

Mai nt ai ni ng I ntersecting Rel ationshigs.

Fayol's solution to this is a process of self-adjustnent. He

poi nted out that executives at any |level may contact one anot her
reach decisions and initiate action provided contact is initiated
with the consent of the imediate |ine superior,and that any
action taken is approved by the i nmedi ate superi or

and
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B. | NDUSTRI AL ORGANI SATI ON DESI GN

1. Industrial organisation design recognises |evels of
authority and degrees of responsibility.

The Iine of authority goes froma higher to a | ower |eve
of authority, the line of response is in the reverse
direction. The former is the channel through which orders
flow fromthe general manager to the operators; the
latter is for the flow of reports and returns to whatever
| evel they are directed. It is also used for suggestions,
conplaints, etc.

2. Wrk division is the foundation of the approach to
determ ne the relation of duties and the sel ection of

i ndi viduals who are to performthese duties.

The al l ocation of separate duties is necessary because

of the volune of work to be done, the differences in

the skill of the operators and the range of know edge
There are, however,

required in an organi sation.

on shoul d not be

definite limts beyond which work divis

carried out.

C_ CO ORDI NATI ON

Co-ordinotion is the O

allied to co-operation which is the act of work

ct of bringing together and is closely

i ng together.

Both are essential for the snooth working of any organi-
sation. Its essential characteristic is its need for

good teom worKk.

Wth increasing specialisation, the burden placed on
management to ensure co-ordi nution has increased enornously.
As on enterprise grows, delegation and specialisation are
essential for greater efficiency, but it nust be ensured
at all levels that all sub-units coaoperate, their comon
ai mthe conmon objective
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SELF- EXAM NATI ON QUESTI ONS

Draw a di agram of Fayol’s Ladder, and briefly explain it.
M

M



(b)

(b)

(O
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State five ways in which vertical del egation of
authority may be determ ned.

VWhat do you think the result of too rigid observance of
the |l odder’s steps would tend to be?

If the ladder principle were foll owed too closely, what
ot her aspect of the whol e organisation mght well be
adversely affected?

What coul d quite possibly happen in this direction?

How woul d it affect
(i) the manager hinsel f?
(ii) the enpl oyees in general ?
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(d) If you were the nmanager, how would you renedy this?
(Thi nk! - because this is a beast of a question in
which the answers to b, ¢ and d depend on

your getting (a) right.)

3zz=zs

Exactly the same unhappy situation can easily arise in a big
office, for the some reason. Wiat thsicol steps are

popul arly token now o-doys to prevent this?

Mm

KM

KN

VE

What do you think the phrase, 'O process of self-odjustnent’,
means?




| NDUSTRI AL ORGANI SATI ON DESI GN. PAGE 12.

(a) What do you understand by the term °’co-ordination’?
(b) Fill in the mssing word:

(i) Co-ordination refers to

(ii) Co-operation refers to

(c) By what single nmeans can co-ordinotion be nade effective?
(0) Wiy is division of |abour frequently necessary in
certain sections of an industry?

(b) When shoul d work not be divided?

What one thing is essential to any form of comrunication
wi t hi n any organisation?

----000----
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ANSWERS TO SELF- EXAM NATI ON QUESTI ONS

1. GENERAL MANAGER

WORKS MANAGER A

SUPERI NTENDENT B

DEPARTMENT HEAD C

SUPERVI SOR D

FOREMAN E

WORKMAN F

U WORKS MANAGER

V SUPERI NTENDENT

W DEPARTMENT HEAD

X SUPERVI SOR

Y FOREMAN

Z \WORKMAN

no- aoa- u

onouoouaoo

0000- 000O0UOa

0- at uo- onoooao

| onaoooo00x00) 10

0Ceoou- U- 000000N00

This diagramrepresents two departnents in one organi sation, or
two products manufactured by the sane firno

Each of these two is in its turn divided into sections, and each
section is under the authority of one man, his designation being
indicated as fromA to F on the one hand, and fromUto Z on the
other. The authority at the very top is the general manager

who bears the responsibility for the snooth working of the whol
concerng Cross-relotionships are indicated by |arge dots.

2. (a) Delegation of authority nay be determ ned by

(i) formal appointnment of a general nanager by the Board of
Directors

(ii) the need to have sonmeone with special know edge in a
certain job at a certain |evel

(iii) the personality and drive of an applicant for a post of
responsi bility.

(iv) the seniority of someone within the organisation itself
(v) the denpbnstrable qualities of |eadership of an enpl oyee



(b)
3-
(b)
qe)
(d)
4
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The creation, by the heads of any or even all the separate
sections, of little enpires within the organisation
Comuni cot i on.

Rivalry or sone feud between heads of sections con lead to the
del aying or to the withhol ding of sone item of information which
all should have, thus causing disruption in the flow of work.
(Note: This nasty little practice is by no nmeans uncomon,

and, indeed, has been observed to have been done.)

This woul d affect

(i) the manager, who might be kept in ignorance of the rea
cause of perceptible disruption and thus is unable to

sort the problemout without |oss of valuable tine

(ii) the enpl oyees thensel ves, for whole section rivalries or
schisnmo can easily arise

If I were manager, | would insist that all conmunication be
witten; each recipient would be instructed to initial and

to date the receipt of the conmunication, and a reliable clerk
woul d be instructed to keep a record - there are many easy
ways in which this may be done - of all witten comruni cati ons,
checking up carefully on their circulation, noting rel evant

dat es of the passing on of the comrunication

The latest attenpt to stop "little enpiresl being created in

| arge offices involves the design and | ayeout of on ’open plan"
office; 011 the clerical staff is herded into one area by

this neonse

(Note: This popul ar nodern gi mm ck has many observabl e
drawbacks and di sadvantages. Wiile this is no port

of the present course, you mght do well to think

about it when you have opportunity and tine to do so;

port of your future job in the nanagerial field

(0)
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m ght well be to or
gani se a trouble-free office

staff.)
"A process of self-odjustnment’ is evasive jargon, and | regret
that | sinply do not know what it means! _ unless it inplies

that each man to whom authority on the 'l adder’ principle has
been given adjusts hinself to his place in the hierarchy,
establishes a good relationship with his

iors, and controls the group under him wi

kind or for any reason

the parts may be.

(b) (i) things to be done

(ii) the people who do them

(c) By proper control

(a) Division of |abour may be necessary

(i) because of the volune of work to be done

(ii) because of the different skills to be applied in doing it
(b) Work shoul d not be divided

of one nman to do it al one;

which is inpossible to split

such snmall portions that it

when it is well within the capacity

it may be of sone technical kind

, and it must never be divided into

beconmes fragnented, so that those

who do the ports of the job

cannot fit the parts together in

the mind, and thuse tend to lose all interest in doing the job
at all. ~’

Conprehensibility.

" --w000nnn
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PROGRESS QUESTI ONSI
The duties in on industrial organisation are allotted to
i ndi vidual s by several different nethods. Wat are the
nost inportant of these nethods?



| NDUSTRI AL ORGANI SATI ON DESI GN. PAGE 77.
2, What is nmeant by Work Division in

is it necessary.

XXX

XXX

XXX

----000----

8647
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