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1.2. NATURE AND IMPORTANCE OF MANAGEMENT 
 

NATURE 
1. Management is goal oriented or purposive activity 

 
2. Management is group activity 

 
3. Management is a universal process or pervasive activity 

 
4. Management is multi-disciplinary 

 
5. Management is ongoing activity/continuous process 

 
6. Management is a social process 

 
7. Coordination of human and physical resources or management integrates human and physical 
resources 

 
8. Activating employees 

 
9. Management is both a science and an art 

 
IMPORTANCE 

 

Achieving business objective 

Optimum use of business resources 

Effective leadership and motivation 

Effective organization and co-ordination 

Establishing clear authority andresponsibility 

Solution of labour problems 

Fulfilling social responsibility 
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1.3. FUNCTIONS OF MANAGEMENT: 
 
 

 

Planning: Involves selecting the objectives and actions to achieves them planning stage 
involves decision making and choosing future courses of action from the various alternatives 
Organizing: Role of each person in any organization is fixed. The concept of role is who will be 
doing what should be known, to achieve organizational targets efficiently. It is intended that  all  the 
tasks necessary to achieve targets are assigned to people who can do the best. 
Staffing:    Staffing    function    includes     keeping     the     various     organizational     position   
fixed.   This   activity   is   done   by    identifying    work    force    requirements,    keeping    the  
records   of   the   performance    of    people    working    with    the    organization.    So    that    
suitable   people    can    be    prompted    and    at    the    same    time    people    performing    not    up 
to   the   mark   could    be    send    for    training.     If   all   the   above   activities   are   taking   place  
in nice way in any organization, it will give rise minimum work force turnover. 
Directing: Directing means influencing people, so that they will contribute to the organization targets 
directing involves motivation, leadership styles and proper communication. 
Controlling:  It  is  the   process   of   comparing   the   plans   with   the   results.   If   there   is  
deviation attain taken to be bridge the gap between plan and actual results. 

1.4. EVALUATION OF SCIENTIFIC MANAGEMENT 
 
 

Scientific management is a theory of management that analyzes and 

synthesizes workflows. Its main objective is improving 

economic efficiency, especially labour productivity. It was one 

of the earliest attempts to apply science to the engineering of processes 

and to management. Scientific management is sometimes known 

as Taylorism after its founder, Frederick Winslow Taylor. 

Taylor began the theory's development in the United States during the 1880s and '90s 
within manufacturing industries, especially steel. Its peak of influence came in the 1910s;[2] Taylor died 

F.W.TAYLOR 1856-
1915 
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14 PRINCIPLES OF MANAGEMENT 
 

1. Division of work - The division of work is the course of tasks assigned to, and completed by, a 
group of workers in order to increase efficiency. Division of work, which is also known as 
division of labour, is the breaking down of a job so as to have a number of different tasks that 
make up the whole. 

2. Authority and Responsibility - Authority is the right to give orders and obtain obedience, and 
responsibility is the corollary of authority. 

3. Discipline - Employees must obey and respect the rules that govern the organization. Good 
discipline is the result of effective leadership. 

4. Unity of command - Every employee should receive orders from only one superior or behalf of 
the superior. 

5. Unity of direction - Each group of organizational activities that have the same objective should 
be directed by one manager using one plan for achievement of one common goal. 

6. Subordination - The interests of any one employee or group of employees should not take 
precedence over the interests of the organization as a whole. 

7. Remuneration - All Workers must be paid a fair wage for their services. 
8. Centralisation and decentralisation - Centralisation refers to the degree to which subordinates 

are involved in decision making. 
9. Scalar chain - The line of authority from top management to the lowest ranks represents the 

scalar chain. Communications should follow this chain. 
10. Order - this principle is concerned with systematic arrangement of men, machine, material etc. 

There should be a specific place for every employee in an organization 
11.Equity - Managers should be kind and fair to their subordinates. 
12. Stability of tenure of personnel - High employee turnover is inefficient. Management should 

provide orderly personnel planning and ensure that replacements are available to fill vacancies. 
13. Initiative - Employees who are allowed to originate and carry out plans will exert high levels of 

effort. 
14. Esprit de corps - Promoting team spirit will build harmony and unity within the organization. 
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For effective decision making, a person must be able to forecast the outcome of each option as 

sense of identity and self to a project and to the collective identity of the organization; being a role 
model for followers in order to inspire them and to raise their interest in the project; challenging 
followers to take greater ownership for their work, and understanding the strengths and weaknesses of 
followers, allowing the leader to align followers with tasks that enhance their performance. 

There are 4 components to transformational leadership, sometimes referred to as the 4 I's: 
 

 Idealized Influence (II) - the leader serves as an ideal role model for followers; the leader "walks 
the talk," and is admired for this. 

 Inspirational Motivation (IM) - Transformational leaders have the ability to inspire and motivate 
followers. Combined, these first two I's are what constitute the transformational leader's charisma. 

 Individualized Consideration (IC) - Transformational leaders demonstrate genuine concern for the 
needs and feelings of followers. This personal attention to each follower is a key element in bringing 
out their very best efforts. 

 Intellectual Stimulation (IS) - the leader challenges followers to be innovative and creative. A 
common misunderstanding is that transformational leaders are "soft," but the truth is that they 
constantly challenge followers to higher levels of performance.[7] 

Transformational leadership is said to have occurred when engagement in a group results in leaders and 
followers raising one another to increased levels of motivation and morality 

TRANSACTIONAL LEADERSHIP 

Transactional leadership is a part of a  style  of leadership that  focuses  on supervision, organization, 
and performance; it is  an integral part of the Full Range Leadership Model. Transactional leadership is  
a style of leadership in which leaders promote compliance by followers through both rewards and 
punishments. Unlike transformational leaders, those using the transactional approach are not looking to 
change the future, they look to keep things the same. Leaders using transactional leadership as a model 
pay attention to followers' work in order to find faults and deviations. 

This type of leadership is effective in crisis and emergency situations, as well as for projects that need to 
be carried out in a specific way. 

 
 

1.7. DECISION MAKING PROCESS 

DECISION MAKING 

DEFINITION:The thought process of selecting a logical choice  from  the  available  options.  
When trying to make a good decision, a person must weight the positives and negatives of each 
option, and consider all the alternatives. 

 
 

Introduction 
Decision making is a daily activity for any human being. There is no exception about that. When it 
comes to business organizations, decision making is a habit and a process as well. 

well, and based on all these items, determine which option is the best for that particular situation. 
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Effective and successful decisions make profit to the company and unsuccessful ones make losses. 
Therefore, corporate decision making process is the most critical process in any organization. 

In the decision making process, we choose one course of action from a few possible alternatives. In the 
process of decision making, we may use many tools, techniques and perceptions. 

In addition, we may make our own private decisions or may prefer a collective decision. 

Usually, decision making is hard. Majority of corporate decisions involve some level of dissatisfaction 
or conflict with another party. 

Let's have a look at the decision making process in detail. 

Steps of Decision Making Process 
Following are the important steps of the decision making process. Each step may be supported by 
different tools and techniques. 

 

 
Step 1: Identification of the purpose of the decision 
In this step, the problem is thoroughly analysed. There are a couple of questions one should ask when it 
comes to identifying the purpose of the decision. 

 What exactly is the problem? 

 Why the problem should be solved? 

 Who are the affected parties of the problem? 

 Does the problem have a deadline or a specific time-line? 
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Step 2: Information gathering 
A problem of an organization will have many stakeholders. In addition, there can be dozens of factors 
involved and affected by the problem. 

In the process of solving the problem, you will have to gather as much as information related to the 
factors and stakeholders involved in the problem. For the process of information gathering, tools such 
as 'Check Sheets' can be effectively used. 

Step 3: Principles for judging the alternatives 
In this step, the baseline criteria for judging the alternatives should be set up. When it comes to  
defining the criteria, organizational goals as well as the corporate culture should be taken into 
consideration. 

As an example, profit is one of the main concerns in every decision making process. Companies  
usually do not make decisions that reduce profits, unless it is an exceptional case. Likewise, baseline 
principles should be identified related to the problem in hand. 

Step 4: Brainstorm and analyse the different choices 
For this step, brainstorming to list down all the ideas is the best option. Before the idea generation step, 
it is vital to understand the causes of the problem and prioritization of causes. 

For this, you can make use of Cause-and-Effect diagrams and Pareto Chart tool. Cause-and-Effect 
diagram helps you to identify all possible causes of the problem and Pareto chart helps you to prioritize 
and identify the causes with highest effect. 

Then, you can move on generating all possible solutions (alternatives) for the problem in hand. 

Step 5: Evaluation of alternatives 
Use your judgement principles and decision-making criteria to evaluate each alternative. In this step, 
experience and effectiveness of the judgement principles come into play. You need to compare each 
alternative for their positives and negatives. 

Step 6: Select the best alternative 
Once you go through from Step 1 to Step 5, this step is easy. In addition, the selection of the best 
alternative is an informed decision since you have already followed a methodology to derive and select 
the best alternative. 

Step 7: Execute the decision 
Convert your decision into a plan or a sequence of activities. Execute your plan by yourself or with the 
help of subordinates. 

Step 8: Evaluate the results 
Evaluate the outcome of your decision. See whether there is anything you should learn and then correct 
in future decision making. This is one of the best practices that will improve your decision-making 
skills. 
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Determination of activities: Determine activities needed to execute these plans and policies 
and accomplish the objectives. The work load is broken into component activities that 
are to be performed by all the employees. The activities are so split to determine the 
job which can be performed by an individual. 
Separation and grouping of activities: To attain the benefits of specialization and division of 
labour, every company, will separate its activities on the basis of primary  functions  like 
finance, engineering, purchasing,  production,  sales and  industrial  relations.  All  the  similar 
or directly related activities are grouped together in the form of departments. 
Delegation of authority: Authority is necessary for the performance of the job and therefore 
authority is delegated to the subordinates for enabling them to carry out their work smoothly and 
efficiently. 
Delegation  of  responsibility:  Responsibility may be described as the obligation and 
accountability for the performance of delegated duties. A superior is always accountable for the 
acts of his subordinate. Therefore, responsibility always flows from subordinates to superiors. 
Establish inter-relationships: The grouped activities are placed in the overall organization 
structure  at  appropriate  level. It is necessary to integrate or the these groups of activities 
through. 

a) Authority relationship horizontally, vertically and diagonally 
b) Organized information or communication system i.e., with the help of 
effective coordination and communication. 
Providing physical facilities and proper environment: Physical facilities means provide 
machinery, tools equipments, infrastructure etc, environment means provide proper lighting, 
ventilation, heating, cooling arrangement at the work place, reasonable hors of work, safety 
devices, job security etc 

Principles of Organization: 
Principle  of  unity of objectives: An organization structure is effective if is 
enables individuals to contribute to entire objectives. 
Principle of co-ordination: The aim of the objective can be achieved it proper coordination exists 
for efferent activities 
Principles of organizational efficiency: An organization is efficient it is structured to aid the 
accomplishment of enterprise objective with a minimum of unsought consequences or costs. 
Span of management principle: In each managerial position, there is a limit to the number of 
persons an individual can effectively manage but the exact  number  will  depend  on  the  
impact of underlying variables. 
Scalar principle: The clearer the line of authority from the ultimate management position in an 
enterprise to every subordinate position, the clearer will be the responsibility for decision 
making the more effective will be organization communication. 
Principle of delegation by results expected: Authority delegated to all individual managers 
should be adequate enough to ensure their ability to accomplish the results expected. 
Principle of responsibility: The responsibility of subordinates to  their  superiors for  performance 
is absolute, and superiors can not escape responsibility for the organization activity of their 
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Definition: Informal organization brings cohesiveness to a formal organization, it brings to the 
members of formal organization a feeling of belonging of status, of self-respect and of gregarious 
satisfaction. 
Comparison between formal and informal organization: 

 
Basis of comparison Formal  Informal 

Formation Planned 
Spontaneous 

& deliberated 

Purpose 
interaction 

Well-set goals  Social 

Structure 
structured 

Well structured  Un 

Focus Positions  Persons 

Nature Official  Unofficial 

Leadership Superior  Any one 

Source of power 
group 

Delegated  Given by 

Guidelines for behaviour 
norms 

Rules procedures  Group 

Source of control Rewards/Punishment  Sanctions 
Type of organization: On the basis of authority relationships organization 
classified as follows 

1. Line organization or Military organization or Scalar organization 

2. Functional organization 

3. Line and Staff organization 

4. Project organization 

5. Committee organization 

6. Matrix organization 
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1. LINE ORGANIZATION STRUCTURE 
 
 

 
 
 

Where efforts of large number of people have to be  controlled  and  discipline  is of 
prime importance  line  type  organization  structure  will serve the  purpose.  This is  also  one 
of the oldest structures. However, in present conditions this type of structure has lost the 
applicability. In line structure ten lines of instruction, directing is vertical. This means in this 
type boss is always right and his orders are to be obeyed at any cost. 

Merits: 
Simplicity: Line organization is very simple to establish and can be easily understand by 
the employees 
Discipline: Since each position is subject to control by its immediate superior  position, often 
the maintenance of discipline is easy unity of command and unity of direction foster discipline 
among    the     people      in      the     organization. 
Co-ordination:  The hierarchy in management helps in achieving effective coordination 
Effective communication: There will  be  a direct link between superior and his 
subordinate; both can  communicate  properly  among  himself or  herself. 
Economical:   Line  organization is easy  to   operate  and less expensive 
Unity of command: In line organization every person is under the command of one boss only. 
Prompt decision: Only one person is in charge of one division or department. This enables 
manager to take quick decisions. 
Over all development of the managers: The departmental head has to look after all the activities 
of his department; therefore, it encourages the development of all round managers at the higher 
level of authority. 

Demerits: 
Undue reliance: The success of the enterprise depends upon the caliber and ability of few 
departmental heads, loss of one or two capable men may put the organization in difficulties. 
Personnel limitations: In this type of organization an individual executive is suppose to 
discharge different types of duties. He cannot do justice to all different activities because he 
cannot be specialized in all the trades. 
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various function in the factory. It has been found that this  type  of  structure  becomes 
ineffective when the work of departments and individuals increases in variety and complexity. 

 
 

 
Merits: 
Separation of work: In functional organization, work has been separated from routine work.  
The specialist has been given the authority and responsibility  for  supervision  and 
administration pertaining to their field of specialization unnecessary over loading of 
responsibilities is thus avoided. 

 
 

Specialization:    Specialization    and    skilled    supervisory    attention    is    given     to 
workers  the  result  is  increase  in  rate  of  production  and  improved  quality   of   work. 
Narrow   range   with   high   depth:   The   narrow   range   of   activities   enable   the 
functional  expert  to  developing  in  depth  understanding  in   his   particular   area   of  
activity 
Ease  in  selection  and  training:   Functional   organization   is   based   upon   expert 
knowledge.   The   availability   of   guidance   through   experts    makes    it    possible   to 
train    the     workers     properly     in     comparatively     short     span     of     time. 
Reduction in prime cost: Since for every operation expert guidance is  there,  wastage  of  
material      is        reduced        and        thus        helps        to        reduce        prime        cost. 
Scope of growth and development of  business:  This  type  of  organization  presents  ample 
scope for the growth and development of business. 
Demerits: 
Indispline: Since the workers receive instructions from number of specialist it leads to 
confusion to whom they should  follow.  Therefore,  it  is  difficult  to  maintain discipline 
Shifting  of  responsibility: It is difficult for  the  top  management  to  locate responsibility  
for the unsatisfactory work every body tries to shift responsibility on others for the faults and 
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5. COMMITTEE ORGANIZATION STRUCTURE 
 

Committee Organization: A committee is formed when two or more persons are appointed to 
work as a team to arrive at a decision on the matters referred to it. It is intended to utilize the 
knowledge, skills, and experiences of all the concerned parties. Particularly, in large 
organizations, problems are too big to be handled by one single expert. 

 
 

 

Merits: 
 

1. It pools up the organizational resources in terms of knowledge skills and experiences. 

2. It represents all interested groups and thus, facilitates group decision. 
3. It yields good results if the committee are headed by taskmaster like chairman and time 
bound in terms of decision-making. 

4. It minimizes the fear of too much authority vested in one person 
5. It motivates all the concerned or effected groups to participate. 
Demerits: 

1. Responsibility of decisions cannot be fixed on a particular person. 

2. It calls for high degree of coordination. 

3. It involved high cost in terms of time and money. 
 
 

6.MATRIX ORGANIZATION STRUCTURE 

Matrix  Organization:  This  is  also   called   as   project   orgnisation   it   is   a  
combination of all  relationships  in the  organization  in  vertical,  horizontal  and  
diagonal. It is mostly used  in  complex  projects.  It  provides  a  high  degree  of  
operational  freedom,  flexibility  and  adoptability  for  both   the   line   and   staff managers 
in performing their respective roles. The main objective of matrix 
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develop future visions, and to motivate the organizational members to want to achieve the 
visions. 

 
3. Explain the qualities of a successful leader. 

The qualities of a successful leader are: 
Honesty and Integrity 
Confidence 
Inspire Others 
Commitment and Passion 
Good Communicator 
Decision-Making Capabilities 
Accountability 

 
4. Define Transformational leadership 

Transformational leadership is a leadership style in which leaders encourage, inspire and 
motivate employees to innovate and create change that will help grow and shape the 
future success of the company. This is accomplished by setting an example at the 
executive level through a strong sense of corporate culture, employee ownership and 
independence in the workplace. 

 
5. Define Organizational Structure. 

A system that is used to define hierarchy in the organization is called the organizational 
structure. It gives the organizational leadership direction in terms of job identification and 
functions and who reports to whom within the organization. 

 
6. List the Principles l of good Organization. 

Principle of Co-Ordination 
Principle of Unity of Command 
Principal of Scalar Chain 
Principle of span of control 
Principle of Departmentation 
Principle of flexibility 
Principle of continuity 

7. State Decision making process. 
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PART-B 
1. Define Management? Explain its features, importance and nature? 
2. Briefly explain about functions of management 
3. Define leadership and explain leadership styles? 
4. Briefly explain about decision making process? 
5. Discuss in detail about principles of management? 
6. Explain the 14 principles of management. 
7. Explain the types of organizational structures with merits and demerits. 
8. Briefly explain about motivational theories? 
9. Discuss in detail about modern management? 
10. Discuss in detail about scientific management? 
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The combination of the adequate number of labor with suitable skills and reasonable labor wages 
can highly benefit the firm. However, labor-intensive firms should select the plant  location 
which is nearer to the source of manpower. 

 
Transport facilities 

In order to bring the raw materials to the firm or to carrying the finished goods to the market, 
transport facilities are very important. Depending on the size of the finished goods or raw 
materials a suitable transportation is necessary such as roads, water, rail, and air. Here the 
transportation costs highly increase the cost of production, such organizations can not complete 
with the rival firms. Here the point considered is transportation costs must be kept low. 

 
Availability of fuel and power 

Unavailability of fuel and power is the major drawback in selecting a location for firms. Fuel and 
power are necessary for all most all the manufacturing units, so locating firms nearer to the coal 
beds and power industries can highly reduce the wastage of efforts, money and time due to the 
unavailability of fuel and power. 

 
Availability of water 

Depending on the nature of the plant firms should give importance to the locations where water  
is available. 

 
For example, power plants where use water to produce power should be located near the water 
bodies. 

Secondary factors 

Suitability of climate 

Climate is really an influencing factor for industries such as agriculture, leather, and textile, etc. 
For such industries extreme humid or dry conditions are not suitable for plant location. Climate 
can affect the labor efficiency and productivity. 

 
Government policies 

While selecting a location for the plant, it is very important to know the local existed 
Government policies such as licensing policies, institutional finance, Government subsidies, 
Government benefits associated with establishing a unit in the urban areas or rural areas, etc. 

 
Availability of finance 

Finance is the most important factor for the smooth running of any business; it should not be far 
away from the plant location. However, in the case of decisions regarding plant location, it is the 
secondary important factor because financial needs can be fulfilled easily if the firm is running 
smoothly. But it should be located nearer to the areas to get the working capital and other 
financial needs easily. 
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(ii) There is an expansion of the enterprise. 
 

(iii) There is proposed variation in the size of the departments. 
 

(iv) Some new product is to be added to the existing line. 
 

(v) Some new department is to be added to the enterprise and there is reallocation of the existing 
department. 

 
(vi) A new plant is to be set up. 

 
Importance of Plant Layout: 
The layout of a plant is quite important in view of the above definition but the importance of a 
layout may greatly vary from industry to industry. 

 
The possibility of attaining the best possible layout is directly proportional to following 
factors: 

(i) The Weight, Volume or Mobility of the Product: 
If the final product is quite heavy or difficult to handle involving costly material handling 
equipment or a large amount of labour, important consideration will be to move the product 
minimum possible e.g. boiler, turbines, locomotive industries and ship building companies etc. 

 
(ii) Complexity of the Final Product: 
If the product is made up of a very large number of components and parts i.e. large number of 
people may be employed for handling the movement of these parts from shop to shop or from 
machine to machine or one assembly point to another e.g. automobile industry. 

 
(iii) The Length of the Process in Relation to Handling Time: 
If the material handling time represents a appreciable proportion of the total time of 
manufacturing, any reduction in handling time of the product may result in great productivity 
improvement of the industrial unit e.g. Steam Turbine Industry. 

 
(iv) The Extent to which the Process Tends towards Mass Production: 
With the use of automatic machines in industries for adopting mass production system of 
manufacturing the volume of production will increase. In view of high production output, larger 
percentage of manual labour will be engaged in transporting the output unless the layout is good. 

 
Objectives of Good Plant Layout: 
A good rather an optimum layout is one which provides maximum satisfaction to all concerned 
i.e. shareholders, management employees and consumers. 

 
The objectives of a good layout are as follows: 

(i) Should provide overall satisfaction to all concerned. 
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The main considerations are: 
(i) Design and specifications of the product to be manufactured. 

 
(ii) Quantity and variety of products and materials. 

 
(iii) Physical and chemical characteristics of various inputs materials. 

 
(iv) Component parts or material and their sequence of operations i.e. how they go together to 
generate the final product. 

 
(iii) Machinery Factor: 
The operating machinery is also one of the most important factors therefore all the information 
regarding equipment and the tools are necessary for inspection, processing and maintenance etc. 

 
(i) The processes and methods should be standardized first. 

 
(ii) Machinery and tools selections depend upon the type of process and method, so proper 
machinery and other supporting equipment should be selected on the basis of volume of 
production. 

 
(iii) Equipment utilization depends on the variation in production, requirements and operating 
balance. 

 
(iv) Machines should be used to their optimum levels of speed, feed and depth of cut. 

 
(v) Machinery requirement is mostly based on the process/method. 

 
(v) Maintenance of machines and replacement of parts is also important. 

 
(iv) Movement Factor: 
It mainly deals with the movement of men and materials. A good layout should ensure short 
moves and should always tend towards completion of product. It also includes interdepartmental 
movements and material handling equipment. This includes the flow pattern reduction of 
unnecessary handling, space for movement and analysis of handling methods. 

 
(v) Waiting Factor: 
Whenever material or men is stopped, waiting occurs which costs money. Waiting cost includes 
handling cost in waiting area, money tied up with idle material etc. 

 
Waiting may occur at the receiving point, materials in process, between the operations etc. 
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(vi) Service Factor: 
It includes the activities and facilities for personnel such as fire protection, lighting, heating and 
ventilation etc. Services for material such as quality control, production control, services for 
machinery such as repair and maintenance and utilities like power, fuel/gas and water supply etc. 

 
(vii) Building Factor: 
It includes outside and inside building features, shape of building, type of building (single or 
multi-storey) etc. 

 
(viii) Flexibility Factor: 
This includes consideration due to changes in material, machinery, process, man, supporting 
activities and installation limitations etc. It means easy changing to new arrangements or it 
includes flexibility and expendability of layouts. 

 
Types of Plant Layout: 
Production results from men, materials and machinery together with management. The 
characteristics are changed. To manufacture a product layout begins with which element or 
elements mentioned above move. 

 
Keeping in view the type of industry and volume of production, the type of layout to be 
selected is to be decided from the following: 
1. Product or Line Layout. 

 
2. Process or Functional Layout. 

 
3. Fixed Position Layout. 

 
4. Combination type of Layout. 
1. Product or Line Layout: 
If all the processing equipment and machines are arranged according to the sequence of 
operations of a product, the layout is called product type of layout. In this type of layout, only 
one product or one type of products is produced in an operating area. This product must be 
standardized and produced in large quantities in order to justify the product layout. 

 
The raw material is supplied at one end of the line and goes from one operation to the next quite 
rapidly with a minimum work in process, storage and material handling. Fig. 3.3 shows product 
layout for two types of products A and B. 
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