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Principles & Practice Of Management

Subject Overview

A comprehensive diploma-level study of classical and contemporary management principles, managerial functions,

organizational behaviour, decision-making, performance control and responsible management in technology-enabled

workplaces.

Learning Goal

Students will be able to apply management theories, processes and analytical tools to plan, organize, staff, lead and

control organizational activities; make ethical evidence-based decisions; manage people and change; and respond to

digital, global and emerging business challenges.

Syllabus

1. Foundations and Evolution of Management

Learning Objective: Explain management terminology, levels, functions, roles and skills; compare classical,

behavioural, quantitative, systems, contingency and contemporary management theories; and assess their practical

relevance.

Category: foundation

2. Business Environment, Stakeholders and Managerial Responsibility

Learning Objective: Analyse internal and external environments using stakeholder analysis and PESTLE; explain

organizational culture, globalization, sustainability, corporate social responsibility, ethics and basic governance

responsibilities.

Category: foundation

3. Planning and Goal Setting

Learning Objective: Apply the planning process, forecasting, objectives, policies, procedures, budgets, Management

by Objectives, SMART goals and contingency planning to operational and managerial situations.

Category: core
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4. Strategy and Competitive Management

Learning Objective: Explain strategic management levels and apply mission, vision, SWOT, competitive analysis,

strategy formulation, implementation and evaluation to basic business cases.

Category: core

5. Managerial Decision-Making and Analytics

Learning Objective: Use rational, bounded-rationality, intuitive and participative decision models; identify biases and

risks; and apply basic quantitative, qualitative and data-visualization tools for evidence-based decisions.

Category: core

6. Organizing and Organizational Design

Learning Objective: Design organizational structures by applying division of work, departmentalization, span of control,

hierarchy, authority, responsibility, delegation, decentralization, coordination and formal versus informal organization.

Category: core

7. Staffing and Human Resource Management

Learning Objective: Apply workforce planning, job design, recruitment, selection, onboarding, training, performance

appraisal, compensation, employee retention, diversity and fundamental labour-relations practices.

Category: application

8. Motivation and Employee Engagement

Learning Objective: Compare Maslow, Herzberg, McClelland, expectancy, equity, reinforcement and goal-setting

theories, and use them to design practical rewards, recognition, empowerment and engagement approaches.

Category: core

9. Leadership and Managerial Influence

Learning Objective: Distinguish management from leadership and apply trait, behavioural, contingency, situational,

transformational, transactional, servant and ethical leadership approaches, including power and influence concepts.

Category: core

10. Managerial Communication

Learning Objective: Manage interpersonal, organizational and digital communication using appropriate channels,

listening, feedback, reporting, presentation and negotiation skills while overcoming cultural, semantic and

technological barriers.

Category: application

11. Teams, Conflict and Organizational Behaviour

Learning Objective: Explain individual and group behaviour, team development, roles, norms, psychological safety and

workplace conflict; apply collaboration, negotiation and conflict-resolution techniques to diverse and virtual teams.
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Category: application

12. Coordination, Control and Performance Management

Learning Objective: Apply the control cycle, standards, key performance indicators, budgets, dashboards,

benchmarking, balanced scorecards, audits, corrective action and quality-management principles to improve

accountability and results.

Category: core

13. Change, Innovation and Crisis Management

Learning Objective: Use Lewin and Kotter change models, force-field analysis and resistance-management methods;

support innovation, organizational learning, business continuity and crisis response in uncertain environments.

Category: advanced

14. Digital Management, AI and the Future of Work

Learning Objective: Evaluate digital transformation, platform and remote-work practices, management information

systems, automation, data analytics and responsible AI, addressing cybersecurity, privacy, algorithmic bias, job

redesign and emerging managerial capabilities.

Category: contemporary

15. Integrated Managerial Practice and Professional Development

Learning Objective: Integrate planning, organizing, staffing, leadership and control through cases and simulations;

demonstrate ethical judgement, problem-solving, managerial reporting, employability skills and continuous

professional development.

Category: strategic
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Principles & Practice Of Management / Chapter 1

Chapter 1 Foundations and Evolution of Management

Chapter 1: Foundations and Evolution of Management

1. Introduction

Management is one of the most important activities in every organised society. Businesses, public institutions,

schools, hospitals, charities and community organisations all depend on management to convert resources into useful

results. Although management is often associated with senior executives, it is also performed by supervisors, team

leaders, entrepreneurs and employees who coordinate the work of others.

Modern managers operate in environments characterised by competition, technological change, workforce diversity,

regulation and social expectations. To manage effectively, they need more than technical knowledge. They must

understand how organisations function, how people behave, how decisions are made and how different management

theories can be applied in changing circumstances.

This chapter introduces the foundations of management and traces its development from early classical ideas to

contemporary approaches. It explains management terminology, functions, levels, roles and skills, and shows how

theories remain relevant to practical managerial work.

2. Learning Objectives

After studying this chapter, you should be able to:

1. Define management and distinguish it from administration, leadership and organisation.

2. Explain the functions, levels, roles and skills of managers.

3. Describe the fundamental principles and elements of management.

4. Compare classical, behavioural, quantitative, systems, contingency and contemporary management theories.

5. Apply management concepts to organisational situations.

6. Explain the significance of technology, ethics, governance and emerging trends in management.

7. Evaluate the advantages and limitations of major management approaches.

3. Meaning and Concept

Management is the process of planning, organising, leading and controlling organisational resources to achieve goals

efficiently and effectively. Efficiency concerns using resources carefully and avoiding unnecessary waste.

Effectiveness concerns achieving the intended objectives. An organisation can be efficient but ineffective if it performs

the wrong activities very economically. Conversely, it may be effective but inefficient if it reaches its goals at an

excessive cost.

The resources managed by an organisation include people, money, materials, equipment, information, time,

technology and relationships. Management therefore involves both human and technical activities. A manager must

decide what should be done, arrange resources, influence people to act and assess whether the desired results have

been achieved.
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Management is also a social process. Organisational goals are achieved through people, and managers must

communicate, motivate, negotiate, resolve conflict and build cooperation. It is not simply the exercise of authority.

Effective management combines knowledge, judgement, interpersonal ability and ethical responsibility.

Management and related concepts

An organisation is a deliberately coordinated group of people established to achieve a purpose. Management is the

process used to coordinate that group. Administration is sometimes used as a synonym for management, although it

may also refer more narrowly to policy formulation and institutional governance. Leadership is the process of

influencing people toward a shared purpose; management includes leadership but also involves planning, organising

and control. An entrepreneur identifies opportunities, accepts risk and creates or develops a venture, while a manager

may operate an established organisation or unit.

4. Fundamental Principles

Several principles provide a foundation for sound management.

Goal orientation

Management exists to achieve objectives. Goals provide direction, establish priorities and provide a basis for

evaluating performance. Effective goals should be clear, realistic, measurable where possible and linked to the

organisation?s purpose.

Efficiency and effectiveness

Managers must achieve results while using resources responsibly. This requires attention to productivity, quality, cost,

time and customer value. Efficiency without effectiveness produces activity without meaningful achievement.

Division of work and coordination

Specialisation allows individuals to develop expertise and perform tasks efficiently. However, specialisation can create

departmental isolation. Coordination is therefore necessary to ensure that separate activities contribute to common

objectives.

Authority and responsibility

Managers require authority to make decisions and allocate resources, but authority should be accompanied by

responsibility and accountability. Delegation does not remove the manager?s ultimate responsibility for results.

Unity and clarity of direction

Employees should understand organisational priorities and know whose instructions they are expected to follow.

Conflicting instructions create confusion, duplication and conflict.

Adaptability

No management method is universally appropriate. Organisations must respond to changes in markets, technology,

laws, stakeholder expectations and employee needs. Adaptability should be balanced with stability so that constant

change does not undermine performance.

Ethical conduct
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Management decisions affect employees, customers, investors, communities and the environment. Managers must

consider fairness, honesty, transparency, confidentiality, safety and social responsibility rather than focusing only on

short-term financial results.

5. Major Components / Elements

Levels of management

Most organisations have three broad management levels.

Top-level management establishes mission, strategy and major policies. Examples include chief executive officers,

managing directors and executive boards. These managers make decisions involving the organisation as a whole and

its long-term direction.

Middle-level management translates broad strategy into departmental plans and coordinates major functions.

Examples include regional managers, operations managers, finance managers and marketing managers. Middle

managers also communicate information between senior executives and operational employees.

First-line management supervises employees who perform the organisation?s operational work. Supervisors, section

heads and team leaders allocate daily tasks, monitor quality, solve immediate problems and support employees.

These levels are interconnected. A strategy developed by senior management cannot succeed unless middle

managers interpret it effectively and first-line managers implement it in daily operations.

Management functions

The traditional functions of management are planning, organising, leading and controlling.

Planning involves defining objectives and deciding in advance what actions, resources, schedules and standards are

required. Planning may be strategic, tactical or operational.

Organising involves arranging tasks, people, authority and resources. It includes designing jobs, grouping activities

into departments and establishing reporting relationships.

Leading involves influencing and supporting people so that they willingly contribute to organisational goals. It includes

communication, motivation, supervision, team building and conflict management.

Controlling involves establishing performance standards, measuring actual results, comparing results with standards

and taking corrective action. Control should support learning and improvement, not merely punish mistakes.

The functions are not isolated steps. Managers often plan while organising, lead while controlling and revise plans

when new information becomes available. Management is therefore a continuous and interrelated process.

Managerial roles

Henry Mintzberg grouped managerial roles into three categories. Interpersonal roles include figurehead, leader and

liaison. Informational roles include monitor, disseminator and spokesperson. Decisional roles include entrepreneur,

disturbance handler, resource allocator and negotiator.

For example, a branch manager may represent the organisation at a community event as a figurehead, coach

employees as a leader, explain new policy as a disseminator, approve a budget as a resource allocator and negotiate

with a supplier. These roles demonstrate that managerial work is varied, interactive and often interrupted.

Managerial skills
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Robert Katz identified three core managerial skills. Technical skill is knowledge of a specific job, process or profession.

It is especially important for first-line managers. Human skill is the ability to work effectively with individuals and

groups. It is essential at all management levels. Conceptual skill is the ability to understand the organisation as a

whole and see relationships among its parts. It becomes increasingly important at senior levels.

Managers also require analytical, communication, digital, decision-making, negotiation, financial and ethical

judgement skills. A technically competent manager may still fail if unable to communicate expectations or build trust.

6. Process / Framework / Methodology

A practical management framework can be expressed as a continuous cycle.

First, the manager diagnoses the situation by examining objectives, resources, constraints, stakeholders and

environmental conditions. Second, the manager establishes priorities and measurable objectives. Third, alternatives

are developed and evaluated. Fourth, resources, responsibilities and schedules are organised. Fifth, the manager

communicates expectations and leads implementation. Sixth, performance data are monitored and compared with

agreed standards. Finally, corrective action and learning are undertaken, after which the cycle begins again.

This framework resembles the plan-do-check-act cycle. It encourages evidence-based improvement rather than

one-time decision making. For example, a retail manager seeking to reduce customer waiting time may measure

current waiting times, set a target, redesign staff schedules, implement the change, review results and adjust the

process.

Managers should also identify stakeholders. Stakeholders are individuals or groups affected by organisational

decisions, such as employees, customers, owners, suppliers, regulators and local communities. Considering

stakeholder interests improves decision quality and reduces avoidable conflict.

7. Important Theories and Models

Classical management theory

Classical theory developed during industrialisation, when organisations became larger and work needed systematic

coordination.

Scientific management , associated especially with Frederick W. Taylor, sought to improve productivity through

systematic study of work. Taylor proposed analysing tasks, selecting and training workers scientifically, standardising

methods and linking rewards to performance. Frank and Lillian Gilbreth contributed motion studies and an interest in

reducing unnecessary effort.

Scientific management improved efficiency and helped establish work measurement, standard operating procedures

and systematic training. However, it can treat workers as mechanical inputs if applied rigidly. Excessive

standardisation may reduce autonomy, creativity and job satisfaction.

Administrative management , associated with Henri Fayol, focused on the work of managers and principles such as

division of work, authority, discipline, unity of command, unity of direction, equity and esprit de corps. Fayol?s work

remains influential because it explains management as a general organisational activity rather than merely a factory

task.

Bureaucratic management , associated with Max Weber, emphasised formal rules, hierarchy, division of labour,

written records and merit-based appointment. Bureaucracy can promote consistency, accountability and fairness. Its

weaknesses include red tape, slow decision making and resistance to innovation when rules become more important

than purpose.
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Behavioural management theory

The behavioural approach developed partly in response to the limitations of classical theory. The Hawthorne studies,

associated with Elton Mayo and colleagues, drew attention to social relationships, group norms, communication and

recognition. The research encouraged managers to consider the social and psychological dimensions of work.

Abraham Maslow proposed a hierarchy of needs, commonly presented as physiological, safety, social, esteem and

self-actualisation needs. Douglas McGregor contrasted Theory X, which assumes employees require close direction,

with Theory Y, which assumes people can be self-directed and seek responsibility under suitable conditions.

Behavioural theories emphasise motivation, participation, leadership, job satisfaction and informal groups. Their

practical value is substantial, although human behaviour is more complex than any single hierarchy or assumption can

represent.

Quantitative management theory

The quantitative approach applies mathematics, statistics and analytical models to managerial decisions. Operations

research, forecasting, inventory models, linear programming, scheduling and queuing theory can help managers

allocate scarce resources and improve processes.

For example, a transport company may use optimisation software to allocate vehicles and routes. A hospital may use

queuing analysis to schedule staff. Quantitative tools improve precision, but they depend on reliable data and realistic

assumptions. They cannot replace managerial judgement where values, emotions, politics or uncertainty are

significant.

Systems theory

Systems theory views an organisation as an open system that receives inputs from its environment, transforms those

inputs and produces outputs. Feedback enables the organisation to learn and adjust. Departments are subsystems,

and a change in one part can affect other parts.

For example, a decision to reduce procurement costs may affect material quality, production reliability, customer

satisfaction and employee workload. Systems thinking discourages managers from solving one problem in isolation

while creating another elsewhere.

Contingency theory

Contingency theory argues that the best management approach depends on the situation. The appropriate structure,

leadership style or control method may vary according to the task, technology, environment, employee capability and

organisational size.

A highly centralised structure may be appropriate during a crisis requiring rapid coordination, while a decentralised

structure may be better for innovation. A new employee may need clear direction, whereas an experienced

professional may perform better with autonomy. Contingency thinking prevents managers from applying universal

solutions without considering context.

Contemporary approaches

Contemporary management includes quality management, knowledge management, learning organisations,

stakeholder management, sustainability and agile methods.
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Total quality management promotes continuous improvement, customer focus, employee involvement and process

consistency. Lean management seeks to eliminate activities that do not create value. Knowledge management

involves creating, sharing and applying organisational knowledge. A learning organisation encourages reflection,

experimentation and adaptation.

Agile management uses short work cycles, frequent feedback, collaboration and responsiveness to changing

requirements. It is especially visible in software development but can also support marketing, product design and

service improvement.

Contemporary approaches do not make earlier theories irrelevant. Standardisation may still be useful for safety,

behavioural principles remain important for motivation, quantitative analysis improves decisions, and systems and

contingency perspectives help managers understand complexity.

8. Practical Applications

Management principles apply to many organisational activities. In human resource management, managers plan

workforce requirements, recruit suitable employees, design training and evaluate performance. In operations, they

coordinate materials, equipment, quality and schedules. In marketing, they analyse customer needs, develop value

propositions and coordinate promotional activities. In finance, they prepare budgets, evaluate investments and monitor

costs.

Management is also important in small businesses. An owner-manager may perform every management function:

setting sales targets, ordering stock, supervising staff, serving customers and reviewing cash flow. As the business

grows, responsibilities must be delegated and formal systems introduced.

Managers should match their approach to circumstances. A routine safety procedure may require strict

standardisation, while a product-development team may need experimentation and autonomy. The same organisation

may therefore use different approaches in different departments.

9. Examples

A restaurant manager uses planning to estimate demand, organising to assign kitchen and service roles, leading to

motivate staff during busy periods and controlling to review food costs and customer complaints. Scientific

management appears in standard recipes and workflow design. Behavioural management appears in recognition and

teamwork. Quantitative management appears in demand forecasting. Systems thinking connects suppliers, kitchen

operations, service quality and customer loyalty.

In a college, senior managers establish academic strategy, department heads coordinate programmes and lecturers

supervise learning activities. Effective management requires compliance with educational standards, support for staff,

careful use of budgets and attention to student needs.

10. Technology and Digital Applications

Digital technology has changed how managers plan, communicate, monitor and decide. Enterprise resource planning

systems integrate finance, inventory, procurement and operations. Customer relationship management systems

record customer interactions and support sales and service decisions. Project management platforms display tasks,

deadlines, responsibilities and progress.

Dashboards and business intelligence tools allow managers to examine key performance indicators in near real time.

Artificial intelligence can support forecasting, recruitment screening, customer service and anomaly detection, but its

outputs require human review. Collaboration platforms support remote and hybrid work, while cloud systems allow

teams to access information across locations.
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Digital management also creates risks. Poor data quality can produce misleading conclusions. Excessive monitoring

can damage trust and privacy. Cybersecurity failures can interrupt operations and expose confidential information.

Managers must therefore combine technological capability with data governance, security, transparency and ethical

judgement.

11. Strategic / Managerial Importance

Management is strategically important because it links organisational purpose with action. Good management helps

an organisation allocate scarce resources, respond to environmental change, build capable employees and create

value for stakeholders. It also improves resilience by encouraging risk assessment, scenario planning and learning.

Management quality influences productivity, employee commitment, innovation, customer satisfaction and financial

performance. Weak management can create unclear priorities, duplication, conflict, waste and unethical conduct even

when the organisation has excellent products or talented employees.

12. Detailed Case Study

Illustrative fictional case: Riverside Community Pharmacy

Background

Riverside Community Pharmacy is a fictional independent pharmacy employing one owner-manager, two

pharmacists, four pharmacy assistants and two delivery workers. It has served a local community for eight years. A

new digital competitor has begun offering home delivery and online prescription reminders.

Problem

Riverside is experiencing long queues, occasional stock-outs, employee frustration and declining repeat customers.

The owner-manager responds by personally approving every purchase and checking every operational decision.

Although this provides control, it delays decisions and overloads the owner.

Analysis

A classical analysis identifies unclear work procedures and excessive centralisation. A behavioural analysis identifies

low morale and limited employee involvement. A quantitative analysis suggests that sales and prescription data could

improve inventory forecasting. Systems thinking shows that supplier delays, ordering practices, staffing schedules and

customer communication are interconnected. Contingency theory indicates that routine activities should be

standardised, while service innovation should be delegated to capable employees.

Strategy / Solution

The manager establishes objectives to reduce average waiting time, lower stock-outs and improve customer

satisfaction. Standard procedures are introduced for stock checking and prescription collection. A simple digital

inventory system is implemented. Ordering authority is delegated to the senior pharmacist within agreed limits. Staff

are consulted about workflow problems and receive training. Weekly performance data are reviewed, including waiting

time, stock-outs, complaints and repeat orders. The manager also introduces a secure reminder and delivery service,

subject to privacy requirements.

Outcome

After three months, waiting times fall, stock-outs become less frequent and employees report greater involvement in

decisions. The owner-manager spends less time on routine approvals and more time developing partnerships with

local clinics. The digital system improves visibility, but staff continue to verify important information manually.
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Learning Points

The case demonstrates that no single theory solves every problem. Standardisation improved consistency,

behavioural practices improved commitment, quantitative information supported inventory decisions, systems thinking

prevented isolated solutions and contingency thinking guided delegation. Technology was useful because it supported

a clear management process rather than replacing managerial judgement.

13. Advantages / Benefits

Effective management provides direction, coordination and accountability. It improves the use of resources, supports

employee development and encourages innovation. It helps organisations identify risks, measure performance and

respond to customers. Good management can also create fairer workplaces by clarifying expectations, establishing

transparent procedures and providing opportunities for participation.

The study of management theories has additional benefits. It gives managers a vocabulary for analysing problems,

reveals the assumptions behind different practices and encourages informed rather than automatic decision making.

14. Limitations / Challenges

Management is difficult because objectives may conflict. Increasing quality may raise costs; rapid growth may reduce

control; employee autonomy may create inconsistency; and short-term financial demands may conflict with long-term

sustainability. Managers also make decisions with incomplete information and under time pressure.

Management theories have limitations. Classical theories may understate human needs, behavioural theories may

overgeneralise motivation, quantitative models may depend on questionable assumptions, and contemporary methods

may be adopted as fashionable labels without genuine organisational change. Managers must therefore evaluate

theories critically and adapt them to context.

15. Ethical and Governance Considerations

Ethical management requires honesty, fairness, respect, responsibility and concern for stakeholders. Managers

should avoid discrimination, harassment, bribery, conflicts of interest, misleading reporting and misuse of confidential

information. They should ensure that performance targets do not encourage unsafe or dishonest behaviour.

Governance concerns how organisations are directed, controlled and held accountable. It includes oversight by

boards or owners, internal controls, risk management, compliance, accurate reporting and protection of stakeholder

interests. Digital systems add responsibilities concerning privacy, cybersecurity, algorithmic bias and responsible use

of employee data.

Ethical leadership is demonstrated through decisions and systems, not only statements. Managers should reward

responsible conduct, provide safe channels for reporting concerns and investigate misconduct fairly.

16. Current and Emerging Trends

Important trends include hybrid and remote work, artificial intelligence, automation, data-driven decision making,

platform-based business models, sustainability and workforce diversity. Employees increasingly expect meaningful

work, flexibility, development and psychological safety. Customers and investors are also scrutinising environmental

and social performance.

Managers are therefore required to balance productivity with wellbeing, innovation with control and digital opportunity

with ethical responsibility. The growth of global and virtual teams makes cultural intelligence and inclusive

communication increasingly important.



ISBM DIGITAL LIBRARY  |  EDUCATIONAL RESOURCE 12

17. Best Practices

Managers should connect daily activities to clear organisational objectives. They should communicate expectations,

listen actively and provide constructive feedback. Decisions should be based on reliable evidence while recognising

human and ethical factors. Responsibilities should be delegated with appropriate authority and support.

Effective managers use simple, relevant performance measures rather than excessive reporting. They review results

regularly, learn from failures and improve processes. They also develop employees, encourage respectful

disagreement and adapt leadership style to the situation. Technology should be introduced to solve genuine problems,

with attention to training, security and user acceptance.

18. Future Scope

The future of management will involve greater collaboration between people and intelligent technologies. Routine

analysis and administration may become increasingly automated, while managers will focus more on judgement,

creativity, relationship building, ethics and change leadership. Organisations will need capabilities in sustainability,

cybersecurity, data literacy and continuous learning.

Future managers are unlikely to succeed through command alone. They will need to coordinate networks, influence

across organisational boundaries and create conditions in which diverse people can contribute. The foundational

theories in this chapter remain valuable because they provide principles that can be adapted to new circumstances.

19. Chapter Summary

Management is the process of achieving organisational objectives efficiently and effectively through planning,

organising, leading and controlling resources. Managers operate at top, middle and first-line levels and perform

interpersonal, informational and decisional roles. They require technical, human, conceptual, analytical,

communication and ethical skills.

Classical theories emphasise structure, efficiency and formal authority. Behavioural theories focus on motivation,

groups and leadership. Quantitative theory applies analytical tools, systems theory views organisations as

interconnected open systems, and contingency theory argues that practices should fit circumstances. Contemporary

approaches emphasise quality, learning, agility, knowledge, stakeholders and sustainability.

Management theories are not competing recipes that must be used exclusively. Their value lies in helping managers

understand situations, identify alternatives and make responsible decisions. Effective management combines

evidence, judgement, adaptability and ethical concern.

20. Key Terms

1. Accountability - The obligation to explain decisions and accept responsibility for results.

2. Administration - The coordination or governance of organisational activities and policies.

3. Authority - The legitimate power to make decisions and direct resources or activities.

4. Bureaucracy - A formal system based on hierarchy, rules, specialisation and written procedures.

5. Contingency theory - The view that management practices should fit the situation.

6. Controlling - Measuring performance and taking corrective action to achieve objectives.

7. Delegation - Assigning authority and responsibility for tasks to another person.
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8. Efficiency - Achieving results with minimum unnecessary use of resources.

9. Effectiveness - The extent to which desired objectives are achieved.

10. Leadership - Influencing people to pursue a shared purpose.

11. Management - Planning, organising, leading and controlling resources to achieve goals.

12. Managerial roles - Patterns of behaviour expected from managers in their work.

13. Organisation - A coordinated group of people established to achieve a purpose.

14. Planning - Deciding objectives and actions in advance.

15. Scientific management - An approach that applies systematic work analysis to improve productivity.

16. Stakeholder - A person or group affected by or able to affect an organisation.

17. Systems theory - An approach that views an organisation as an interconnected open system.

18. Technical skill - Knowledge of a specialised task, process or profession.

19. Total quality management - An organisation-wide commitment to customer satisfaction and continuous

improvement.

20. Contingency - A condition or circumstance that influences which management approach is appropriate.

21. Review Questions

Short Answer Questions

1. Define management and distinguish efficiency from effectiveness.

2. Identify the four traditional functions of management.

3. Explain the difference between top-level, middle-level and first-line management.

4. What are technical, human and conceptual skills?

5. State two features of systems theory.

Long Answer Questions

1. Discuss the contribution and limitations of scientific management.

2. Compare classical and behavioural management theories.

3. Explain the importance of planning, organising, leading and controlling as an integrated process.

4. Discuss how contingency theory can improve managerial decision making.

5. Evaluate the role of technology in contemporary management, including its ethical risks.

Analytical / Application Questions

1. A company has excellent production procedures but declining employee morale. Which management theories

would help explain the problem, and what actions should managers take?

2. A small retailer is considering an expensive digital inventory system. Using systems, quantitative and contingency

perspectives, analyse whether the investment is appropriate.
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3. A manager wants to improve performance by requiring approval for every employee decision. Analyse the likely

benefits and disadvantages, and recommend a more effective approach.

22. Multiple Choice Questions with Answers

Question 1

Which statement best describes management?

A. The process of achieving organisational goals through planning, organising, leading and controlling resources

B. The process of increasing sales without considering resource use

C. The exclusive responsibility of senior executives

D. The preparation of financial statements only

Correct Answer: A. The process of achieving organisational goals through planning, organising, leading and

controlling resources

Question 2

A supervisor who assigns daily tasks and checks operational quality is performing which level of management?

A. Top-level management

B. Middle-level management

C. First-line management

D. External governance

Correct Answer: C. First-line management

Question 3

Which example best demonstrates effectiveness rather than efficiency?

A. Reducing electricity use while producing the wrong product

B. Achieving the organisation?s customer-service target

C. Completing a task with fewer employees but missing the deadline

D. Reducing paperwork without improving results

Correct Answer: B. Achieving the organisation?s customer-service target

Question 4

A manager studies work methods, standardises tasks and links rewards to measured output. Which approach is being

applied?

A. Scientific management

B. Behavioural management

C. Systems theory
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D. Stakeholder theory

Correct Answer: A. Scientific management

Question 5

A manager involves employees in decisions because participation is expected to improve motivation and commitment.

This most clearly reflects which approach?

A. Bureaucratic management

B. Behavioural management

C. Quantitative management

D. Classical administrative management

Correct Answer: B. Behavioural management

Question 6

A hospital uses queueing analysis to determine the number of reception staff needed at different times. This is an

application of:

A. Quantitative management

B. Theory X

C. Bureaucratic management

D. Scientific selection

Correct Answer: A. Quantitative management

Question 7

A systems approach would most likely lead a manager to:

A. Optimise one department regardless of effects elsewhere

B. Treat the organisation as unrelated individual jobs

C. Examine how a change in one part affects the whole organisation

D. Reject feedback from the external environment

Correct Answer: C. Examine how a change in one part affects the whole organisation

Question 8

Which decision best illustrates contingency theory?

A. Using one leadership style in every situation

B. Choosing a more directive style for inexperienced employees and greater autonomy for experts

C. Applying rules without considering circumstances

D. Replacing judgement with a single mathematical formula
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Correct Answer: B. Choosing a more directive style for inexperienced employees and greater autonomy for experts

Question 9

Which activity is an example of the managerial informational role of disseminator?

A. Representing the organisation at a public event

B. Negotiating a supplier contract

C. Sharing important policy information with employees

D. Approving a departmental budget

Correct Answer: C. Sharing important policy information with employees

Question 10

What is the most appropriate managerial response when an AI dashboard produces a surprising performance result?

A. Accept the result automatically because it is digital

B. Ignore all technology permanently

C. Verify the data and combine the analysis with human judgement

D. Hide the result from stakeholders

Correct Answer: C. Verify the data and combine the analysis with human judgement
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Principles & Practice Of Management / Chapter 2

Chapter 2 Business Environment, Stakeholders and Managerial Responsibility

Chapter 2: Business Environment, Stakeholders and Managerial Responsibility

1. Introduction

No organization operates in isolation. Every business depends on customers, employees, suppliers, investors,

governments, communities, technologies and natural resources. These forces influence what an organization can do,

the risks it faces and the opportunities it can pursue. Managers therefore need more than technical knowledge of

production, finance or marketing. They must understand the environment in which the organization operates and

accept responsibility for the effects of managerial decisions.

The business environment includes internal conditions within the organization and external forces outside it. Internal

factors include organizational structure, resources, leadership, culture and employee capabilities. External factors

include economic conditions, laws, social expectations, technological developments, competitors and environmental

pressures. Some environmental forces can be controlled directly, while others can only be monitored and managed

through adaptation.

This chapter examines environmental analysis, stakeholder interests, organizational culture, globalization,

sustainability, corporate social responsibility, ethics and basic governance. These subjects are interconnected. For

example, a company?s response to climate change involves external environmental analysis, stakeholder

expectations, ethical judgment, corporate responsibility and governance systems.

2. Learning Objectives

After studying this chapter, students should be able to:

1. Explain the meaning and importance of the business environment.

2. Distinguish between internal and external environmental factors.

3. Identify and analyse organizational stakeholders.

4. Apply PESTLE and stakeholder analysis to managerial situations.

5. Explain organizational culture and its effect on performance.

6. Discuss globalization and its managerial implications.

7. Explain sustainability, corporate social responsibility and ethical management.

8. Describe basic corporate governance responsibilities.

9. Evaluate environmental and stakeholder issues in practical cases.

10. Recommend responsible and strategically appropriate managerial actions.

3. Meaning and Concept

The business environment is the total set of conditions, institutions, relationships and forces that influence an

organization?s decisions, operations and performance. It is dynamic rather than static. Customer preferences change,

technologies develop, regulations are amended and competitors introduce new products. Managers must therefore



ISBM DIGITAL LIBRARY  |  EDUCATIONAL RESOURCE 18

treat environmental analysis as a continuing process rather than a one-time exercise.

The environment has two broad dimensions. The internal environment consists of factors located within the

organization or substantially influenced by it. Examples include financial resources, human skills, production systems,

organizational culture, leadership style, policies and information systems. The external environment consists of forces

outside the organization. The immediate external environment includes customers, competitors, suppliers, regulators

and labour markets. The wider environment includes political, economic, social, technological, legal and ecological

influences.

Stakeholders are individuals or groups that affect, or are affected by, an organization?s activities. Employees expect

fair pay and safe working conditions. Customers expect value, quality and honest communication. Owners and

investors expect returns and responsible risk management. Governments expect legal compliance and taxes.

Communities may expect employment and protection from pollution. Stakeholder analysis helps managers recognize

these interests and consider their relative importance in decision-making.

Managerial responsibility refers to the obligation of managers to achieve organizational objectives while using

resources responsibly and considering the effects of decisions on stakeholders and society. It includes economic,

legal, ethical and, in many cases, social and environmental responsibilities.

4. Fundamental Principles

4.1 Organizations are open systems

An organization receives inputs such as materials, labour, capital, information and energy from its environment. It

transforms these inputs into goods or services and returns outputs to customers and society. Feedback from the

environment helps managers correct weaknesses and improve performance. An organization that ignores

environmental feedback may become inefficient or irrelevant.

4.2 Environmental forces are interdependent

External factors rarely operate separately. An increase in fuel prices may raise transport costs, increase consumer

prices, influence inflation and change customer demand. A new data-protection law may require investment in

technology, staff training and revised marketing practices. Managers should therefore examine relationships among

forces rather than treating each factor as isolated.

4.3 Change creates both opportunities and threats

A technological development may reduce the cost of production but also make existing skills or products obsolete.

Global trade can provide access to new markets while increasing competition. Effective managers do not merely react

to threats; they seek opportunities to innovate and create value.

4.4 Stakeholder interests should be balanced

Stakeholders do not always want the same outcomes. Investors may favour cost reduction, while employees may

seek higher wages. Customers may want low prices, while suppliers may seek higher prices. Responsible

management requires transparent reasoning, fair treatment and attention to both short-term and long-term effects.

4.5 Responsible conduct supports long-term performance

Legal compliance is the minimum standard of conduct. Organizations that also promote honesty, safety, fairness and

environmental responsibility are more likely to gain trust, retain employees and protect their reputation. Responsibility
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is therefore not only a moral issue; it is also relevant to organizational resilience and competitiveness.

4.6 Decisions should be evidence-based but ethically informed

Data, forecasts and financial analysis improve decision quality, but they do not determine what is right. A decision may

be profitable yet unacceptable if it exploits workers, deceives customers or creates serious environmental harm.

Managers must combine analysis with ethical judgment.

5. Major Components / Elements

5.1 Internal environment

The internal environment includes the organization?s mission, objectives, resources, structure, systems and culture.

Financial strength affects investment capacity. Human resources influence innovation and service quality. Structure

determines authority and coordination. Culture shapes how employees behave when policies do not provide a clear

answer.

Leadership is another major internal factor. Participative leaders may encourage ideas and commitment, while highly

centralized leadership may support quick decisions but limit employee involvement. Internal communication,

performance measurement and reward systems also influence behaviour.

5.2 External micro-environment

The micro-environment consists of groups that interact directly with the organization. Customers determine demand

and influence product design. Competitors affect prices, quality standards and innovation. Suppliers influence cost,

reliability and quality. Distributors and business partners affect market access. Financial institutions influence access

to capital. Labour markets affect recruitment and wage levels.

5.3 External macro-environment

The macro-environment includes broad forces that affect many organizations. PESTLE analysis examines political,

economic, social, technological, legal and environmental factors. These forces are discussed in greater detail below.

5.4 Organizational culture

Organizational culture is the shared pattern of values, beliefs, assumptions and expected behaviours that guides

members of an organization. Visible elements include language, ceremonies, office design and dress. Less visible

elements include assumptions about authority, risk, customers and ethical conduct.

A strong culture can create unity and commitment, but strength alone does not guarantee effectiveness. A culture that

rewards aggressive sales without regard to customer welfare may produce short-term results and long-term damage.

Managers must ensure that cultural values support organizational objectives and responsible conduct.

5.5 Globalization

Globalization is the increasing integration of markets, production, technology, finance and communication across

national boundaries. It enables organizations to source materials internationally, enter foreign markets and access

global talent. It also exposes firms to currency risk, cultural differences, political uncertainty, international competition

and complex supply chains.
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Global managers need cultural intelligence. A communication style accepted in one country may be viewed as

disrespectful in another. Managers must understand local laws, customs, negotiation practices and expectations

concerning employment and consumer protection.

5.6 Sustainability

Sustainability means meeting present needs without undermining the ability of future generations to meet their needs.

It involves economic viability, social well-being and environmental protection. Sustainable management may include

reducing waste, using energy efficiently, designing durable products, treating workers fairly and considering the entire

life cycle of a product.

5.7 Corporate social responsibility

Corporate social responsibility (CSR) refers to an organization?s responsibility for the social and environmental

consequences of its activities, beyond minimum legal requirements. CSR may include community development,

responsible sourcing, employee welfare, environmental programmes and transparent reporting. CSR should be

connected to genuine practices rather than used merely as promotional language.

6. Process / Framework / Methodology

A systematic environmental and stakeholder analysis can follow these steps.

Step 1: Define the decision or issue

Managers should state clearly what is being analysed. For example, the issue may be whether to enter a foreign

market, introduce electric vehicles or close an inefficient branch. A clear question prevents irrelevant information from

overwhelming the analysis.

Step 2: Identify internal capabilities and weaknesses

Managers should assess resources, skills, technology, finance, culture, processes and leadership. Useful questions

include: What does the organization do well? Where is it dependent on others? Which capabilities are difficult for

competitors to copy?

Step 3: Scan the external environment using PESTLE

Political factors include government stability, public policy, taxation and trade restrictions. Economic factors include

inflation, interest rates, unemployment, exchange rates and income levels. Social factors include demographics,

education, lifestyles, values and consumer attitudes. Technological factors include automation, digital platforms,

artificial intelligence and cybersecurity. Legal factors include employment law, competition law, consumer protection

and data regulation. Environmental factors include climate change, resource scarcity, pollution controls and extreme

weather.

The analysis should identify how each factor may create an opportunity or threat, its likely importance and the time

period over which it may have an effect.

Step 4: Identify stakeholders

Managers should list internal and external stakeholders, determine their interests and assess their power, legitimacy

and urgency. Employees may have high legitimacy and moderate power. A regulator may have high power and

legitimacy. A small community group may have limited formal power but significant moral legitimacy and the ability to
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influence public opinion.

Step 5: Assess stakeholder impact and conflict

Managers should ask who gains, who bears costs and whether any group is being unfairly disadvantaged. Conflicts

should be made explicit rather than hidden in financial assumptions.

Step 6: Develop strategic responses

Possible responses include adaptation, innovation, negotiation, risk reduction, partnership, compliance, investment or

withdrawal. Managers should compare alternatives using financial, operational, legal, ethical and sustainability criteria.

Step 7: Implement and communicate

A decision requires responsibilities, resources, timelines and performance indicators. Communication should explain

the reasons for the decision and how stakeholder concerns will be addressed.

Step 8: Monitor and review

Environmental conditions and stakeholder expectations change. Managers should monitor indicators, gather feedback

and revise plans when assumptions become inaccurate.

7. Important Theories and Models

7.1 PESTLE analysis

PESTLE is a framework for examining the macro-environment. Its value lies in encouraging broad thinking. It does not

predict the future automatically; it provides a structured basis for discussion and scenario planning.

7.2 Stakeholder theory

Stakeholder theory argues that organizations should create value for a broad range of stakeholders, not only

shareholders. It challenges the narrow view that managerial success is measured exclusively by short-term profit. The

theory does not mean that all interests can always be satisfied equally. It requires managers to recognize legitimate

interests and justify trade-offs.

7.3 Stakeholder salience model

The stakeholder salience model assesses stakeholders according to power, legitimacy and urgency. Stakeholders

possessing one attribute may be important; those possessing all three require particularly careful attention. The model

helps managers prioritize engagement while avoiding the assumption that less powerful groups are irrelevant.

7.4 Carroll?s pyramid of CSR

Carroll?s pyramid presents four responsibilities: economic, legal, ethical and philanthropic. Economic responsibility

involves being viable and producing value. Legal responsibility involves obeying laws. Ethical responsibility involves

doing what is fair and right even when not legally required. Philanthropic responsibility involves voluntary contributions

to communities. The categories overlap and should not be treated as completely separate.

7.5 Triple bottom line
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The triple bottom line evaluates performance through three dimensions: people, planet and profit. It encourages

managers to consider social and environmental outcomes alongside financial results. The model is useful, although

measurement of social and environmental outcomes can be difficult.

7.6 Open-systems perspective

The open-systems perspective views organizations as dependent on exchanges with their environments. It

emphasizes inputs, transformation, outputs and feedback. This model helps managers understand why organizational

performance depends on both internal efficiency and external relationships.

7.7 Ethical decision-making model

A practical ethical model involves identifying the facts, affected stakeholders, possible alternatives, relevant duties and

likely consequences. Managers should test decisions against fairness, rights, law, organizational values and

professional standards. They should also ask whether they would be comfortable if the decision became public.

8. Practical Applications

A retail manager considering a new store location can use PESTLE to examine planning regulations, local income,

population growth, online shopping trends, payment technology and environmental requirements. Stakeholder

analysis can identify customers, employees, landlords, local authorities, residents and suppliers.

A manufacturing manager facing pressure to reduce costs may examine whether cheaper inputs create safety, quality

or labour risks. Responsible action may involve supplier audits, longer-term contracts with reliable suppliers or

redesigning the product to reduce material use.

A human resource manager can use cultural analysis when introducing flexible work. Employees may value

autonomy, while managers may fear reduced control. Clear performance measures, communication and appropriate

digital tools can align these interests.

9. Examples

A food company that discovers contamination in a product must protect consumers before considering sales revenue.

It may recall the product, notify regulators, investigate the cause and communicate honestly. Although the recall

creates immediate costs, concealment could cause greater harm, legal liability and loss of trust.

A clothing business sourcing from overseas must consider not only price but also wages, working hours, workplace

safety, child labour risks and environmental practices. Supplier codes of conduct are useful, but independent

verification and corrective action are more credible than statements alone.

A bank introducing artificial intelligence for loan decisions should assess accuracy, privacy, cybersecurity and possible

discrimination. Managers must ensure human oversight and provide an explanation or appeal process for affected

customers.

10. Technology and Digital Applications

Digital technology strengthens environmental and stakeholder analysis. Business intelligence platforms can combine

sales, customer, supply-chain and market data to identify trends. Scenario tools can model the effects of inflation,

exchange-rate changes or supply disruption.

Customer relationship management systems help organizations record complaints, preferences and service

outcomes. Stakeholder engagement platforms can collect feedback from employees, customers and communities.
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Supply-chain technologies, including digital tracking and sensor systems, can improve visibility of product origins,

delivery conditions and environmental performance.

Technology also creates responsibilities. Organizations must protect personal data, control access to systems and

manage cybersecurity threats. Automated decisions may reproduce bias if training data are incomplete or

discriminatory. Digital tools should support managerial judgment rather than remove accountability. A manager

remains responsible for decisions made with the assistance of software or artificial intelligence.

11. Strategic / Managerial Importance

Environmental analysis improves strategic fit. An organization is more likely to succeed when its capabilities match

external opportunities and when it prepares for threats. Stakeholder management improves access to resources, trust

and cooperation. Employees are more committed when they believe that management is fair. Customers are more

loyal when product claims are reliable. Governments and communities are more supportive when the organization

behaves responsibly.

Responsible management also reduces risk. Ethical failures can result in fines, lawsuits, employee departures,

customer boycotts and reputational damage. Sustainability initiatives may reduce energy costs, improve innovation

and prepare the organization for future regulation. Culture is strategically important because it influences how plans

are implemented in daily behaviour.

12. Detailed Case Study

Illustrative Case: GreenBite Foods and Sustainable Packaging

#### Background

GreenBite Foods is a fictional medium-sized company producing prepared meals for supermarkets. Its sales have

grown rapidly, but most products are packaged in non-recyclable plastic. A major supermarket customer has

announced that suppliers must reduce packaging waste within two years. Customers and community organizations

are also criticizing the company?s environmental impact.

#### Problem

GreenBite must decide whether to replace its current packaging. Sustainable alternatives cost more, may affect

product shelf life and require changes in machinery. The company must balance profitability, food safety, customer

expectations, regulatory developments and environmental responsibility.

#### Analysis

A PESTLE analysis identifies possible environmental regulations on packaging, economic pressure from increased

material costs, social demand for environmentally responsible products, technological developments in compostable

materials and legal requirements concerning food safety and product labelling.

The principal stakeholders are owners, supermarket customers, final consumers, employees, packaging suppliers,

regulators, waste-management organizations and local communities. The supermarket has substantial purchasing

power. Consumers have market influence through buying decisions and public reviews. Regulators have legal

authority, while communities possess legitimate concerns about waste.

Internally, GreenBite has strong product-development staff but limited experience with alternative materials. Its culture

values cost control, although senior managers are increasingly concerned about reputation and long-term resilience.

#### Strategy / Solution
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The company establishes a cross-functional team involving production, purchasing, marketing, finance, quality

assurance and sustainability staff. It tests two recyclable materials and one compostable material. Rather than making

unverified environmental claims, it obtains independent evidence and uses clear labels explaining disposal

requirements.

GreenBite negotiates with suppliers for a phased price reduction and invests in machinery that can process the

preferred material. It introduces a pilot product range, measures customer response and monitors food safety, waste

reduction, cost and complaint levels. The board receives quarterly reports, and managers consult employees whose

work processes will change.

#### Outcome

The pilot increases packaging cost by 6 percent but reduces non-recyclable waste by 70 percent for the selected

products. The supermarket renews its contract, and customer satisfaction improves. After process improvements, the

cost difference falls to 3 percent. The company decides to expand the programme gradually while continuing to assess

material availability and disposal infrastructure.

#### Learning Points

The case demonstrates that environmental responsibility is connected with strategy, operations, stakeholder

relationships and governance. It also shows why managers should use evidence, pilots and measurable targets rather

than relying on unsupported claims. A responsible solution may involve short-term cost increases but create

longer-term commercial and reputational benefits.

13. Advantages / Benefits

Effective environmental and stakeholder management can:

- improve strategic decision-making;

- identify opportunities before competitors;

- reduce legal, operational and reputational risk;

- strengthen customer and employee trust;

- improve innovation and organizational learning;

- support access to finance and business partnerships;

- improve resource efficiency;

- strengthen organizational legitimacy; and

- promote long-term resilience.

14. Limitations / Challenges

Environmental analysis cannot remove uncertainty. Information may be incomplete, outdated or biased. PESTLE

categories may overlap, and managers may underestimate unexpected events. Stakeholder interests can conflict,

making compromise difficult. Some social and environmental outcomes are difficult to measure in financial terms.

CSR programmes may become symbolic if they are not integrated into operations. Sustainability claims may create

accusations of greenwashing when communication is stronger than actual performance. Global supply chains may be

difficult to monitor beyond first-tier suppliers. Organizational culture can resist change, especially when new

responsibilities threaten established incentives. Finally, managers may face pressure to prioritize short-term results
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over long-term responsibility.

15. Ethical and Governance Considerations

Ethical management requires honesty, fairness, respect for rights and avoidance of harm. Managers should not

mislead customers, manipulate performance information or hide material risks. Conflicts of interest should be

disclosed and managed. Employees should have safe working conditions, fair treatment and appropriate channels for

raising concerns.

Corporate governance is the system by which an organization is directed, controlled and held accountable. Basic

governance responsibilities include setting purpose and strategy, overseeing risk, ensuring reliable financial reporting,

monitoring legal compliance, protecting organizational assets and evaluating senior management. Boards or

governing bodies should exercise independent judgment and act in the organization?s legitimate interests.

Good governance requires clear authority, separation of duties and appropriate internal controls. For example, the

person approving a payment should not be the only person recording and reconciling it. Whistleblowing systems

should protect people who report misconduct in good faith. Governance should also address data protection,

cybersecurity, environmental commitments and stakeholder impacts.

16. Current and Emerging Trends

Important trends include the expansion of remote and hybrid work, increased use of artificial intelligence, stricter data

regulation, climate-related reporting and pressure for transparent supply chains. Consumers and investors

increasingly examine how organizations treat workers and manage environmental risks.

The circular economy is gaining attention. It seeks to reduce waste by designing products for durability, repair, reuse,

remanufacture and recycling. Organizations are also developing climate-resilience plans because extreme weather

can disrupt facilities, transport and supply.

Social expectations concerning diversity, equity and inclusion are influencing recruitment, leadership and customer

relationships. At the same time, misinformation and rapid online communication mean that reputational crises can

spread quickly. Managers must therefore combine operational preparedness with transparent communication.

17. Best Practices

Effective organizations commonly:

1. review their environment regularly rather than only during crises;

2. distinguish facts from assumptions and identify uncertainty;

3. connect environmental analysis with strategic objectives;

4. map stakeholders and engage them proportionately;

5. use measurable social, environmental and financial indicators;

6. align rewards with ethical and sustainable behaviour;

7. verify claims through reliable evidence;

8. train employees in ethics, compliance and responsible decision-making;

9. maintain strong internal controls and reporting channels; and

10. review outcomes and correct unintended consequences.



ISBM DIGITAL LIBRARY  |  EDUCATIONAL RESOURCE 26

Managers should document major assumptions, assign responsibility for action and ensure that stakeholder

engagement is meaningful. Consultation should not be used merely to create the appearance of participation while

decisions have already been made.

18. Future Scope

Future managers will need to operate in environments characterized by technological disruption, climate uncertainty,

geopolitical tension and changing social expectations. Environmental analysis will increasingly use real-time data,

predictive tools and scenario planning. However, technological capability will not replace the need for judgment,

empathy and accountability.

Sustainability is likely to move from a specialist activity into mainstream strategy, finance, procurement and

performance management. Organizations may be assessed more closely on their full value chains rather than on

direct operations alone. Managers who can integrate commercial objectives with ethical and environmental

responsibility will be better prepared to create durable value.

19. Chapter Summary

The business environment consists of internal and external forces affecting organizational decisions and performance.

Organizations are open systems that depend on resources, relationships and feedback from their environments.

PESTLE analysis provides a framework for examining political, economic, social, technological, legal and

environmental forces. Stakeholder analysis identifies groups affected by organizational decisions and helps managers

understand power, legitimacy, interests and conflict.

Organizational culture shapes behaviour and can either support or undermine strategy. Globalization creates

opportunities for markets and resources but also introduces cultural, political and supply-chain risks. Sustainability and

CSR require managers to consider social and environmental effects alongside financial performance. Ethical

management involves fairness, honesty and respect for rights, while governance provides systems of direction, control

and accountability. Responsible managers continuously scan the environment, engage stakeholders, evaluate

trade-offs and monitor outcomes.

20. Key Terms

1. Business environment: The internal and external conditions influencing an organization.

2. Internal environment: Resources, systems, culture and capabilities within an organization.

3. External environment: Forces outside the organization that affect its activities.

4. Stakeholder: A person or group that affects or is affected by an organization.

5. PESTLE analysis: A framework analysing political, economic, social, technological, legal and environmental factors.

6. Organizational culture: Shared values, beliefs and behavioural expectations within an organization.

7. Globalization: Increasing integration of economies, markets, technology and societies across countries.

8. Sustainability: Meeting present needs without compromising future generations? ability to meet theirs.

9. Corporate social responsibility: Responsibility for an organization?s social and environmental impacts.

10. Corporate governance: Systems through which an organization is directed, controlled and held accountable.

11. Stakeholder salience: The relative importance of a stakeholder based on power, legitimacy and urgency.
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12. Triple bottom line: Evaluation of performance through people, planet and profit.

13. Ethics: Principles concerning right and wrong conduct.

14. Greenwashing: Making misleading or unsupported claims about environmental performance.

15. Open system: An organization that exchanges resources, information and outputs with its environment.

16. Legitimacy: The perceived rightfulness or acceptability of an organization or stakeholder claim.

17. Internal control: A procedure designed to protect assets, ensure reliable information and reduce risk.

18. Circular economy: An economic approach emphasizing reduction, reuse, repair, remanufacture and recycling.

21. Review Questions

Short Answer Questions

1. What is meant by the business environment?

2. Identify the six elements of PESTLE analysis.

3. Define a stakeholder and provide two examples.

4. What is organizational culture?

5. Distinguish between CSR and corporate governance.

Long Answer Questions

1. Explain how internal and external environments influence managerial decision-making.

2. Discuss the usefulness and limitations of PESTLE analysis.

3. Explain stakeholder theory and how managers can handle stakeholder conflicts.

4. Discuss the relationship between globalization, sustainability and corporate responsibility.

5. Describe the basic governance responsibilities of a board or governing body.

Analytical / Application Questions

1. A manufacturing company is considering relocating production to a country with lower labour costs. Using PESTLE

and stakeholder analysis, identify the major issues management should examine.

2. A bank?s automated loan system rejects applications from one demographic group at a higher rate than others.

What ethical, technological and governance actions should managers take?

3. A retailer wants to advertise its products as ?100 percent green? without independent evidence. Evaluate the

proposal and recommend a responsible course of action.

22. Multiple Choice Questions with Answers

Question 1

A manager uses PESTLE analysis primarily to examine which aspect of an organization?

A. The personal traits of individual employees
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B. The broad external environment

C. The organization?s accounting entries only

D. The daily production schedule only

Correct Answer: B. The broad external environment

Question 2

Which stakeholder is most likely to have high legal power over a business?

A. A casual social-media follower

B. A competitor?s customer

C. A regulatory authority

D. A former employee with no current claim

Correct Answer: C. A regulatory authority

Question 3

A company changes its packaging after customers demand lower environmental impact. This best illustrates that

managers should:

A. Ignore social expectations until laws change

B. Consider stakeholder interests in decisions

C. Focus only on short-term production costs

D. Transfer all responsibility to suppliers

Correct Answer: B. Consider stakeholder interests in decisions

Question 4

Which example is an internal environmental factor?

A. Inflation

B. Government taxation

C. Organizational culture

D. Competitor pricing

Correct Answer: C. Organizational culture

Question 5

Under the triple bottom line, organizational performance is assessed through:

A. Sales, advertising and distribution

B. People, planet and profit

C. Price, promotion and product
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D. Planning, staffing and controlling

Correct Answer: B. People, planet and profit

Question 6

Which action most clearly demonstrates ethical responsibility beyond minimum legal compliance?

A. Hiding a product defect that is not yet illegal

B. Providing safe working conditions and honest product information

C. Paying taxes only when audited

D. Using misleading environmental claims

Correct Answer: B. Providing safe working conditions and honest product information

Question 7

What is a major risk of greenwashing?

A. It guarantees regulatory approval

B. It improves the accuracy of environmental reporting

C. It can mislead stakeholders and damage trust

D. It eliminates the need for sustainability investment

Correct Answer: C. It can mislead stakeholders and damage trust

Question 8

A board reviewing risk controls, financial reporting and senior management performance is performing a governance

role involving:

A. Accountability and oversight

B. Product packaging design only

C. Informal socialization

D. Consumer purchasing

Correct Answer: A. Accountability and oversight

Question 9

Why should managers review environmental analysis regularly?

A. Because environmental forces and stakeholder expectations change

B. Because internal resources never matter

C. Because analysis removes all uncertainty

D. Because strategy should not be linked to evidence

Correct Answer: A. Because environmental forces and stakeholder expectations change
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Question 10

A company entering a foreign market faces cultural differences, currency risk and new regulations. These issues

demonstrate that globalization:

A. Eliminates competition

B. Creates opportunities but also increases complexity and risk

C. Makes local laws irrelevant

D. Guarantees higher profits

Correct Answer: B. Creates opportunities but also increases complexity and risk
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Principles & Practice Of Management / Chapter 3

Chapter 3 Planning and Goal Setting

Chapter 3: Planning and Goal Setting

1. Introduction

Planning is one of the central functions of management. It provides direction by determining what an organisation

wants to achieve and how it will use its resources to achieve it. Without planning, managers and employees may work

hard but in different directions, duplicate activities, waste resources, and respond to problems only after they occur.

Planning connects organisational purpose with practical action.

In business management, planning is not limited to writing a formal document. It includes analysing the current

situation, forecasting future conditions, setting objectives, selecting strategies, allocating resources, implementing

decisions, and reviewing results. Goal setting gives planning a measurable focus. Together, planning and goal setting

help organisations coordinate people, control performance, manage uncertainty, and pursue continuous improvement.

Planning is required at every level. Senior managers formulate strategic plans, middle managers translate them into

departmental plans, and supervisors prepare operational plans for daily work. Effective planning therefore combines

long-term thinking with detailed and flexible action.

2. Learning Objectives

After studying this chapter, learners should be able to:

1. Explain the meaning, purpose, and importance of planning and goal setting.

2. Distinguish among strategic, tactical, operational, and contingency planning.

3. Apply the planning process to managerial and operational situations.

4. Explain forecasting, objectives, policies, procedures, programmes, and budgets.

5. Formulate effective SMART goals.

6. Describe Management by Objectives and its application.

7. Use appropriate technology to support planning and control.

8. Evaluate the benefits, limitations, ethical issues, and future trends associated with planning.

3. Meaning and Concept

Planning is the systematic process of deciding in advance what is to be done, why it is to be done, when it will be

done, how it will be done, and who will do it. It involves selecting a desired future state and determining the actions

and resources necessary to reach it.

A goal is a broad desired result, such as improving customer satisfaction. An objective is a more precise statement of

a result to be achieved within a specified period, such as increasing the customer satisfaction score from 82 to 88 per

cent by the end of the financial year. Goals provide general direction, whereas objectives provide measurable targets.

Planning may be formal or informal. A small business owner may make informal plans based on experience, while a

large organisation may use approved strategic plans, budgets, schedules, risk registers, and performance
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dashboards. Both forms involve decisions about the future, but formal planning improves coordination, accountability,

and communication.

Planning is also a continuous management activity. Managers must compare actual conditions with assumptions,

learn from results, and revise plans when circumstances change. A plan should provide discipline without becoming

so rigid that it prevents sensible adaptation.

4. Fundamental Principles

Several principles improve the quality of planning.

Contribution to objectives: Every plan should support organisational or departmental objectives. Activities that cannot

be connected to a meaningful objective should be questioned.

Primacy of planning: Planning precedes organising, staffing, leading, and controlling because these functions depend

on decisions about priorities and expected results.

Realism: Plans should be ambitious but achievable. They must be based on reliable information, available resources,

and reasonable assumptions.

Participation: People who implement a plan should, where possible, contribute to its development. Participation

improves information quality, commitment, and understanding.

Flexibility: Plans should allow for changes in technology, customer demand, regulations, competition, and economic

conditions.

Coordination: Objectives and activities at different organisational levels must fit together. Departmental plans should

not conflict with corporate priorities.

Efficiency and economy: Planning should seek the best results from available time, money, people, and materials. The

cost of planning should not exceed its value.

Continuity: Planning is not a once-a-year exercise. It is reviewed as new information becomes available.

Accountability: Responsibilities, deadlines, authority, and performance indicators should be clearly assigned.

5. Major Components / Elements

Mission, vision, and values

The mission explains the organisation?s fundamental purpose and customers. The vision describes the desired future

position. Values establish principles that guide decisions and behaviour. For example, a healthcare organisation may

value safety, dignity, accessibility, and professional integrity.

Environmental analysis

Managers examine internal strengths and weaknesses and external opportunities and threats. A SWOT analysis is a

simple framework for organising this information. More detailed analysis may include competitors, customers,

suppliers, laws, technology, economic conditions, and social trends.

Forecasting

Forecasting estimates future conditions using historical data, expert judgement, market research, and statistical

methods. Sales forecasts, cash-flow forecasts, staffing forecasts, and demand forecasts help managers make
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informed decisions. Forecasts are not guarantees; they are assumptions with varying levels of confidence.

Objectives

Objectives state the results that the organisation intends to achieve. Effective objectives identify the expected

outcome, measurement method, time period, and responsible party.

Strategies

A strategy is a broad approach for achieving objectives. If a retailer wants to increase market share, possible

strategies include lower prices, superior service, product differentiation, online expansion, or entry into a new market.

Policies

A policy is a general guideline that directs decision-making. A recruitment policy may state that vacancies must be

advertised fairly and selection must be based on job-related criteria. Policies provide consistency while allowing

managers some discretion.

Procedures and rules

A procedure describes the sequence of steps for performing an activity. A customer complaint procedure may specify

receiving the complaint, recording details, investigating the issue, responding to the customer, and closing the case. A

rule is a specific instruction, such as requiring protective equipment in a production area.

Programmes and schedules

A programme combines related activities, resources, responsibilities, and deadlines. A project to introduce a new

information system may include software selection, data migration, training, testing, and implementation. A schedule

places activities in a time sequence.

Budgets

A budget is a quantified plan, usually expressed in financial terms. Budgets may cover sales, operating expenses,

capital expenditure, cash, labour, or production. They allocate resources and provide a basis for control by comparing

planned and actual performance.

Controls and performance indicators

A control system establishes standards, measures actual performance, compares results with standards, and initiates

corrective action. Key performance indicators (KPIs) may include delivery time, defect rate, employee turnover,

customer retention, profitability, or energy consumption.

6. Process / Framework / Methodology

A practical planning process consists of the following stages.

Step 1: Clarify purpose and desired results

Managers begin by reviewing the mission, vision, values, and higher-level objectives. They identify the problem or

opportunity and define what success should look like.
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Step 2: Analyse the current situation

Relevant internal and external information is collected. Managers should distinguish facts from assumptions and

identify constraints such as budget limits, legal requirements, skills shortages, or capacity limitations.

Step 3: Forecast future conditions

Managers estimate likely demand, costs, competitor actions, technological developments, and risks. Because

forecasts are uncertain, planners should consider alternative scenarios rather than relying on one prediction.

Step 4: Set objectives

Objectives are prioritised and expressed in measurable terms. For example, ?reduce average order-processing time

from 48 hours to 24 hours by 30 September? is more useful than ?improve efficiency.?

Step 5: Develop alternatives

Managers identify different ways of achieving the objectives. Alternatives should be compared according to cost,

benefits, feasibility, risks, timing, ethical implications, and impact on stakeholders.

Step 6: Select a course of action

The preferred option is selected, while assumptions and reasons for the decision are documented. In complex

decisions, a pilot project may be used before full implementation.

Step 7: Prepare supporting plans

The main plan is translated into budgets, policies, procedures, schedules, staffing arrangements, communication

plans, and risk responses.

Step 8: Implement the plan

Implementation requires assigning responsibility, providing authority and resources, communicating expectations, and

monitoring progress. A plan that is not implemented has no practical value.

Step 9: Monitor and control

Actual results are compared with targets. Variances are investigated rather than automatically blamed on individuals.

Managers determine whether corrective action, additional resources, or a change in the plan is required.

Step 10: Review and learn

At the end of a planning cycle, managers evaluate outcomes, assumptions, costs, and lessons learned. This

information improves the next cycle of planning.

7. Important Theories and Models

Levels of planning

Strategic planning concerns the organisation as a whole and usually covers several years. It addresses purpose,

competitive position, major investments, and long-term direction. Tactical planning translates strategy into
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departmental or functional actions, often over one to three years. Operational planning focuses on daily and weekly

activities, procedures, staffing, schedules, and immediate outputs.

SMART objectives

The SMART model states that an objective should be:

- Specific: clearly identifies what is to be achieved;

- Measurable: has an indicator or evidence of achievement;

- Achievable: is realistic given resources and constraints;

- Relevant: supports important organisational priorities;

- Time-bound: includes a deadline or time period.

For example, ?increase the proportion of online orders delivered within two days from 75 per cent to 90 per cent by the

end of the second quarter? is a SMART objective.

Management by Objectives

Management by Objectives (MBO), associated with Peter Drucker, is a system in which managers and employees

jointly agree on objectives, develop action plans, monitor progress, and evaluate performance against agreed results.

MBO encourages participation and links individual work to organisational objectives. It works best when objectives are

clear, resources are adequate, feedback is regular, and evaluation is not based on numbers alone.

Goal-setting theory

Edwin Locke and Gary Latham?s goal-setting theory proposes that specific and challenging goals generally produce

better performance than vague or easy goals, provided individuals accept them and receive feedback. Goals should

be difficult enough to encourage effort but not so unrealistic that they create frustration or unethical behaviour.

Scenario and contingency planning

Scenario planning explores several plausible futures rather than predicting one exact future. Contingency planning

prepares predetermined responses to significant disruptions. For example, a business may plan alternative suppliers,

remote-work arrangements, emergency communications, and cash-preservation measures in case of a major supply

interruption.

Balanced Scorecard

The Balanced Scorecard evaluates performance from several perspectives: financial results, customers, internal

processes, and learning and growth. It prevents managers from focusing only on short-term profit and encourages

attention to capabilities and stakeholder outcomes.

8. Practical Applications

A manufacturing supervisor may use an operational plan to schedule shifts, inspect equipment, order materials, and

meet weekly production targets. A marketing manager may prepare a campaign plan identifying the target market,

message, media, budget, milestones, and conversion targets. A human resource manager may plan recruitment

based on forecast vacancies and required competencies.
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In a service organisation, planning may focus on capacity and customer experience. A hotel forecasts occupancy,

schedules employees, prepares room-cleaning procedures, and establishes service-quality standards. In a small

enterprise, planning can be simple but should still identify priorities, cash requirements, responsibilities, and risks.

Planning is also essential for projects. A project plan defines scope, deliverables, activities, dependencies, resources,

milestones, risks, and acceptance criteria. Poor planning may result in scope creep, cost overruns, missed deadlines,

and conflict among stakeholders.

9. Examples

A café experiencing long queues may set the objective of reducing average waiting time from ten minutes to six

minutes within eight weeks. The manager may analyse peak demand, redesign the workflow, cross-train employees,

introduce digital ordering, and monitor waiting-time data weekly.

A distributor expecting seasonal demand may forecast sales using previous years? data, customer orders, and market

information. It may prepare a base plan, a high-demand plan, and a low-demand plan. This allows inventory and

staffing decisions to be adjusted as information improves.

A university department seeking better student retention may establish a policy for early identification of at-risk

students, a procedure for academic advising, a budget for tutoring, and KPIs such as attendance, assessment

completion, and progression rates.

10. Technology and Digital Applications

Digital tools support planning by improving access to information and collaboration. Spreadsheet software is useful for

budgets, forecasts, sensitivity analysis, and schedules. Project-management systems provide task assignments,

deadlines, dependencies, notifications, and progress reports. Enterprise resource planning systems connect finance,

purchasing, inventory, production, and human resources.

Business-intelligence dashboards can present KPIs in near real time. Data analytics and forecasting tools can identify

demand patterns, customer behaviour, and operational bottlenecks. Artificial intelligence may support scenario

analysis, capacity planning, and prediction, but managers must validate data quality and assumptions.

Cloud platforms enable distributed teams to share plans and update information. Digital applications also create risks,

including cybersecurity threats, unauthorised access, privacy violations, algorithmic bias, and excessive dependence

on automated recommendations. Technology should support managerial judgement rather than replace

accountability.

11. Strategic / Managerial Importance

Planning gives organisations direction and reduces random decision-making. It improves resource allocation by

connecting spending and staffing decisions to priorities. It supports coordination because employees understand how

their work contributes to broader results. Planning also creates standards for control and makes performance

discussions more objective.

Effective planning strengthens risk management. By considering alternative futures and preparing responses,

organisations become more resilient. It can also improve innovation because teams have a structured way to evaluate

opportunities and allocate resources to experimentation.

At the managerial level, planning develops analytical thinking, prioritisation, communication, negotiation, and

decision-making skills. However, planning must not become an excuse for delay. Managers must balance analysis

with timely action.
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12. Detailed Case Study

The following is a fictional case for illustration.

Background

FreshRoute is a medium-sized grocery delivery business. Its sales grew rapidly, but customer complaints increased.

The company promised next-day delivery, yet only 76 per cent of orders met the promise. Employees often worked

overtime, and delivery costs were rising.

Problem

The managing director initially proposed purchasing more delivery vehicles. However, managers lacked reliable

information about demand by location, warehouse processing times, driver capacity, and failed deliveries. The

company also had no shared objectives or formal review process.

Analysis

A planning team collected eight weeks of order and delivery data. It discovered that demand was concentrated in three

geographic zones and that delays occurred mainly during evening peaks. Orders were frequently released to drivers

before items had been fully checked. The cost analysis showed that buying vehicles would not solve the warehouse

bottleneck.

The team prepared a SWOT analysis. Strengths included a loyal customer base and good supplier relationships.

Weaknesses included inconsistent scheduling and poor data integration. An opportunity existed to introduce time-slot

pricing. Threats included new competitors and rising fuel costs.

Strategy / Solution

FreshRoute adopted the following SMART objectives for the next six months:

1. Increase next-day delivery performance from 76 per cent to 94 per cent.

2. Reduce average order-processing time by 25 per cent.

3. Reduce cost per delivery by 10 per cent without reducing employee safety.

The company introduced a digital order dashboard, created standard warehouse procedures, and scheduled staff

according to forecast demand. It used delivery zones and time slots to balance capacity. Managers established a

weekly review meeting and a contingency plan involving temporary courier capacity during exceptional peaks.

Employees participated in setting targets and identifying workflow improvements.

Outcome

After six months, next-day delivery performance reached 93 per cent, processing time fell by 29 per cent, and cost per

delivery declined by 8 per cent. The final cost target was not fully achieved because fuel prices increased, but

customer complaints fell substantially. Management decided to retain the planning cycle and review objectives

quarterly.

Learning Points

The case shows that planning should begin with diagnosis rather than an attractive but untested solution. Objectives

must be measurable, linked to resources, and reviewed regularly. Participation improves implementation, while digital
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information is valuable only when it supports sound processes and decisions. Contingency planning helps an

organisation respond to demand variation without abandoning its main objectives.

13. Advantages / Benefits

Planning provides direction, clarifies priorities, coordinates activities, improves resource use, supports forecasting, and

establishes performance standards. It reduces avoidable uncertainty and encourages proactive rather than purely

reactive management. Goal setting can increase motivation by clarifying expectations and providing evidence of

progress. Formal plans also improve communication with employees, investors, lenders, regulators, and other

stakeholders.

14. Limitations / Challenges

Plans are based on assumptions that may prove incorrect. Excessive detail can consume time and reduce flexibility.

Poor-quality data can produce misleading forecasts, while unrealistic objectives can damage morale. Managers may

create plans that are never implemented or may focus on easily measured results while neglecting quality,

relationships, and long-term capability.

Planning can also encourage rigidity, departmental conflict, and short-term behaviour. Employees may manipulate

figures or ignore important work to meet narrow targets. Participation may be limited by power differences, and digital

systems may create an illusion of accuracy. These problems require critical review, open communication, and

balanced measures.

15. Ethical and Governance Considerations

Planning decisions affect employees, customers, communities, suppliers, and the environment. Managers should

consider fairness, safety, privacy, accessibility, sustainability, and legal compliance. Objectives should not encourage

discrimination, misleading reporting, unsafe workloads, or exploitation of suppliers.

Good governance requires clear authority, documented assumptions, reliable reporting, segregation of duties, and

appropriate approval of budgets. Forecasts and performance results should be presented honestly, including material

risks and uncertainty. Personal data used in planning must be collected lawfully, protected securely, and retained only

as necessary. Managers remain accountable for decisions even when software or artificial intelligence contributes to

analysis.

16. Current and Emerging Trends

Planning is becoming more data-driven, collaborative, and continuous. Organisations increasingly use rolling forecasts

instead of relying only on fixed annual budgets. Agile planning divides work into shorter cycles, allowing frequent

feedback and adjustment. Scenario modelling is becoming more important because of climate risks, geopolitical

uncertainty, supply-chain disruption, and rapid technological change.

Remote and hybrid work require digital coordination, outcome-based objectives, and attention to employee wellbeing.

Sustainability planning increasingly includes carbon emissions, circular production, responsible sourcing, and social

impact. Artificial intelligence may improve forecasting, but transparency, human oversight, and bias controls will

remain essential.

17. Best Practices

Managers should connect every major activity to a clear objective, use reliable and relevant data, involve the people

responsible for implementation, and communicate plans in understandable language. Objectives should be limited in
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number, prioritised, and supported by resources. Plans should identify assumptions, risks, dependencies, owners,

milestones, and indicators.

Managers should review progress regularly, investigate variances constructively, and revise plans when evidence

changes. A combination of financial and non-financial measures is preferable. Contingency plans should be tested,

not merely filed. Finally, managers should evaluate not only whether targets were achieved, but also how they were

achieved.

18. Future Scope

The future of planning will involve greater integration of real-time data, predictive analytics, digital twins, automation,

and collaborative platforms. Organisations may be able to simulate operational changes before investing in them.

Planning will also need to address climate adaptation, responsible artificial intelligence, changing employment

patterns, and stakeholder expectations.

Despite technological development, the human dimensions of planning will remain important. Judgement, ethical

reasoning, creativity, communication, and the ability to interpret ambiguous conditions cannot be reduced entirely to

algorithms. Future managers will need both digital literacy and the capacity to challenge digital outputs responsibly.

19. Chapter Summary

Planning is the systematic process of deciding desired results and the actions required to achieve them. It includes

environmental analysis, forecasting, objective setting, strategy selection, resource allocation, implementation, control,

and review. Plans exist at strategic, tactical, and operational levels. Policies guide decisions, procedures describe

activities, programmes coordinate related work, and budgets quantify resource requirements.

SMART objectives improve clarity, MBO links individual and organisational objectives, goal-setting theory explains the

motivational value of specific and challenging goals, and contingency planning prepares organisations for uncertainty.

Digital tools strengthen forecasting, collaboration, and monitoring but require careful attention to data quality, privacy,

security, and human accountability. Effective planning is realistic, participative, flexible, ethical, measurable, and

continuously reviewed.

20. Key Terms

1. Planning: Deciding in advance what is to be achieved and how it will be achieved.

2. Goal: A broad desired result.

3. Objective: A specific result to be achieved within a defined period.

4. Forecasting: Estimating future conditions using information and analytical methods.

5. Strategy: A broad approach for achieving important objectives.

6. Policy: A guideline that directs managerial decisions.

7. Procedure: A sequence of steps for carrying out an activity.

8. Rule: A specific instruction requiring or prohibiting an action.

9. Programme: A coordinated set of activities directed towards a result.

10. Budget: A quantified plan for income, expenditure, resources, or activities.

11. KPI: A key performance indicator used to measure progress or results.
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12. Strategic planning: Long-term planning for the organisation as a whole.

13. Operational planning: Short-term planning for routine activities and outputs.

14. SMART objective: An objective that is specific, measurable, achievable, relevant, and time-bound.

15. MBO: Management by Objectives, involving jointly agreed objectives and performance review.

16. Contingency plan: A prepared response to a possible disruption or unexpected event.

17. Scenario planning: Examining several plausible future conditions.

18. Variance: The difference between planned and actual performance.

19. SWOT analysis: Analysis of strengths, weaknesses, opportunities, and threats.

20. Balanced Scorecard: A performance framework covering financial, customer, internal-process, and learning

perspectives.

21. Review Questions

Short Answer Questions

1. Define planning and explain why it is a continuous management activity.

2. Distinguish between a goal and an objective.

3. What are the five elements of a SMART objective?

4. Explain the difference between a policy and a procedure.

5. What is the purpose of a contingency plan?

Long Answer Questions

1. Explain the stages of the planning process and illustrate each stage with a business example.

2. Compare strategic, tactical, and operational planning.

3. Discuss the role of forecasting, budgets, and KPIs in managerial control.

4. Explain Management by Objectives and goal-setting theory, including their benefits and limitations.

5. Evaluate the contribution and risks of digital technology in planning.

Analytical / Application Questions

1. A retailer has rising stockouts and excess inventory at the same time. Apply the planning process to diagnose the

problem and propose objectives, actions, and controls.

2. A business wants to reduce costs by 15 per cent within three months, but employees fear that safety and service

quality will suffer. Assess the objective and redesign it using ethical and balanced planning principles.

3. A company depends on one overseas supplier and faces possible transport disruption. Develop a

contingency-planning framework covering scenarios, responsibilities, resources, communication, and review.

22. Multiple Choice Questions with Answers
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Question 1

Which statement best describes planning?

A. Recording past performance without making decisions

B. Deciding in advance what is to be achieved and how it will be achieved

C. Delegating all decisions to employees

D. Measuring performance after an activity is completed

Correct Answer: B. Deciding in advance what is to be achieved and how it will be achieved

Question 2

Which objective is most clearly SMART?

A. Improve customer service soon

B. Become the best retailer in the region

C. Increase on-time deliveries from 80% to 92% by 30 June

D. Work harder to reduce complaints

Correct Answer: C. Increase on-time deliveries from 80% to 92% by 30 June

Question 3

What is the main purpose of a policy?

A. To provide a general guideline for decisions

B. To list every step in a routine task

C. To forecast future sales

D. To calculate employee wages

Correct Answer: A. To provide a general guideline for decisions

Question 4

A manager prepares alternative suppliers in case the current supplier fails. This is an example of:

A. Operational control

B. Contingency planning

C. Job enlargement

D. Financial auditing

Correct Answer: B. Contingency planning

Question 5

Which activity is most characteristic of strategic planning?
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A. Preparing tomorrow?s employee schedule

B. Ordering routine office supplies

C. Determining the organisation?s long-term market direction

D. Checking today?s cash receipts

Correct Answer: C. Determining the organisation?s long-term market direction

Question 6

In Management by Objectives, employees and managers typically:

A. Avoid setting measurable targets

B. Jointly agree on objectives and review performance

C. Focus only on financial budgets

D. Replace all policies with informal decisions

Correct Answer: B. Jointly agree on objectives and review performance

Question 7

A budget is best described as:

A. A quantified plan for resources and activities

B. A statement of organisational values

C. A list of competitors

D. A legal contract with every customer

Correct Answer: A. A quantified plan for resources and activities

Question 8

Why should forecasts be treated cautiously?

A. They are always based on opinion and have no value

B. They describe guaranteed future results

C. They are estimates based on assumptions that may change

D. They eliminate the need for managerial judgement

Correct Answer: C. They are estimates based on assumptions that may change

Question 9

A difference between planned sales and actual sales is called a:

A. Vision

B. Variance

C. Procedure
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D. Mission

Correct Answer: B. Variance

Question 10

Which action best demonstrates effective planning?

A. Setting targets without assigning resources

B. Using one forecast regardless of changing conditions

C. Reviewing results and revising actions when evidence changes

D. Avoiding employee participation to save time

Correct Answer: C. Reviewing results and revising actions when evidence changes
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Principles & Practice Of Management / Chapter 4

Chapter 4 Strategy and Competitive Management

Chapter 4: 4. Strategy and Competitive Management

1. Introduction

Organisations operate in environments characterised by competition, technological change, changing customer

expectations, economic uncertainty and regulatory pressures. Sound management therefore requires more than the

efficient supervision of daily activities. Managers must also decide where the organisation should compete, how it will

create value, what resources it requires and how it will respond to changes in its environment. These concerns form

the subject of strategic and competitive management.

Strategic management is the systematic process through which an organisation establishes its direction, analyses its

environment, formulates strategies, implements decisions and evaluates results. Competitive management focuses

particularly on how an organisation can achieve and maintain an advantageous position relative to rivals. Although

strategy is often associated with large corporations, its principles are equally relevant to small businesses, non-profit

organisations, public institutions and entrepreneurial ventures.

This chapter explains the main levels, principles, models and processes of strategic management. It also

demonstrates how tools such as mission and vision statements, SWOT analysis, competitive analysis and

performance evaluation can be applied to practical business situations.

2. Learning Objectives

By the end of this chapter, students should be able to:

1. Define strategic management and explain its relationship with competitive management.

2. Distinguish among corporate-level, business-level and functional-level strategies.

3. Explain the purposes of mission, vision, objectives and organisational values.

4. Analyse internal and external business environments using appropriate frameworks.

5. Apply SWOT analysis and Porter?s Five Forces to basic business cases.

6. Describe the stages of strategy formulation, implementation and evaluation.

7. Explain the role of leadership, structure, resources and organisational culture in implementation.

8. Evaluate strategic alternatives using practical managerial criteria.

9. Identify ethical, governance and sustainability issues in strategic decisions.

10. Recommend an appropriate strategy for a small or medium-sized enterprise.

3. Meaning and Concept

Strategy is a long-term direction or pattern of decisions intended to achieve organisational objectives and create value.

It involves choices about markets, customers, products, services, resources and methods of competing. Strategy is

not simply a plan written in a document. It is also a set of priorities that guides decisions when resources are limited

and circumstances change.
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Strategic management is the continuing process of analysing the organisation and its environment, making strategic

choices, putting those choices into action and learning from the results. It connects an organisation?s purpose with its

operations. For example, a food retailer whose purpose is to provide affordable healthy meals may choose local

sourcing, efficient distribution, a limited product range and digital ordering as mutually reinforcing strategic decisions.

Competitive management concerns the achievement of superior performance in comparison with competitors.

Competitive advantage exists when an organisation creates greater value for customers than rivals do, or creates

comparable value at a lower cost. Advantage may arise from low prices, superior quality, innovation, convenience,

strong relationships, reputation, specialist knowledge or a combination of these factors.

Strategic management should be distinguished from operational management. Operational management concentrates

on the effective performance of current activities, such as scheduling employees or controlling inventory. Strategic

management considers broader questions, such as whether the organisation should enter a new market or change its

business model. Both are necessary: a good strategy poorly executed will fail, while efficient operations without a

suitable strategy may merely improve an organisation?s ability to move in the wrong direction.

4. Fundamental Principles

Several principles provide a foundation for effective strategic management.

Direction and purpose: Decisions should be connected to a clear purpose and desired future state. Without direction,

departments may pursue conflicting priorities.

Environmental fit: A strategy must reflect external conditions and the organisation?s internal capabilities. A technically

attractive opportunity may be unsuitable if the organisation lacks finance, skills or distribution capacity.

Value creation: Strategy should explain how value will be created for customers and other stakeholders while

producing sustainable returns for the organisation.

Choice and trade-offs: Resources are scarce. A strategy requires decisions about what the organisation will do and,

equally importantly, what it will not do. Attempting to serve every customer and meet every need can produce an

unclear market position.

Consistency: Activities should reinforce one another. A low-cost strategy, for example, is weakened by unnecessary

product variety and expensive service features unless these are carefully controlled.

Flexibility and learning: Plans are based on assumptions. Managers must monitor evidence, revise assumptions and

adapt when conditions change.

Stakeholder responsibility: Strategic decisions affect employees, customers, suppliers, communities, owners and the

natural environment. Long-term success requires attention to legitimate stakeholder interests.

Implementation orientation: A strategy has little value unless it is translated into responsibilities, budgets, processes,

incentives and measurable objectives.

5. Major Components / Elements

Mission, vision and values

A mission statement explains the organisation?s fundamental purpose, principal activities and intended beneficiaries.

It answers questions such as: Why do we exist? Whom do we serve? What value do we provide? A mission should be

sufficiently broad to allow development but sufficiently specific to guide decisions.
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A vision describes the desired future position of the organisation. It provides aspiration and direction. For example, a

small logistics company might state a vision of becoming the most trusted same-day delivery provider for regional

businesses.

Values are principles that guide behaviour and decision-making. Examples include integrity, customer focus,

innovation, inclusion and environmental responsibility. Values become meaningful when they are reflected in

recruitment, performance management and managerial conduct.

Objectives and targets

Objectives convert direction into results that can be pursued and assessed. Effective objectives are specific,

measurable, achievable, relevant and time-bound. A strategic objective might be to increase online sales from 20 per

cent to 35 per cent of total sales within two years. Targets should be challenging but realistic and should identify

responsibility and measurement methods.

Levels of strategy

Corporate-level strategy concerns the overall scope and direction of a diversified organisation. It includes decisions

about entering or leaving industries, acquisitions, diversification and allocation of resources among business units.

Business-level strategy concerns how a particular business competes in a specific industry or market. It may involve

cost leadership, differentiation or focus.

Functional-level strategy translates business strategy into departmental actions. Marketing, finance, human resources,

operations and information systems each develop supporting policies and plans.

A fourth level is sometimes identified: operational strategy , which concerns short-term processes and procedures

used to carry out functional plans.

Resources and capabilities

Resources include financial capital, equipment, technology, facilities, brands, data and human talent. Capabilities refer

to the organisation?s ability to coordinate and use resources effectively. A computer system is a resource; the

capability to use customer data to personalise services is a capability. Sustainable advantage is more likely when

capabilities are valuable, uncommon, difficult to imitate and properly supported by the organisation.

Stakeholders

Stakeholders are individuals or groups affected by, or able to affect, organisational activities. Internal stakeholders

include employees and managers; external stakeholders include customers, suppliers, regulators, communities,

lenders and shareholders. Strategic analysis should recognise that stakeholders may have different and sometimes

conflicting expectations.

6. Process / Framework / Methodology

Strategic management is commonly presented as a cycle rather than a once-only sequence.

Step 1: Establish strategic direction

Managers clarify the mission, vision, values and broad objectives. They should communicate these ideas in practical

language and check whether they are understood throughout the organisation.
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Step 2: Conduct environmental analysis

External analysis considers the general environment, industry conditions, competitors, customers and other

stakeholders. Internal analysis examines resources, capabilities, processes, culture, financial position and

performance. Analysis should be evidence-based rather than based solely on managerial opinion.

Step 3: Generate strategic alternatives

Alternatives may include market penetration, product development, market development, diversification, alliances,

outsourcing, digital transformation or withdrawal from an unattractive activity. Managers should generate several

realistic alternatives before selecting one.

Step 4: Evaluate alternatives

Alternatives may be assessed using the suitability, feasibility and acceptability criteria. Suitability asks whether the

strategy addresses the organisation?s situation and opportunities. Feasibility asks whether the organisation has, or

can obtain, the required resources and capabilities. Acceptability considers expected returns, risks and stakeholder

reactions.

Step 5: Select a strategy

Selection involves making choices and allocating resources. The selected strategy should be expressed in clear

priorities, assumptions, milestones and responsibilities. Contingency plans may be prepared for major risks.

Step 6: Implement the strategy

Implementation requires appropriate organisational structure, leadership, budgets, systems, skills, culture and

communication. Managers must convert broad choices into programmes and actions. Employees are more likely to

support change when they understand its rationale and have opportunities to contribute.

Step 7: Evaluate and control

Managers compare actual performance with objectives, investigate significant deviations and take corrective action.

Evaluation should consider both financial and non-financial measures, such as customer retention, employee

engagement, quality, innovation and social or environmental impact. Strategy evaluation is not merely a final

inspection; it is an ongoing learning process.

7. Important Theories and Models

SWOT analysis

SWOT identifies internal strengths and weaknesses and external opportunities and threats. Strengths and

weaknesses relate to factors within the organisation, while opportunities and threats arise from the environment. The

purpose is not to produce a long list but to identify important strategic relationships. A strength such as a trusted brand

may help exploit an opportunity such as growing online demand. A weakness such as limited delivery capacity may

increase exposure to a threat such as aggressive competitors.

PESTEL analysis

PESTEL examines Political, Economic, Social, Technological, Environmental and Legal influences. For example, a

rise in environmental regulation may increase costs for a manufacturer but also create opportunities for firms offering
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low-emission products. PESTEL helps managers avoid focusing only on immediate competitors.

Porter?s Five Forces

Michael Porter?s model assesses industry attractiveness through five forces:

1. Competitive rivalry: the intensity of competition among existing firms.

2. Threat of new entrants: the ease with which new competitors can enter.

3. Bargaining power of suppliers: the ability of suppliers to raise prices or reduce quality.

4. Bargaining power of buyers: the ability of customers to demand lower prices or better terms.

5. Threat of substitutes: the availability of alternative products or services satisfying a similar need.

Strong forces generally reduce the potential profitability of an industry. The model supports industry analysis, although

managers should also consider cooperation, regulation, innovation and rapidly changing business models.

Generic competitive strategies

Porter identified cost leadership, differentiation and focus as broad competitive approaches. Cost leadership seeks to

achieve a lower cost structure while offering acceptable value. Differentiation seeks to provide distinctive value for

which customers may pay a premium. Focus concentrates on a particular segment, using either cost or differentiation

within that segment. A strategy becomes vulnerable when an organisation lacks a clear basis of advantage or

attempts incompatible approaches without the required capabilities.

Ansoff?s product-market matrix

The Ansoff matrix identifies four growth directions: market penetration involves existing products in existing markets;

market development involves existing products in new markets; product development involves new products for

existing customers; and diversification involves new products in new markets. Risk generally increases as the

organisation moves further from its existing products and markets.

Value chain analysis

Value chain analysis divides activities into primary activities, such as inbound logistics, operations, marketing, sales

and service, and support activities, such as procurement, technology, human resources and infrastructure. Managers

examine where value is added and where costs or weaknesses arise. Competitive advantage may result from

improving one activity or coordinating several activities more effectively than rivals.

Balanced Scorecard

The Balanced Scorecard translates strategy into measures across four commonly used perspectives: financial

performance, customer outcomes, internal processes, and learning and growth. It reduces dependence on short-term

financial indicators and helps managers connect employee capabilities and process improvements with customer and

financial results.

8. Practical Applications

A small business can apply strategic management without producing a complex corporate plan. The owner may begin

by identifying the target customer, analysing competitors, listing distinctive capabilities, setting two or three

measurable objectives and selecting a limited number of initiatives. For example, a neighbourhood pharmacy might
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choose a differentiation strategy based on personalised advice, home delivery and medication reminders rather than

attempting to compete solely on price with large chains.

Managers should distinguish symptoms from strategic problems. Falling sales may be caused by weak promotion, an

outdated product, poor service, an unsuitable location or a declining market. Strategic analysis investigates the

underlying cause before selecting a response.

When comparing alternatives, managers can use a simple decision table. Each option may be scored against

customer value, cost, risk, capability requirements, legal compliance and strategic fit. Although such scoring involves

judgement, it makes assumptions visible and encourages structured discussion.

9. Examples

A local clothing retailer faces declining foot traffic. Its options include opening another store, improving e-commerce,

specialising in sustainable clothing or reducing prices. SWOT may reveal a strong local reputation, weak online

capability, growing interest in sustainable products and intense price competition. A focused differentiation strategy

based on ethically sourced clothing, online content and community partnerships may fit its resources better than a

price war.

A small business-to-business software provider has technically skilled employees but limited sales capacity. Its

strategy could involve focusing on one industry, developing a specialised solution and partnering with established

distributors. This illustrates how focus, capability development and strategic alliances can help a smaller firm compete

against larger providers.

10. Technology and Digital Applications

Digital technology supports strategic management when it improves information, coordination or customer value.

Business intelligence dashboards can combine sales, customer and operational data to monitor strategic indicators.

Customer relationship management systems help organisations identify customer needs, retention patterns and sales

opportunities. Enterprise systems can connect finance, procurement, inventory and operations.

Digital channels may alter the basis of competition by reducing distribution costs, enabling personalisation or allowing

new entrants to reach customers quickly. Cloud services can give small firms access to scalable computing and

collaboration tools without major capital investment. Artificial intelligence may support forecasting, customer service

and process automation, but its use requires reliable data, human oversight, privacy protection and awareness of bias.

Technology is not a strategy by itself. Purchasing a digital platform without redesigning processes, training employees

or defining a customer benefit may increase costs without improving performance. Digital investments should

therefore be evaluated according to their contribution to strategic objectives.

11. Strategic / Managerial Importance

Strategic management gives managers a framework for dealing with uncertainty and complexity. It improves

coordination by providing common priorities for departments. It supports resource allocation by directing funds and

people toward activities with strategic value. It helps organisations anticipate threats rather than merely react to crises.

Competitive management also encourages managers to understand customers and rivals more deeply. It can

stimulate innovation, strengthen organisational capabilities and improve long-term resilience. For employees, a clear

strategy explains how individual work contributes to broader outcomes. For stakeholders, responsible strategy can

build trust and protect organisational legitimacy.

12. Detailed Case Study
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The following is a fictional case provided for educational illustration.

Background

HarbourFresh is a small food company producing ready-to-eat meals for office workers in a medium-sized city. It sells

through three retail outlets and a basic website. The company has a reputation for fresh ingredients and employs 28

people. Its founder has historically made most decisions personally.

Problem

Revenue has remained stable for two years, but profit margins are declining. Two national delivery platforms have

entered the market, offering extensive menus and heavy promotional discounts. HarbourFresh has limited delivery

capacity, inconsistent social media activity and no systematic customer database. Some employees believe the

company should compete on lower prices, while others favour premium healthy meals.

Analysis

The mission is to provide convenient, fresh meals for busy local customers. A possible vision is to become the city?s

most trusted provider of healthy workplace meals. Strengths include product quality, local supplier relationships and

customer trust. Weaknesses include limited digital capability, dependence on the founder and small production

capacity. Opportunities include growing demand for convenient healthy food, corporate meal subscriptions and online

ordering. Threats include national platforms, substitute options such as supermarket meals and rising ingredient costs.

Porter?s analysis indicates strong rivalry and high buyer choice. Supplier power is moderate because some specialist

ingredients have few sources. The threat of new entrants is moderate, while substitutes are readily available.

HarbourFresh is unlikely to win a sustained price war against large platforms.

Strategy / Solution

The management team selects a focused differentiation strategy. Instead of serving every customer, HarbourFresh

targets small and medium-sized offices seeking reliable healthy lunches. The strategy includes:

- introducing weekly corporate meal subscriptions;

- creating a simple mobile-friendly ordering system;

- using customer data, with appropriate consent, to identify preferences;

- standardising a limited menu to improve production efficiency;

- communicating local sourcing and nutritional information;

- training staff in service quality and digital order processing;

- appointing managers responsible for operations, marketing and technology; and

- establishing targets for subscription customers, repeat orders, delivery accuracy and gross margin.

The company funds the programme by reducing low-selling menu items and negotiating annual agreements with

selected suppliers. It retains a small retail presence but does not expand physical outlets during the first year.

Outcome

After twelve months, corporate subscriptions represent 30 per cent of sales, delivery errors have declined and repeat

orders have increased. The company?s margin improves because production is more predictable and promotional
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discounting is reduced. Results are not entirely risk-free: one major customer leaves when its office relocates,

demonstrating the importance of customer diversification. Management responds by setting a limit on revenue

concentration and developing a second customer segment.

Learning Points

The case illustrates that strategy requires a clear choice of target market and basis of advantage. Internal strengths

become valuable only when supported by appropriate systems and processes. Implementation requires role

clarification, technology, measurement and employee training. Finally, evaluation may reveal new risks and lead to

strategic adjustment rather than confirming that the original plan was perfect.

13. Advantages / Benefits

Strategic management provides a clear sense of direction, improves coordination and supports disciplined resource

allocation. It helps organisations recognise opportunities, prepare for threats and build capabilities. It can improve

competitive position by clarifying customer value and strengthening activities that rivals cannot easily copy. It also

provides a basis for performance measurement and organisational learning. When stakeholders are included

appropriately, strategic planning can improve communication, commitment and trust.

14. Limitations / Challenges

Strategic analysis cannot eliminate uncertainty. Forecasts may be wrong, competitors may respond unexpectedly and

external shocks may invalidate assumptions. Planning can become bureaucratic if managers produce lengthy

documents without making choices. Excessive reliance on models may create false precision, because frameworks

simplify complex realities. Strategy may also fail through poor implementation, inadequate resources, resistance to

change or inconsistent leadership.

Other challenges include short-term pressure from owners or lenders, conflicts among stakeholders, limited

information in small firms and the difficulty of measuring intangible assets such as reputation and knowledge.

Managers should therefore combine structured analysis with judgement, experimentation and regular review.

15. Ethical and Governance Considerations

Strategic decisions must comply with law and reflect ethical responsibility. Managers should avoid misleading

advertising, exploitative labour practices, anti-competitive conduct and misuse of customer data. Corporate

governance requires appropriate oversight, accountability, transparency and control of conflicts of interest.

Data-driven strategies raise questions about consent, privacy, security, discrimination and algorithmic bias.

Supply-chain decisions should consider labour standards, safety and environmental effects. Sustainability should not

be treated merely as promotional language; claims should be supported by evidence. Ethical strategy also requires

managers to consider how restructuring, automation or outsourcing affects employees and communities. Responsible

decision-making balances organisational performance with legitimate stakeholder interests.

16. Current and Emerging Trends

Important trends include platform-based competition, remote and hybrid work, artificial intelligence, automation,

cybersecurity risks, sustainability requirements and the growth of subscription and service-based business models.

Customers increasingly expect personalisation, speed and transparency. Supply-chain disruption has encouraged

organisations to examine resilience rather than relying exclusively on lowest-cost sourcing.



ISBM DIGITAL LIBRARY  |  EDUCATIONAL RESOURCE 52

Small businesses are gaining access to digital tools once available mainly to large corporations, but the competitive

gap may still widen for organisations lacking skills and data governance. Circular-economy practices, including repair,

reuse and recycling, are influencing product and operations strategies. Strategic managers must monitor these trends

without adopting fashionable technologies that lack a clear business purpose.

17. Best Practices

Effective strategic management is supported by the following practices:

1. Begin with a clear purpose and a small number of priorities.

2. Base analysis on reliable evidence and distinguish facts from assumptions.

3. Involve relevant employees and stakeholders in developing practical solutions.

4. Link corporate, business, functional and operational decisions.

5. Select a clear basis of competitive advantage.

6. Match strategy with available resources and capabilities.

7. Translate intentions into named responsibilities, budgets and milestones.

8. Use both financial and non-financial performance indicators.

9. Review assumptions regularly and adapt when evidence changes.

10. Build ethical, legal, environmental and risk considerations into decisions from the beginning.

18. Future Scope

The future of strategic management will involve greater integration of data, sustainability, resilience and stakeholder

expectations. Managers will need to interpret real-time information while avoiding excessive dependence on

automated recommendations. Competitive advantage may increasingly arise from organisational learning, trusted

ecosystems, responsible data use and the ability to combine human judgement with digital capability.

Business education and management practice will also place greater emphasis on scenario planning. Rather than

preparing one fixed forecast, organisations may develop several plausible futures and identify actions that remain

useful across them. This approach can improve preparedness in uncertain markets.

19. Chapter Summary

Strategic management is the continuous process of establishing direction, analysing the environment, formulating

strategy, implementing decisions and evaluating results. Competitive management focuses on creating value and

achieving an advantage over rivals. Mission, vision, values and objectives provide direction, while resources and

capabilities determine what an organisation can realistically do. SWOT, PESTEL, Porter?s Five Forces, generic

strategies, the Ansoff matrix, value chain analysis and the Balanced Scorecard provide useful but simplified

perspectives.

Effective strategy requires choices, trade-offs, stakeholder awareness and alignment among activities. Implementation

depends on leadership, structure, resources, culture, technology and communication. Evaluation should use

appropriate indicators and should encourage learning and adaptation. Ethical conduct, governance, sustainability and

responsible technology use are essential to long-term strategic success.

20. Key Terms
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1. Strategy: A long-term pattern of choices designed to achieve objectives and create value.

2. Strategic management: The process of analysing, formulating, implementing and evaluating strategy.

3. Competitive advantage: An ability to create greater value or operate at lower cost than competitors.

4. Mission: The organisation?s fundamental purpose and activities.

5. Vision: A desired future position or state.

6. Values: Principles guiding organisational behaviour and decisions.

7. Objective: A specific result the organisation intends to achieve.

8. Corporate-level strategy: Strategy concerning the overall scope of a diversified organisation.

9. Business-level strategy: The way a business competes in a particular market.

10. Functional-level strategy: Departmental actions supporting business strategy.

11. Capability: The ability to use resources effectively to perform an activity.

12. Stakeholder: A person or group affected by, or able to affect, an organisation.

13. SWOT analysis: Analysis of strengths, weaknesses, opportunities and threats.

14. PESTEL analysis: Analysis of political, economic, social, technological, environmental and legal influences.

15. Differentiation: Competing by offering distinctive value.

16. Cost leadership: Competing through a relatively lower cost structure.

17. Value chain: The linked activities through which an organisation creates value.

18. Implementation: Converting strategic choices into coordinated action.

19. Strategic control: Monitoring results and taking corrective action.

20. Balanced Scorecard: A framework measuring strategy through financial, customer, process, and learning

perspectives.

21. Review Questions

Short Answer Questions

1. Define strategic management and distinguish it from operational management.

2. What is the difference between a mission statement and a vision statement?

3. Identify the three main levels of strategy.

4. What are the four elements of SWOT analysis?

5. State the five forces in Porter?s industry analysis model.

Long Answer Questions

1. Explain the strategic management process from establishing direction to evaluation.

2. Discuss how resources and capabilities can create competitive advantage.
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3. Explain Porter?s generic strategies and the conditions under which each may be appropriate.

4. Describe the role of organisational structure, culture, leadership and systems in strategy implementation.

5. Discuss the ethical and governance issues that managers should consider when using digital technologies

strategically.

Analytical / Application Questions

1. A small café faces rising rent, several new competitors and growing demand for online ordering. Apply SWOT and

Porter?s Five Forces to analyse its situation and recommend a strategy.

2. A manufacturer has strong engineering skills but declining sales in its traditional market. Use the Ansoff matrix to

develop and compare possible growth options.

3. Design three strategic objectives and suitable performance indicators for a local retailer pursuing a focused

differentiation strategy.

22. Multiple Choice Questions with Answers

Question 1

Which statement best describes strategic management?

A. Supervising daily employee attendance only

B. A process of analysing conditions, making choices, implementing strategy and evaluating results

C. Preparing financial statements for external users

D. Promoting products through social media

Correct Answer: B. A process of analysing conditions, making choices, implementing strategy and evaluating results

Question 2

A company decides to concentrate on premium services for a narrowly defined customer group. Which strategy is this

most likely to represent?

A. Focused differentiation

B. Undifferentiated cost leadership

C. Unrelated diversification

D. Market withdrawal

Correct Answer: A. Focused differentiation

Question 3

Which of the following is an external factor in SWOT analysis?

A. Employee expertise

B. Production efficiency

C. Growing customer demand
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D. Strong brand reputation

Correct Answer: C. Growing customer demand

Question 4

A firm examines the threat of substitutes and bargaining power of buyers. Which model is it using?

A. Balanced Scorecard

B. Ansoff matrix

C. Porter?s Five Forces

D. Value chain analysis

Correct Answer: C. Porter?s Five Forces

Question 5

What is the main purpose of a mission statement?

A. To describe the organisation?s fundamental purpose

B. To list every employee?s duties

C. To forecast exact annual profits

D. To replace operational procedures

Correct Answer: A. To describe the organisation?s fundamental purpose

Question 6

Which question is primarily concerned with strategy feasibility?

A. Will stakeholders accept the expected risks and returns?

B. Does the strategy fit the external situation?

C. Can the organisation obtain the required resources and capabilities?

D. Will competitors immediately copy the strategy?

Correct Answer: C. Can the organisation obtain the required resources and capabilities?

Question 7

A retailer introduces existing products to a new geographic market. According to the Ansoff matrix, this is:

A. Market penetration

B. Market development

C. Product development

D. Diversification

Correct Answer: B. Market development
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Question 8

Which action best demonstrates effective strategy implementation?

A. Writing a vision statement without changing operations

B. Allocating responsibilities, budgets, systems and performance measures

C. Avoiding employee communication until the strategy is complete

D. Measuring only competitors? advertising expenditure

Correct Answer: B. Allocating responsibilities, budgets, systems and performance measures

Question 9

Why should strategic evaluation include non-financial measures?

A. Financial measures are never useful

B. Non-financial indicators can reveal customer, process and learning outcomes affecting future performance

C. Non-financial measures eliminate uncertainty

D. They guarantee that implementation will succeed

Correct Answer: B. Non-financial indicators can reveal customer, process and learning outcomes affecting future

performance

Question 10

A company uses customer data to personalise offers. Which issue is especially important?

A. Ignoring customer consent because personalisation increases sales

B. Using data without security controls

C. Considering privacy, consent, security and possible bias

D. Replacing all managerial judgement with an algorithm

Correct Answer: C. Considering privacy, consent, security and possible bias
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Principles & Practice Of Management / Chapter 5

Chapter 5 Managerial Decision-Making and Analytics

Chapter 5: Managerial Decision-Making and Analytics

1. Introduction

Managers make decisions continuously. They decide which products to offer, how many employees to schedule,

which suppliers to use, whether to invest in technology, how to respond to competitors, and how to resolve conflicts.

The quality of these decisions strongly influences organisational performance. Good decisions do not always produce

successful outcomes because markets, people and external conditions are uncertain. Nevertheless, systematic

decision-making improves the probability of achieving desirable results.

Managerial decision-making is the process through which managers identify problems or opportunities, develop and

evaluate alternatives, select a course of action, implement it and assess its consequences. In contemporary

organisations, this process is increasingly supported by analytics. Analytics involves the systematic use of data,

statistical methods, models and visual tools to understand situations and support action.

Analytics does not replace managerial judgement. Data may be incomplete, inaccurate or open to different

interpretations. Managers must combine evidence with experience, ethical reasoning, stakeholder understanding and

awareness of organisational purpose. The central challenge is therefore not merely to collect more data, but to ask

appropriate questions, interpret evidence carefully and make responsible decisions.

2. Learning Objectives

After studying this chapter, students should be able to:

1. Explain the meaning and importance of managerial decision-making and analytics.

2. Distinguish rational, bounded-rationality, intuitive and participative decision models.

3. Apply a systematic decision-making process to managerial problems.

4. Identify common cognitive biases, risks and sources of poor judgement.

5. Use basic quantitative and qualitative tools to compare alternatives.

6. Interpret tables, charts and dashboards for managerial purposes.

7. Explain ethical, governance and privacy issues related to data-informed decisions.

8. Recommend evidence-based actions in practical organisational situations.

3. Meaning and Concept

A decision is a choice among two or more alternatives. A decision may be routine, such as approving a standard

purchase, or strategic, such as entering a new market. Decision-making includes both the mental and organisational

activities that lead to a choice and the actions that follow it.

Managerial decisions may be classified in several ways. Programmed decisions are repetitive and can often be

handled by rules or procedures. For example, an organisation may automatically reorder inventory when stock

reaches a specified level. Non-programmed decisions are novel, complex and ambiguous. Acquiring a competitor or

responding to a sudden regulatory change usually requires analysis and judgement.
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Decisions may also be strategic, tactical or operational. Strategic decisions concern the long-term direction of the

organisation. Tactical decisions translate strategy into departmental plans. Operational decisions concern daily

activities. Decisions may be made under certainty, risk or uncertainty. Under certainty, relevant outcomes are known.

Under risk, possible outcomes can be identified and probabilities can reasonably be estimated. Under uncertainty,

outcomes or probabilities are unclear.

Managerial analytics is the use of data and analytical techniques to generate insight and improve decisions.

Descriptive analytics asks, ?What happened?? Diagnostic analytics asks, ?Why did it happen?? Predictive analytics

asks, ?What is likely to happen?? Prescriptive analytics asks, ?What should be done?? For example, a retailer may

report falling sales, investigate the reasons, forecast future demand and recommend a revised pricing or promotion

strategy.

4. Fundamental Principles

Several principles support effective decision-making.

Purpose and alignment. A decision should be connected to organisational objectives. A low-cost option is not

necessarily suitable if the organisation?s objective is superior customer service or quality leadership.

Evidence and relevance. Managers should use reliable information that is relevant to the decision. More data is not

always better; irrelevant information can distract attention and delay action.

Alternatives. A decision-maker should avoid treating the first acceptable option as the only option. Developing

alternatives encourages creativity and makes comparison possible.

Consequences and trade-offs. Every alternative has benefits, costs, risks and opportunity costs. Choosing one course

of action means giving up the benefits of another.

Proportionality. The effort spent analysing a decision should reflect its importance, cost and risk. A major investment

deserves more rigorous analysis than a minor office purchase.

Participation and accountability. People affected by a decision may provide valuable knowledge and are more likely to

support implementation when they understand the reasoning. However, participation must be organised so that

responsibility remains clear.

Flexibility and learning. Because conditions change, managers should monitor results and revise decisions when

evidence indicates that revision is necessary. Changing a decision in response to new evidence is not necessarily

failure; it may demonstrate responsible learning.

Ethical responsibility. Decisions should respect law, fairness, human dignity, privacy and the legitimate interests of

stakeholders. A decision can be profitable and still be unacceptable if it causes avoidable harm.

5. Major Components / Elements

The first component is the decision problem . Managers must distinguish the actual problem from its symptoms.

Falling sales may be a symptom of poor product quality, weak distribution, unsuitable pricing or changing customer

preferences. A clear problem statement identifies the gap between the current and desired conditions.

The second component is the objective . Objectives describe what the decision should accomplish. Effective

objectives are specific enough to guide evaluation. For example, ?reduce average customer waiting time by 20 per

cent within six months while maintaining service quality? is more useful than ?improve service.?

The third component is information . Relevant information may include financial data, customer feedback, employee

knowledge, market research, operational records and legal requirements. Managers should assess the source, date,
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completeness and reliability of information.

The fourth component is the set of alternatives . Alternatives should be feasible and sufficiently different to create a

meaningful choice. They may include maintaining the current approach, making a limited change, redesigning the

process, outsourcing or postponing action while gathering additional information.

The fifth component is criteria . Criteria are the standards used to judge alternatives. Typical criteria include cost,

revenue, quality, speed, risk, employee impact, customer value, sustainability and legal compliance. Criteria may

conflict, making trade-offs unavoidable.

The sixth component is stakeholder impact . Stakeholders include employees, customers, owners, suppliers,

regulators, communities and society. A decision that benefits one group may impose costs on another. Stakeholder

analysis makes these effects visible.

The final components are implementation, monitoring and feedback. A decision has little value if it cannot be

translated into action. Managers must assign responsibilities, allocate resources, establish timelines and define

performance indicators.

6. Process / Framework / Methodology

A practical decision process consists of the following stages.

Stage 1: Identify the issue. Managers collect initial evidence and determine whether the situation is a problem, an

opportunity or both. They should avoid premature conclusions.

Stage 2: Diagnose causes. Techniques such as the ?five whys,? process mapping, interviews and cause-and-effect

diagrams help identify underlying causes. Diagnosis should separate facts from assumptions.

Stage 3: Define objectives and constraints. Objectives state desired results, while constraints identify limits such as

budget, time, staff capacity, regulations or technology.

Stage 4: Gather and analyse information. Data should be organised and examined using appropriate qualitative or

quantitative methods. Managers should ask whether the data is representative and whether important variables are

missing.

Stage 5: Generate alternatives. Brainstorming, benchmarking, scenario planning and consultation can produce

options. At this stage, managers should encourage ideas before judging them.

Stage 6: Evaluate alternatives. Alternatives are compared against agreed criteria. Managers may estimate costs,

benefits, probabilities and risks. Sensitivity analysis can show whether a conclusion changes when assumptions

change.

Stage 7: Select a course of action. The selected alternative should be justified by evidence, objectives and ethical

considerations. The decision-maker should document key assumptions and reasons.

Stage 8: Implement the decision. Implementation requires communication, resources, role allocation, training and

change management. Resistance should be treated as information about concerns, not automatically as disloyalty.

Stage 9: Monitor and learn. Managers compare actual performance with targets. Variances should be investigated and

corrective action taken. A post-decision review asks what worked, what did not and what can be learned.

7. Important Theories and Models

The rational model
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The rational model assumes that decision-makers define a problem clearly, have access to relevant information,

identify all important alternatives, evaluate consequences objectively and select the alternative that maximises

organisational objectives. It is useful as an ideal standard and is particularly appropriate where objectives are clear

and information is relatively available.

In practice, the model?s assumptions are demanding. Managers rarely know every alternative or consequence. Time,

cost and uncertainty limit analysis. Therefore, the rational model should be used as a disciplined framework rather

than as a claim that perfect optimisation is always possible.

The bounded-rationality model

Herbert Simon?s bounded-rationality perspective recognises that human rationality is limited by incomplete

information, limited time, cognitive capacity and organisational pressures. Managers often satisfice : they select an

alternative that is good enough to meet important requirements rather than searching indefinitely for the theoretically

best alternative.

Bounded rationality is not carelessness. It is a realistic response to complexity. A manager may choose a supplier that

meets quality, delivery and budget thresholds after evaluating three credible bids, rather than reviewing every supplier

in the market.

The intuitive model

Intuition is a rapid judgement based on experience, pattern recognition and tacit knowledge. An experienced

production supervisor may notice unusual sounds from machinery and act before a formal report indicates a problem.

Intuition can be valuable when the manager has extensive relevant experience and receives reasonably consistent

feedback.

Intuition is less dependable in unfamiliar or highly political situations. Confidence should not be confused with

accuracy. Managers should test important intuitive judgements against evidence, alternative explanations and the

views of others.

The participative model

Participative decision-making involves employees or other stakeholders in defining problems, developing alternatives

or selecting actions. Participation may improve information quality, creativity, acceptance and commitment. It is

particularly useful when employees possess specialised knowledge or must implement the decision directly.

Participation also has costs. It may take time, encourage conflict or create pressure to accept popular rather than

effective solutions. Managers should clarify who has decision authority, how input will be used and how disagreements

will be resolved.

The incremental model

The incremental model involves making small adjustments rather than attempting a complete solution at once. It is

useful where uncertainty is high, resources are limited or learning through action is possible. Pilot projects and phased

implementation are examples. Incrementalism reduces exposure but may preserve outdated assumptions or fail to

address a fundamental problem.

The evidence-based management approach
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Evidence-based management combines the best available research evidence, organisational data, professional

expertise and stakeholder values. It discourages decisions based solely on tradition, personal preference or

fashionable claims. Evidence must still be interpreted within the organisation?s context.

8. Practical Applications

Managers use decision tools in staffing, operations, finance, marketing, customer service and strategy. In recruitment,

analytics can identify the skills associated with successful performance, but managers must ensure that selection

criteria do not unfairly exclude groups. In operations, demand forecasts support inventory and staffing decisions. In

marketing, customer segmentation and campaign results help allocate promotional budgets.

Qualitative tools are especially valuable when issues involve attitudes, meanings or future possibilities. Interviews can

reveal why employees resist a new system. Focus groups can explore customer reactions to a proposed service. A

SWOT analysis examines strengths, weaknesses, opportunities and threats, although it should be supported by

evidence rather than completed as a list of opinions. Scenario planning considers how the organisation might respond

to different future conditions.

Quantitative tools support comparison and estimation. A cost-benefit analysis compares expected benefits with

relevant costs. A weighted scoring model assigns weights to criteria and scores each alternative. Break-even analysis

identifies the sales volume at which total revenue equals total cost. Forecasting uses historical or external information

to estimate future demand. Descriptive statistics such as averages, percentages, ranges and trends summarise data.

Data visualisation converts data into charts, graphs, maps or dashboards. Line charts are appropriate for trends over

time; bar charts compare categories; scatter plots show relationships between two variables; and stacked charts show

composition. A visualisation should have a clear purpose, accurate scales, readable labels and limited clutter. A

visually attractive chart can still mislead if it uses distorted axes or omits important context.

9. Examples

Suppose a café is deciding whether to extend opening hours. The manager identifies the objective as increasing

contribution without creating excessive labour cost. Relevant data includes sales by hour, wages, electricity costs,

customer demand and competitor hours. Alternatives include retaining current hours, extending by one hour on

weekdays, extending on weekends or conducting a four-week pilot. A weighted score may compare expected

contribution, customer convenience, staffing difficulty and operational risk.

Consider a small manufacturer experiencing late deliveries. The manager should not immediately blame employees.

Process data may show that delays begin with unreliable supplier deliveries or excessive changeover time. A

cause-and-effect analysis, interviews and delivery records may identify the main causes. Options could include

changing suppliers, holding safety stock, improving scheduling or redesigning the production process.

A service organisation may use a dashboard showing response time, customer satisfaction, complaints and repeat

contacts. A decline in satisfaction alongside rising response time may indicate capacity problems. However, managers

must examine whether the survey sample changed or whether a major event affected results. The dashboard supports

investigation; it does not automatically explain causation.

10. Technology and Digital Applications

Spreadsheet software remains useful for budgets, break-even calculations, scenario analysis and weighted scoring.

Business intelligence platforms can combine data from sales, finance and operations into interactive dashboards.

Customer relationship management systems support analysis of customer histories and service outcomes. Enterprise

resource planning systems integrate purchasing, inventory, production and accounting data.
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Predictive tools use statistical or machine-learning methods to estimate events such as demand, customer churn or

equipment failure. These tools may improve planning but require appropriate data, validation and human oversight.

Managers should understand the difference between correlation and causation. A model may predict a result

accurately without explaining why it occurs.

Cloud platforms make data available across locations, while mobile applications support real-time reporting. Digital

tools also introduce cybersecurity, access-control and privacy risks. Technology should be selected because it

improves a decision or process, not merely because it is fashionable. Data definitions, ownership and quality

standards must be established before dashboards are trusted.

11. Strategic / Managerial Importance

Decision quality affects profitability, productivity, innovation, reputation and resilience. Strategic decisions determine

the allocation of scarce resources and shape the organisation?s future capabilities. Analytics can reveal emerging

customer needs, inefficient processes and changing market conditions.

Decision-making also influences organisational culture. When managers explain evidence, invite appropriate

challenge and learn from outcomes, employees are more likely to develop a culture of inquiry. When leaders hide

assumptions or punish honest reporting, employees may provide information that confirms existing beliefs.

Analytics can create competitive advantage when an organisation develops unique data, strong analytical capabilities

and the managerial discipline to act on insight. The advantage does not come from data alone. Competitors may

access similar technologies; the difference may lie in better questions, faster learning and more effective

implementation.

12. Detailed Case Study

The following is a fictional illustrative case.

Background

BrightMart is a medium-sized grocery retailer with six urban stores. It has experienced rising online orders but

inconsistent delivery performance. Customer complaints have increased, while managers disagree about whether the

problem is insufficient staffing, poor route planning or inaccurate promised delivery times.

Problem

The regional manager must recommend an action within one month. The budget is limited, and the organisation wants

to improve on-time delivery without increasing delivery prices. Some managers favour hiring drivers; others favour

purchasing routing software.

Analysis

The manager forms a small team involving operations, customer service, finance and two delivery employees. The

team examines eight weeks of orders, promised and actual delivery times, route distances, driver schedules, order

volume by hour and complaint records. Interviews reveal that dispatchers often change routes manually and that

orders are sometimes accepted after the capacity for a time slot has been reached.

The team calculates that 62 per cent of late deliveries occur during three peak periods. A simple comparison shows

that routes with excessive last-minute additions have the highest delay rate. Customer feedback indicates that

customers prefer accurate delivery windows to unrealistic same-day promises. The team recognises that hiring drivers
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immediately may treat the symptom rather than the cause.

Three alternatives are evaluated: hire two drivers, purchase routing software, or introduce capacity controls and pilot

routing software in two stores. Criteria are weighted as follows: improvement in on-time delivery, cost, implementation

speed, employee impact and scalability. The third option receives the highest overall score because it combines a

low-cost operational change with a controlled technology test.

Strategy / Solution

BrightMart introduces maximum order limits for peak time slots, revises promised delivery windows and pilots routing

software in two stores. Dispatchers receive training, and drivers participate in testing the routes. A four-week pilot is

established with indicators for on-time delivery, complaint rate, cost per delivery, driver overtime and customer

satisfaction.

The manager communicates that the pilot is an experiment, not a final judgement on employees. Weekly reviews

identify problems, and drivers can report routes that appear unsafe or impractical. The team also compares pilot stores

with stores using the previous process.

Outcome

After four weeks, on-time delivery in the pilot stores improves from 74 per cent to 89 per cent. Complaints fall by 31

per cent, and overtime decreases modestly. Some customers initially object to narrower order capacity, but

satisfaction improves when delivery promises become more accurate. The organisation decides to refine and extend

the system gradually rather than hire drivers immediately.

Learning Points

The case demonstrates the value of defining the real problem, combining quantitative and qualitative evidence,

involving affected employees and using a pilot to manage uncertainty. It also shows that a decision should be

assessed against several criteria rather than a single cost measure. Finally, technology was useful only when

combined with process redesign, communication and monitoring.

13. Advantages / Benefits

Effective decision-making can improve resource allocation, reduce avoidable costs, increase service quality and

strengthen accountability. Analytical methods make assumptions more visible and enable managers to compare

alternatives consistently. Participation can increase commitment and reveal operational knowledge that senior

managers lack. Visualisation can communicate complex patterns quickly. Pilots and feedback systems reduce the risk

of making large irreversible commitments without learning.

14. Limitations / Challenges

Data may be incomplete, outdated, biased or collected for a different purpose. Small samples may not represent all

customers or employees. Averages can conceal important differences between groups. Forecasts are uncertain, and

models may fail when conditions change. Analytics can also create false precision: a numerical result may appear

objective even when its assumptions are weak.

Decision processes can be affected by time pressure, organisational politics, groupthink, confirmation bias and

overconfidence. Participation may become symbolic if leaders have already decided. Technology may be expensive

and difficult to integrate. Employees may resist monitoring if they believe data will be used unfairly. Finally, ethical and

privacy concerns can limit the use of personally identifiable information.
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15. Ethical and Governance Considerations

Managers must determine whether data collection has a legitimate purpose and whether individuals understand how

their data will be used. Personal information should be collected minimally, stored securely and accessed only by

authorised users. Organisations should comply with applicable privacy and data-protection laws.

Algorithms and scoring systems should be examined for discriminatory effects. If a recruitment model consistently

disadvantages a protected group, managers cannot defend it simply by saying that ?the computer decided.? Data

quality, model assumptions and outcomes require human review. Important decisions should be explainable to

affected people where feasible.

Governance requires clear ownership of data, access controls, documentation, retention rules and audit processes.

Managers should distinguish facts, estimates and opinions in reports. They should disclose material uncertainty and

avoid manipulating charts to support a preferred conclusion. Ethical decision-making also considers employees,

customers, communities and future generations, not only immediate financial returns.

16. Current and Emerging Trends

Organisations are increasingly using real-time dashboards, predictive analytics, automation and generative artificial

intelligence. These technologies can summarise information, identify patterns and support scenario analysis.

However, generated outputs may contain errors, fabricated sources or hidden bias. Human verification remains

essential.

Augmented decision-making combines managerial judgement with machine recommendations. Explainable artificial

intelligence seeks to show the factors influencing a model?s output. Process mining analyses digital records to reveal

how work actually flows. Organisations are also developing data-literacy programmes so that non-specialist managers

can question and interpret analytical outputs.

A further trend is responsible analytics, which integrates fairness, privacy, sustainability and accountability into the

design of data systems. Organisations are moving from isolated reporting to integrated decision platforms, but

integration increases the importance of governance and cybersecurity.

17. Best Practices

Managers should begin with a clear decision question rather than collect data without purpose. They should define

success measures, identify affected stakeholders and establish decision rights. Data sources and assumptions should

be documented. At least two or three credible alternatives should be considered, including the option of doing nothing.

Important decisions should use more than one perspective. Managers can combine performance data, customer or

employee feedback, professional expertise and relevant research. They should actively seek disconfirming evidence

and ask what would make the chosen alternative fail. Sensitivity analysis, pilot testing and contingency planning are

valuable where uncertainty is high.

Decisions should be communicated in plain language, with reasons, responsibilities and expected outcomes.

Managers should monitor leading indicators as well as final results. A post-decision review should focus on learning

rather than blame, while still addressing negligence or misconduct. Finally, analytical systems should be reviewed

regularly for accuracy, fairness, security and continued relevance.

18. Future Scope

The future of managerial decision-making will involve closer integration between human judgement, advanced

analytics and automated systems. Managers will need stronger data literacy, statistical awareness and ethical
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reasoning. Routine decisions may become increasingly automated, allowing managers to focus on exceptions,

relationships, innovation and judgement under ambiguity.

At the same time, organisations will need safeguards against excessive automation. Human oversight, transparent

models and meaningful opportunities for appeal will be important in decisions affecting employment, credit, access to

services and customer rights. Sustainable decision-making will also incorporate environmental and social data

alongside financial performance.

19. Chapter Summary

Managerial decision-making is the process of identifying problems and opportunities, evaluating alternatives, selecting

action, implementing it and learning from results. Analytics strengthens this process by using data, models and

visualisation to generate insight. The rational model provides a disciplined ideal, while bounded rationality recognises

limits on information and human capacity. Intuition can be valuable when supported by relevant experience, and

participation improves knowledge and commitment when properly managed.

Effective decisions require clear objectives, reliable information, alternatives, criteria, stakeholder analysis,

implementation and feedback. Quantitative tools include weighted scoring, cost-benefit analysis, break-even analysis

and forecasting. Qualitative tools include interviews, scenario planning, SWOT analysis and process mapping.

Technology can improve speed and visibility but introduces privacy, bias, security and governance challenges.

Evidence-based management is therefore both an analytical and ethical responsibility.

20. Key Terms

1. Analytics: The systematic use of data and methods to generate insight for decision-making.

2. Bounded rationality: The view that decisions are limited by information, time and human cognitive capacity.

3. Cognitive bias: A systematic pattern of judgement that can produce errors.

4. Decision criteria: Standards used to evaluate alternatives.

5. Decision risk: The possibility that an outcome will differ from what was expected.

6. Descriptive analytics: Analysis explaining what has happened.

7. Diagnostic analytics: Analysis investigating why something happened.

8. Evidence-based management: Management based on research, organisational data, expertise and stakeholder

values.

9. Forecasting: Estimating future conditions or outcomes using available information.

10. Intuition: Rapid judgement based on experience and pattern recognition.

11. Participative decision-making: Involving relevant people in the decision process.

12. Predictive analytics: Analysis estimating what is likely to happen.

13. Prescriptive analytics: Analysis recommending what should be done.

14. Programmed decision: A repetitive decision handled through rules or procedures.

15. Satisficing: Selecting an alternative that is good enough rather than perfectly optimal.

16. Sensitivity analysis: Testing how results change when assumptions change.
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17. Stakeholder: A person or group affected by, or able to affect, an organisation.

18. Weighted scoring model: A method that scores alternatives against weighted criteria.

21. Review Questions

Short Answer Questions

1. What is managerial decision-making?

2. Distinguish between descriptive, diagnostic, predictive and prescriptive analytics.

3. What is meant by bounded rationality?

4. State two advantages of participative decision-making.

5. Why should managers monitor decisions after implementation?

Long Answer Questions

1. Explain the stages of a systematic managerial decision-making process.

2. Compare the rational, bounded-rationality, intuitive and participative decision models.

3. Discuss how quantitative and qualitative tools can be combined in management decisions.

4. Explain the ethical and governance issues associated with data-informed decisions.

5. Evaluate the benefits and limitations of dashboards and predictive analytics.

Analytical / Application Questions

1. A retailer has declining profits but increasing sales. Design a decision process that would help the manager

diagnose the problem and compare possible solutions.

2. A company uses an algorithm to shortlist job applicants, but the results show that applicants from one group are

rarely selected. What investigations and actions should management undertake?

3. A small business must choose between purchasing new equipment, outsourcing production or improving its existing

process. Develop suitable criteria and describe how a weighted scoring model could support the decision.

22. Multiple Choice Questions with Answers

Question 1

Which statement best describes bounded rationality?

A. Managers always have complete information and select the optimal alternative

B. Managers make decisions within limits of time, information and cognitive capacity

C. Managers rely exclusively on group voting

D. Managers avoid using evidence and depend only on instinct

Correct Answer: B. Managers make decisions within limits of time, information and cognitive capacity

Question 2
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A line chart is generally most suitable for showing which type of information?

A. Changes in a measure over time

B. The legal rights of stakeholders

C. The sequence of interview questions

D. The personal opinions of employees

Correct Answer: A. Changes in a measure over time

Question 3

Which activity belongs to the diagnostic stage of analytics?

A. Reporting last month?s sales total

B. Estimating next year?s demand

C. Investigating why customer complaints increased

D. Recommending a new pricing decision

Correct Answer: C. Investigating why customer complaints increased

Question 4

A manager selects a supplier that meets all minimum quality, delivery and budget requirements instead of examining

every supplier. This illustrates:

A. Satisficing

B. Groupthink

C. Scenario planning

D. Prescriptive analytics

Correct Answer: A. Satisficing

Question 5

What is the main purpose of sensitivity analysis?

A. To remove all uncertainty from a decision

B. To test how changes in assumptions affect results

C. To replace stakeholder consultation

D. To guarantee that a forecast is correct

Correct Answer: B. To test how changes in assumptions affect results

Question 6

Which practice best reduces the risk of misleading data visualisation?

A. Using decorative effects and multiple colours
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B. Removing labels to simplify the chart

C. Using accurate scales, clear labels and relevant context

D. Displaying only the data that supports management?s preference

Correct Answer: C. Using accurate scales, clear labels and relevant context

Question 7

A pilot project is particularly useful when:

A. The decision is completely routine and risk-free

B. Managers want to learn while limiting exposure to uncertainty

C. Stakeholders must not know about the decision

D. No performance measures can be established

Correct Answer: B. Managers want to learn while limiting exposure to uncertainty

Question 8

Which is an ethical concern in algorithmic employee selection?

A. The algorithm processes information quickly

B. The system may produce discriminatory outcomes

C. The organisation can document its criteria

D. Managers can compare applicants consistently

Correct Answer: B. The system may produce discriminatory outcomes

Question 9

Which alternative is an example of a programmed decision?

A. Entering an unfamiliar international market

B. Acquiring a major competitor

C. Reordering inventory when stock reaches a set level

D. Responding to a sudden industry crisis

Correct Answer: C. Reordering inventory when stock reaches a set level

Question 10

Why should managers combine data with professional judgement?

A. Data is always irrelevant to managerial decisions

B. Judgement guarantees that data will be accurate

C. Data may be incomplete or ambiguous and requires contextual interpretation

D. Professional judgement eliminates the need for monitoring
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Correct Answer: C. Data may be incomplete or ambiguous and requires contextual interpretation
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Principles & Practice Of Management / Chapter 6

Chapter 6 Organizing and Organizational Design

Chapter 6: Organizing and Organizational Design

1. Introduction

Organizing is the management function concerned with arranging people, tasks, resources, authority and information

so that organizational objectives can be achieved. Planning identifies what an organization intends to accomplish;

organizing determines how people and resources will be arranged to accomplish it. A sound organizational design

creates clarity, reduces duplication, supports coordination and enables employees to work effectively. A poor design

can produce conflict, delays, excessive costs and weak accountability, even when the organization has capable

employees and a sound strategy.

Organizations differ considerably in size, purpose, technology and operating environment. A small family business

may operate with an informal structure in which the owner communicates directly with all employees. A large bank,

hospital or manufacturing company requires departments, reporting relationships, specialist roles, formal procedures

and systems of coordination. Organizational design therefore cannot be separated from the organization?s strategy,

environment, technology and people.

This chapter examines the principles and practice of organizing. It explains division of work, departmentalization, span

of control, hierarchy, authority, responsibility, delegation, centralization, decentralization, coordination and formal and

informal organization. It also considers practical design methods, digital applications, ethical issues and emerging

trends.

2. Learning Objectives

After studying this chapter, students should be able to:

1. Explain the meaning and importance of organizing and organizational design.

2. Describe the principles of division of work, authority, responsibility and coordination.

3. Distinguish among common forms of departmentalization and organizational structure.

4. Explain span of control, hierarchy, delegation, centralization and decentralization.

5. Design a basic organizational structure for a given organization.

6. Evaluate formal and informal organizational relationships.

7. Apply organizational design concepts to practical managerial problems.

8. Identify the effects of technology, globalization and flexible work on organization design.

3. Meaning and Concept

Organizing is the process of identifying work, grouping related activities, assigning duties, establishing authority

relationships and providing mechanisms for coordination. It converts plans into a structure of action. Organizational

design is the deliberate process of creating or modifying that structure so that it supports organizational goals.

An organizational structure shows how work is divided and coordinated. It normally indicates positions, departments,

reporting relationships and channels of authority. An organization chart is a simplified visual representation of the
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structure, but the actual organization also includes procedures, communication patterns, informal relationships, culture

and systems of control.

Organization design has two dimensions. The structural dimension includes specialization, departmentalization,

hierarchy, formalization and centralization. The human dimension includes leadership, communication, trust,

employee capability and organizational culture. Effective design balances both dimensions. A structure may be

logically efficient on paper but ineffective if employees do not understand it, lack the required skills or resist its

procedures.

4. Fundamental Principles

Division of work

Division of work means breaking a large body of work into smaller tasks and assigning them to individuals or groups.

Specialization allows employees to develop expertise, work more quickly and use equipment efficiently. For example,

a furniture manufacturer may separate design, purchasing, cutting, assembly, finishing, quality control and sales.

Specialization also has risks. Extremely narrow jobs can create boredom, dependence on a few specialists and poor

understanding of the total process. Managers therefore use job rotation, enrichment, cross-training and team-based

work where appropriate.

Unity of command

Unity of command means that an employee should normally receive instructions from one immediate supervisor. It

reduces confusion about priorities and accountability. In project and matrix structures, an employee may report to both

a functional manager and a project manager. Such arrangements can be effective, but responsibilities must be clearly

defined to prevent conflicting instructions.

Authority and responsibility

Authority is the formal right to make decisions, issue instructions and use organizational resources. Responsibility is

the obligation to perform assigned duties. Accountability is the requirement to explain results and accept the

consequences of performance. Authority should be sufficient for an employee to carry out assigned responsibility.

Assigning responsibility without authority creates frustration and weak performance.

Scalar chain

The scalar chain is the formal line of authority from the highest level to the lowest level. It clarifies reporting

relationships and supports accountability. Modern organizations may use direct communication across levels to

increase speed, but employees should still understand formal authority relationships.

Coordination

Coordination integrates the activities of different individuals and departments. It is necessary because specialization

creates interdependence. For example, sales forecasts influence production, production depends on purchasing, and

all three affect finance. Coordination may be achieved through plans, budgets, meetings, liaison roles, teams, shared

information systems and common performance targets.

Balance
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A well-designed structure balances specialization with integration, control with flexibility, and efficiency with

responsiveness. Excessive centralization slows decisions, while excessive decentralization may create inconsistency

and duplication. The appropriate balance depends on the organization?s circumstances.

5. Major Components and Elements

Departmentalization

Departmentalization is the grouping of jobs into departments or units. Common bases include:

Functional departmentalization groups activities according to specialization, such as marketing, finance, operations

and human resources. It promotes expertise and economies of scale but may create departmental barriers.

Product departmentalization groups activities around products or product lines. Each product division may contain its

own marketing, operations and finance staff. This improves product accountability but may duplicate resources.

Geographical departmentalization groups activities by region, country or territory. It allows adaptation to local markets,

laws and customer preferences but can make standardization difficult.

Customer departmentalization groups activities according to customer categories, such as corporate clients,

government customers and individual consumers. It supports customer focus but may duplicate specialist functions.

Process departmentalization groups activities according to stages in a workflow, such as receiving, processing,

inspection and dispatching. It is common in manufacturing and service operations.

Project or team departmentalization groups employees around a particular project, contract or problem. It supports

flexibility and innovation, especially in construction, consulting and information technology.

Span of control

Span of control refers to the number of employees directly supervised by one manager. A narrow span creates more

management levels and closer supervision. A wide span creates fewer levels and may encourage employee

autonomy. The appropriate span depends on task complexity, employee competence, geographic distance,

technology, managerial ability and the degree of standardization.

A wide span may work well where employees are experienced, tasks are routine and communication systems are

effective. A narrow span may be necessary where work is risky, employees need substantial coaching or tasks are

highly variable. Span should not be determined by a fixed universal number.

Hierarchy

Hierarchy is the arrangement of positions from higher to lower levels of authority. Tall structures have many levels and

narrow spans of control. Flat structures have fewer levels and wider spans. Tall structures may provide closer

supervision but can slow communication. Flat structures may improve speed and employee empowerment but can

overload managers and create unclear career paths.

Formalization

Formalization is the extent to which jobs, procedures and decisions are governed by written rules. High formalization

can promote consistency, legal compliance and quality control. Low formalization can encourage innovation and

discretion. Hospitals, airlines and financial institutions require formal procedures in many areas, while creative

agencies may allow greater flexibility.



ISBM DIGITAL LIBRARY  |  EDUCATIONAL RESOURCE 73

Centralization and decentralization

Centralization means that important decisions are concentrated at higher levels. It supports consistency, strategic

control and standard policies. Decentralization distributes decision authority to lower levels, departments or local units.

It can improve responsiveness, employee development and customer service. Most organizations are neither

completely centralized nor completely decentralized; they distribute authority according to decision type and risk.

6. Process and Methodology of Organizational Design

Organizational design should be treated as a systematic management process.

Step 1: Clarify strategy and objectives

Managers first identify the organization?s purpose, competitive priorities and major objectives. A low-cost strategy

may emphasize efficiency, standardization and centralized purchasing. An innovation strategy may require

cross-functional teams, flexible roles and decentralized decision-making.

Step 2: Identify required work

Managers list the activities necessary to achieve objectives. These may include research, production, procurement,

marketing, customer service, finance, compliance and information management. The analysis should identify outputs,

resources, skills and dependencies.

Step 3: Group related activities

Activities are grouped into departments, teams or processes using the most suitable basis of departmentalization.

Managers should consider customer needs, workflow, geography and opportunities for specialization.

Step 4: Assign roles and responsibilities

Each position should have a clear purpose, duties, authority, required qualifications and performance expectations.

Responsibility matrices, such as a RACI matrix, can clarify who is responsible, accountable, consulted and informed

for important activities.

Step 5: Establish authority and reporting relationships

The design should specify who reports to whom, who may make decisions and how disagreements are resolved.

Authority should be located close enough to the work to permit timely decisions, while significant risks should remain

subject to appropriate senior control.

Step 6: Determine span and levels

Managers decide how many employees each supervisor can effectively manage and how many hierarchical levels are

necessary. They should assess workload, competence, complexity and communication requirements rather than

simply reducing or increasing management positions.

Step 7: Build coordination mechanisms

Coordination may include cross-functional committees, project teams, liaison officers, integrated planning meetings,

shared targets, budgets and information systems. Coordination mechanisms are particularly important where

departments depend heavily on one another.
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Step 8: Communicate and implement the design

Employees must understand the reasons for change, their new responsibilities and the expected benefits. Training,

consultation and staged implementation can reduce resistance. Organizational charts should be accompanied by role

descriptions and operating procedures.

Step 9: Review and improve

Managers should evaluate whether the structure improves decision speed, service, cost, quality and employee

performance. Structures must be reviewed when strategy, technology, markets or organizational size changes.

7. Important Theories and Models

Classical principles

Classical theorists emphasized specialization, hierarchy, authority, unity of command and formal rules. Max Weber?s

bureaucratic model described a structure based on formal authority, clearly defined roles, written procedures,

technical competence and impersonal decision-making. Bureaucracy can provide reliability and fairness, but

excessive bureaucracy can produce rigidity and slow response.

Fayol?s administrative principles

Henri Fayol identified principles such as division of work, authority with responsibility, discipline, unity of command,

unity of direction, scalar chain and esprit de corps. These principles remain useful, although contemporary

organizations apply them more flexibly.

Contingency approach

The contingency approach argues that there is no single best organizational structure. The appropriate design

depends on environmental uncertainty, technology, organizational size, strategy and employee characteristics. Stable

environments may support mechanistic structures with formal rules and centralized authority. Uncertain environments

may require organic structures with lateral communication, teamwork and decentralization.

Mechanistic and organic structures

A mechanistic structure is highly specialized, formalized and centralized. It is suitable where tasks are predictable and

efficiency is the primary concern. An organic structure is less formal, more collaborative and adaptable. It is suitable

where innovation, rapid learning and responsiveness are important.

Mintzberg?s configurations

Henry Mintzberg identified several broad configurations. The simple structure has limited formalization and authority

concentrated in a senior leader. The machine bureaucracy relies on standardized procedures. The professional

bureaucracy depends on trained specialists, as in universities and hospitals. The divisionalized form gives

considerable autonomy to product or geographic divisions. The adhocracy uses flexible teams and mutual adjustment

to address complex and innovative work.

Matrix structure

A matrix structure combines functional and project or product authority. An engineer, for example, may report to a

head of engineering and a project manager. Matrix structures promote resource sharing and cross-functional
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integration, but dual authority may create conflict. Clear priorities, dispute-resolution procedures and collaborative

leadership are essential.

8. Practical Applications

A retail company may use functional departments at head office and geographical divisions for stores. A hospital may

combine professional departments, such as surgery and nursing, with patient-care teams. A construction firm may use

a functional structure for permanent expertise and project teams for individual contracts. A technology start-up may

begin with a simple structure and later introduce product teams, functional specialists and formal governance as it

grows.

Managers should design around work and customer value rather than merely reproducing traditional departments. If

customers experience delays because sales, credit and delivery operate separately, the organization may create an

order-management team or integrated process. If regional units make inconsistent decisions, the organization may

centralize selected policies while retaining local authority over customer relationships.

9. Examples

Consider a growing bakery with one owner and ten employees. Initially, the owner may supervise purchasing,

production, sales and finance directly. As the bakery expands to several outlets, this arrangement becomes difficult.

The owner may establish operations, finance, human resources and marketing functions, while appointing outlet

managers. A regional manager may coordinate the branches. Decisions about brand standards and financial controls

may remain centralized, while outlet managers receive authority over staffing schedules and local customer service.

A software company developing a new health application may create a cross-functional team containing programmers,

designers, medical advisers, marketing staff and data-protection specialists. The team has a project manager, while

members retain professional links to their functional departments. This structure supports innovation but requires

agreement about priorities, deadlines and resource allocation.

10. Technology and Digital Applications

Digital technology influences both the design of organizations and the way coordination occurs. Enterprise resource

planning systems integrate finance, purchasing, inventory and operations data. Customer relationship management

systems connect sales and service activities. Project-management platforms allocate tasks, monitor deadlines and

make responsibility visible.

Collaboration tools support remote and geographically dispersed teams through video meetings, shared documents,

messaging and workflow platforms. Digital dashboards allow managers to monitor performance in real time.

Automation and artificial intelligence can handle routine scheduling, data processing and basic customer enquiries,

allowing employees to focus on judgment and relationship-based work.

Technology does not eliminate the need for structure. It may reduce dependence on layers of supervision, but it also

creates risks involving cybersecurity, privacy, excessive monitoring, information overload and unclear accountability

for automated decisions. Managers must ensure that digital tools support, rather than replace, sound organizational

judgment.

11. Strategic and Managerial Importance

Organizational design translates strategy into action. It determines how quickly decisions are made, how resources

are allocated and how customers experience the organization. It influences employee motivation because structure

determines autonomy, opportunities for participation and access to information. It also affects risk management:
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clearly assigned authority and accountability reduce the possibility that important duties will be ignored.

A suitable structure can produce economies of scale, stronger expertise, faster innovation and improved service. It

can also support succession planning by clarifying roles and developing managerial capability. Managers should

therefore regard organizing as a strategic responsibility, not merely an administrative exercise.

12. Detailed Case Study

Illustrative fictional case: GreenBasket Foods

Background

GreenBasket Foods began as a small producer of packaged organic meals. Its founder personally approved

purchasing, production schedules, recruitment, marketing campaigns and major customer orders. After five years, the

company employed 120 people and supplied supermarkets in three regions.

Problem

Growth created serious coordination problems. Production frequently lacked information about promotional

campaigns. Purchasing ordered materials without accurate sales forecasts. Regional sales managers promised

delivery dates without consulting operations. Employees were uncertain whether the founder, the operations manager

or regional managers had final authority. Customer complaints increased and inventory costs rose.

Analysis

The original simple structure had been appropriate for a small business but was no longer suitable. The company had

expanded geographically and functionally without redesigning authority or coordination. It needed functional expertise,

regional responsiveness and integrated planning. The problem was not simply employee effort; it was structural

ambiguity and weak horizontal coordination.

Strategy / Solution

The company introduced functional departments for operations, procurement, finance, human resources and

marketing. Regional sales units were retained to maintain customer relationships. A supply-chain planning team was

created with representatives from sales, purchasing, production and finance. A monthly integrated planning process

was introduced, supported by an enterprise information system.

The founder delegated operational decisions to the chief operating officer and established approval limits. Regional

managers received authority over customer service and local staffing but could not promise exceptional delivery dates

without operations approval. A RACI matrix clarified responsibility for forecasting, purchasing, production scheduling

and customer complaints. Performance measures were shared across departments rather than based only on

individual departmental targets.

Outcome

Within twelve months, delivery reliability improved, excess inventory declined and customer complaints fell. Managers

reported faster decisions because authority was clearer. Some conflict remained between regional sales and

production, but the planning team provided a regular forum for resolution. The company continued to review the

structure as it expanded.

Learning Points



ISBM DIGITAL LIBRARY  |  EDUCATIONAL RESOURCE 77

The case demonstrates that organizational growth requires structural adaptation. Departmentalization must be

matched by coordination. Delegation does not mean abandoning control; it means assigning authority within defined

boundaries. Shared information and cross-functional goals are necessary where departments are interdependent.

13. Advantages and Benefits

Effective organizing:

- clarifies duties, authority and accountability;

- reduces duplication and wasted resources;

- develops specialist knowledge;

- improves coordination and communication;

- supports faster and better decisions;

- strengthens control and risk management;

- enables organizational growth;

- improves customer service;

- supports employee development and empowerment; and

- aligns resources with strategy.

14. Limitations and Challenges

Organizational structures can create departmental silos, competition for resources and resistance to change.

Excessive specialization may reduce flexibility, while excessive formalization may discourage initiative. Tall

hierarchies can delay communication, and wide spans can overload managers. Matrix structures may produce role

conflict. Decentralization can result in inconsistent decisions, and centralization can reduce local responsiveness.

Informal networks may bypass formal authority, creating both useful flexibility and hidden decision-making. Digital

structures may create surveillance concerns, cybersecurity exposure and dependence on unreliable data. Finally, a

structure that is effective in one period may become unsuitable when the organization changes.

15. Ethical and Governance Considerations

Managers must design structures that treat employees fairly and comply with employment, safety, equality, privacy

and professional obligations. Authority should not be concentrated without accountability. Duties should be separated

where fraud or conflicts of interest are possible, such as separating payment approval from payment processing.

Employees should know how to report misconduct and should not be punished for raising legitimate concerns.

Performance systems should not reward one department for transferring costs or risks to another. Digital monitoring

must be proportionate, transparent and consistent with privacy requirements. Governance also requires accurate

records, clear approval limits and oversight of outsourced and automated activities.

16. Current and Emerging Trends

Organizations increasingly use hybrid and remote work, requiring structures based on outcomes rather than physical

presence. Agile methods organize work into small, cross-functional teams that deliver value in short cycles. Platform

organizations coordinate internal and external contributors through digital systems. Many firms are reducing
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unnecessary hierarchy while strengthening specialist expertise and project leadership.

Global operations require structures that balance worldwide standards with local adaptation. Diversity and inclusion

are also influencing design, particularly through more participative decision-making and attention to accessibility.

Artificial intelligence may automate routine coordination, but human accountability, ethical judgment and interpersonal

leadership remain essential.

17. Best Practices

Managers should begin with strategy and customer requirements, not with an inherited organization chart. They

should define roles clearly, match authority with responsibility and keep reporting relationships understandable.

Structures should be as simple as possible but sufficiently capable of handling complexity. Coordination should be

designed deliberately through shared goals, cross-functional teams and reliable information.

Managers should consult affected employees, provide training and review outcomes after implementation. They

should distinguish decisions that require central control from those that can be delegated. Regular structure reviews

are necessary because growth, technology and environmental change alter organizational requirements.

18. Future Scope

Future organizations are likely to become more networked, data-enabled and project-based. Routine coordination will

increasingly be automated, while human roles will emphasize creativity, ethical judgment, collaboration and complex

problem-solving. Organizations may combine permanent functional communities with temporary teams formed around

customers, products or missions.

The central challenge will be maintaining accountability and organizational identity while increasing flexibility.

Successful managers will need to understand both structural principles and human behavior. They will design systems

that are adaptable without becoming confused, decentralized without becoming uncontrolled and technologically

advanced without losing fairness and trust.

19. Chapter Summary

Organizing arranges work, people, authority and resources to achieve objectives. Organizational design involves

division of work, departmentalization, span of control, hierarchy, formalization, centralization and coordination.

Authority must match responsibility, and delegation should be accompanied by accountability. Functional, product,

geographical, customer, process, project and matrix structures each have advantages and limitations. No single

structure is universally best; effective design depends on strategy, environment, technology, size and people. Formal

structures provide clarity, while informal relationships provide flexibility and social support. Digital technology

strengthens coordination but introduces privacy, cybersecurity and accountability concerns. Managers should design,

implement and continuously review structures in an ethical and strategic manner.

20. Key Terms

1. Accountability: The obligation to explain performance and accept responsibility for results.

2. Authority: The formal right to make decisions and direct others.

3. Centralization: Concentration of decision-making authority at higher organizational levels.

4. Coordination: Integration of activities so that separate efforts support common objectives.

5. Delegation: Assignment of duties and related authority to another person.
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6. Departmentalization: Grouping jobs and activities into organizational units.

7. Division of work: Breaking work into specialized tasks.

8. Formalization: The extent to which rules, procedures and roles are documented.

9. Functional structure: A structure grouping activities by specialist function.

10. Hierarchy: Levels of authority arranged from higher to lower positions.

11. Informal organization: Unofficial relationships and communication patterns among employees.

12. Matrix structure: A structure combining functional and project or product authority.

13. Organic structure: A flexible, collaborative and relatively decentralized structure.

14. Organizational design: The deliberate arrangement of work, authority and coordination mechanisms.

15. Organizational structure: The formal pattern of roles, departments and reporting relationships.

16. Responsibility: The obligation to perform assigned duties.

17. Scalar chain: The formal line of authority through organizational levels.

18. Span of control: The number of employees directly supervised by a manager.

19. Unity of command: The principle that an employee normally reports to one immediate supervisor.

20. Decentralization: Distribution of decision-making authority to lower levels or units.

21. Review Questions

Short Answer Questions

1. What is meant by organizing?

2. Distinguish between authority, responsibility and accountability.

3. Identify four common bases of departmentalization.

4. What factors influence a manager?s span of control?

5. State two differences between formal and informal organization.

Long Answer Questions

1. Explain the major principles of organizational design and discuss their managerial significance.

2. Compare functional, product, geographical and matrix structures.

3. Explain the process managers should follow when designing an organizational structure.

4. Discuss the advantages and limitations of centralization and decentralization.

5. Explain how digital technology is changing organizational design and coordination.

Analytical and Application Questions

1. A rapidly growing retail company has duplicated purchasing activities in each region, inconsistent policies and slow

communication. What structure and coordination mechanisms would you recommend, and why?
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2. A hospital wants to improve patient care by combining professional departments with patient-focused teams. Which

organizational design issues should managers consider?

3. A software firm is experiencing conflict because employees report to both functional managers and project

managers. Analyze the problem and recommend ways to make the matrix structure more effective.

22. Multiple Choice Questions with Answers

Question 1

Which principle requires that an employee normally receive instructions from one immediate supervisor?

A. Unity of command

B. Span of control

C. Departmentalization

D. Decentralization

Correct Answer: A. Unity of command

Question 2

A company groups its activities into marketing, finance, operations and human resources. What basis of

departmentalization is being used?

A. Geographical

B. Functional

C. Customer

D. Product

Correct Answer: B. Functional

Question 3

Which situation most strongly supports decentralization?

A. All branches perform identical routine tasks

B. Local managers must respond quickly to different customer needs

C. The organization faces a need for one uniform emergency policy

D. Senior managers possess all relevant local information

Correct Answer: B. Local managers must respond quickly to different customer needs

Question 4

What is the main risk when responsibility is assigned without sufficient authority?

A. Excessive specialization

B. Employee frustration and weak performance
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C. Too many informal relationships

D. Reduced organizational size

Correct Answer: B. Employee frustration and weak performance

Question 5

A matrix structure is most likely to create which managerial challenge?

A. No opportunity for specialization

B. Conflicting instructions from dual reporting relationships

C. Complete absence of coordination

D. Automatic centralization of all decisions

Correct Answer: B. Conflicting instructions from dual reporting relationships

Question 6

A wide span of control is most appropriate when employees are experienced and tasks are standardized. Why?

A. They require less close supervision

B. They need several additional reporting levels

C. They cannot work independently

D. They must receive instructions from multiple managers

Correct Answer: A. They require less close supervision

Question 7

Which coordination mechanism would best address conflict between sales forecasts and production schedules?

A. Separate departmental targets with no shared information

B. A cross-functional planning team using integrated data

C. Removing all formal procedures

D. Increasing specialization without communication

Correct Answer: B. A cross-functional planning team using integrated data

Question 8

What distinguishes an organic structure from a mechanistic structure?

A. Organic structures rely more on flexibility and lateral communication

B. Organic structures always have more management levels

C. Organic structures eliminate accountability

D. Organic structures require greater formalization

Correct Answer: A. Organic structures rely more on flexibility and lateral communication
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Question 9

Which is an ethical governance practice in organizational design?

A. Concentrating payment approval and payment processing in one person

B. Rewarding departments for transferring risks to other departments

C. Separating duties where fraud or conflicts of interest are possible

D. Monitoring employees secretly without limits

Correct Answer: C. Separating duties where fraud or conflicts of interest are possible

Question 10

A small business expands rapidly and its owner can no longer supervise every activity. What is the most appropriate

first design response?

A. Retain all decisions with the owner

B. Clarify roles, create suitable departments and delegate defined authority

C. Remove all reporting relationships

D. Avoid formalizing any procedures

Correct Answer: B. Clarify roles, create suitable departments and delegate defined authority
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Principles & Practice Of Management / Chapter 7

Chapter 7 Staffing and Human Resource Management

Chapter 7: Staffing and Human Resource Management

1. Introduction

Every organisation depends on people to convert plans, technology, finance and materials into useful goods and

services. Staffing is the managerial process of ensuring that an organisation has the right number of people, with the

right competencies, in the right positions, at the right time. Human resource management (HRM) is the broader system

through which an organisation plans, acquires, develops, rewards, supports and retains its employees.

In small businesses, staffing may be handled directly by the owner or manager. In larger organisations, it is supported

by HR specialists, supervisors, digital systems and formal policies. Nevertheless, responsibility for people

management belongs to all managers. A sales manager recruits and coaches salespeople; an operations manager

schedules employees and evaluates performance; a finance manager controls payroll costs; and senior leaders shape

the organisation?s employment culture.

Effective HRM is not merely an administrative activity. It contributes to productivity, service quality, innovation, legal

compliance, employee well-being and organisational reputation. Poor staffing can result in skill shortages, high

turnover, discrimination, unsafe work, low morale and unnecessary costs. This chapter examines the principles and

practices required to manage people fairly and effectively.

2. Learning Objectives

After studying this chapter, students should be able to:

1. Explain the meaning, purpose and scope of staffing and HRM.

2. Apply workforce planning and job analysis to organisational needs.

3. Describe effective job design, recruitment, selection and onboarding.

4. Explain training, development, performance appraisal and career management.

5. Discuss compensation, employee retention, diversity and labour relations.

6. Apply relevant theories and models to practical HR problems.

7. Identify ethical, legal, technological and governance issues in HRM.

8. Recommend integrated staffing solutions for organisational situations.

3. Meaning and Concept

Staffing

Staffing is the managerial function concerned with filling and maintaining positions in an organisation. It includes

estimating human resource requirements, attracting applicants, selecting suitable employees, placing them in jobs and

ensuring that vacancies are addressed in the future. Staffing is therefore both a quantitative activity-determining how

many employees are required-and a qualitative activity-determining what knowledge, skills, attitudes and experience

are needed.
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Human Resource Management

Human resource management is the systematic management of people at work in order to achieve organisational and

individual objectives. It includes workforce planning, job design, recruitment, selection, orientation, training,

performance management, compensation, employee relations, health and safety, diversity, career development and

separation.

HRM views employees as human resources and also as stakeholders whose knowledge, motivation and commitment

influence organisational performance. Modern HRM therefore combines organisational requirements with respect for

employee rights, dignity and well-being.

Personnel administration and strategic HRM

Traditional personnel administration focused largely on records, payroll, attendance and compliance. Strategic HRM

has a wider focus. It aligns people policies with organisational strategy. For example, a company competing through

innovation may require flexible jobs, continuous learning, collaboration and rewards for creativity. A company

competing through low cost may emphasise efficient staffing, standardised processes and productivity controls.

Strategic HRM asks how people can create sustainable organisational value while remaining fairly treated.

4. Fundamental Principles

Several principles guide effective staffing and HRM.

Alignment with organisational goals

Staffing decisions should support the organisation?s mission, strategy and operating plans. Hiring highly specialised

researchers is unsuitable for a business whose immediate need is basic customer service, unless the strategy

requires research capability.

The right person for the right job

Selection should be based on job-related requirements rather than personal preference, stereotypes or irrelevant

characteristics. Job analysis provides the evidence needed to define suitable qualifications and competencies.

Merit and fairness

Recruitment, promotion, pay and discipline should be based on clear, consistently applied criteria. Employees should

have access to understandable procedures and opportunities to present their views.

Legal and ethical compliance

HR decisions must comply with employment legislation, contracts, health and safety requirements, privacy rules and

anti-discrimination standards. Legal compliance is a minimum; ethical management also requires respect,

transparency and responsible treatment.

Equal opportunity and inclusion

People should not be disadvantaged because of characteristics unrelated to job performance. Inclusive practice also

requires removing unnecessary barriers so that individuals from different backgrounds can contribute fully.

Employee development
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Organisations benefit when they develop employee capability rather than treating labour as a disposable cost.

Training, coaching, career opportunities and meaningful work support both performance and retention.

Consistency with appropriate flexibility

Similar situations should be handled consistently, but managers must recognise legitimate differences in jobs,

performance and circumstances. Excessive rigidity can be as harmful as arbitrary treatment.

Confidentiality and respect

Personal data, medical information, disciplinary records and performance assessments must be handled carefully.

Employees should be treated as people with dignity, not merely as inputs to production.

5. Major Components / Elements

Workforce planning

Workforce planning forecasts the number and types of employees required and compares these requirements with

current capability. It considers business growth, technology, turnover, retirements, seasonal demand and

labour-market conditions.

Job analysis and job design

Job analysis identifies duties, responsibilities, working conditions and required competencies. Its outputs commonly

include a job description and a person specification. Job design determines how tasks are grouped and performed.

Approaches include job rotation, job enlargement, job enrichment, teamwork and flexible work.

Recruitment

Recruitment involves attracting qualified candidates. Internal recruitment uses promotion, transfer and employee

referrals; external recruitment uses advertising, educational institutions, employment agencies, professional networks

and online platforms. Recruitment messages should accurately describe the work and employment conditions.

Selection and placement

Selection is the process of gathering and evaluating evidence to decide which applicants are most suitable. Methods

include application screening, structured interviews, work samples, ability tests, assessment centres and reference

checks. Placement assigns the selected person to an appropriate position and work location.

Onboarding and socialisation

Onboarding introduces new employees to the organisation, their role, colleagues, policies, tools and performance

expectations. Effective onboarding extends beyond a first-day orientation. It includes early support, role clarification,

feedback and integration into the team.

Training and development

Training improves capability for current work. Development prepares employees for broader responsibilities and future

roles. Methods include instruction, coaching, mentoring, job rotation, simulations, e-learning and project assignments.

Performance management
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Performance management is a continuous process of setting expectations, supporting performance, reviewing results

and improving capability. It is broader than an annual appraisal. Good systems link individual objectives with

organisational goals and use reliable evidence.

Compensation and benefits

Compensation includes wages, salaries, commissions, bonuses and non-financial rewards. Benefits may include

leave, insurance, retirement contributions, flexible work and wellness support. A fair reward system considers internal

equity, external competitiveness, individual contribution and affordability.

Employee relations

Employee relations concern the relationship between employees, managers and the organisation. They include

communication, grievance handling, discipline, consultation, conflict management and, where applicable, collective

bargaining with trade unions.

Retention and separation

Retention involves keeping valuable employees by providing fair rewards, development, supportive leadership,

meaningful work and manageable workloads. Separation may occur through resignation, retirement, redundancy,

dismissal or contract completion. It should be handled lawfully, respectfully and consistently.

6. Process / Framework / Methodology

An integrated HRM process can be organised into the following stages.

Stage 1: Analyse organisational direction

Managers begin by examining strategy, budgets, customers, technology and operating plans. A business opening new

branches will require a different workforce plan from a business automating its production line.

Stage 2: Conduct workforce analysis

The organisation identifies its current workforce by number, location, skills, age profile, performance, potential and

employment status. It then forecasts future demand and supply. A gap may be a shortage of technicians, an excess of

clerical roles or a mismatch between current skills and future technology.

Stage 3: Analyse and design jobs

Managers document job purposes, key duties, reporting relationships, authority, working conditions and performance

standards. Competencies should be observable and relevant. For example, ?communicates effectively with

customers? is more useful than an indefinite requirement such as ?has a good personality.?

Stage 4: Choose a resourcing response

A gap can be addressed through recruitment, promotion, redeployment, outsourcing, temporary employment,

overtime, automation or training. Managers should compare cost, speed, quality, risk and employee impact before

choosing a response.

Stage 5: Recruit applicants
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The organisation selects appropriate sources and communicates an accurate employment proposition. Recruitment

should reach diverse candidates and avoid unnecessarily restrictive criteria. Internal applicants should be treated

transparently, even when an external search is also conducted.

Stage 6: Select and appoint

A defensible selection process establishes criteria before reviewing candidates, uses structured evidence and

documents decisions. Interviews should ask candidates comparable job-related questions. Selection tests should be

valid, reliable and accessible to people who require reasonable accommodation.

Stage 7: Onboard and develop

The new employee receives information, resources, training and support. Early objectives should be realistic and

reviewed frequently. A supervisor, mentor or buddy can help the employee understand both formal procedures and

workplace norms.

Stage 8: Manage performance

Managers agree on objectives, measures, standards and review dates. Feedback should be timely and specific.

Where performance is weak, managers should distinguish lack of skill from lack of effort, unclear expectations,

inadequate resources or personal circumstances before deciding on corrective action.

Stage 9: Reward and retain

The organisation reviews pay fairness, workload, career opportunities, recognition and employee voice. Retention

strategies should address the causes of departure rather than relying only on counteroffers.

Stage 10: Evaluate HR outcomes

Useful measures include time to fill vacancies, quality of hire, turnover, absenteeism, training application, internal

promotion, employee engagement, productivity, safety incidents and diversity representation. Metrics should be

interpreted carefully and combined with qualitative information.

7. Important Theories and Models

Maslow?s hierarchy of needs

Maslow proposed that human needs progress from physiological and safety needs to belonging, esteem and

self-actualisation. In employment, pay and safe conditions are important foundations, but recognition, relationships,

responsibility and personal growth may also influence motivation. The hierarchy is useful as a general framework,

although people do not always satisfy needs in a fixed sequence.

Herzberg?s two-factor theory

Herzberg distinguished hygiene factors-such as pay, supervision, policy and working conditions-from motivators such

as achievement, recognition, responsibility and advancement. Poor hygiene factors can create dissatisfaction, while

their improvement alone may not create strong motivation. Managers should therefore improve basic conditions and

enrich work.

Equity theory
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Equity theory proposes that employees compare their contributions and outcomes with those of other people.

Perceived unfairness may reduce effort, increase conflict or cause employees to leave. Transparent pay structures,

consistent promotion criteria and respectful explanations help manage equity perceptions.

Expectancy theory

According to expectancy theory, motivation depends on the belief that effort will produce performance, performance

will lead to outcomes and those outcomes are valuable. HR systems should provide resources and training, connect

performance with rewards and offer rewards employees actually value.

Goal-setting theory

Specific, challenging and accepted goals can improve performance when employees receive feedback and possess

the ability to achieve them. Goals should not encourage unsafe, unethical or excessively narrow behaviour.

AMO model

The ability-motivation-opportunity model states that performance depends on employees having the ability to perform,

the motivation to apply it and the opportunity to contribute. Recruitment and training build ability; rewards and

leadership support motivation; participation, information and job design provide opportunity.

Balanced approach to performance

A useful managerial model combines results, behaviours and development. Results show what was achieved;

behaviours show how work was performed; development concerns what capability is needed next. Considering all

three reduces the risk of rewarding results gained through unacceptable conduct.

8. Practical Applications

A small retailer forecasting holiday demand may use sales data to estimate staffing needs, recruit temporary

employees, provide brief product training and schedule shifts fairly. A manufacturing business introducing automated

equipment may retrain existing workers rather than dismissing them immediately. A service organisation experiencing

customer complaints may redesign jobs, clarify authority and coach supervisors instead of blaming frontline

employees.

Recruitment should be treated as a communication process. Candidates assess the organisation just as the

organisation assesses them. Unrealistic promises may fill vacancies quickly but produce early turnover. A realistic job

preview can reduce later disappointment.

Performance appraisal is most effective when it is connected to regular conversations. A manager can review targets

monthly, identify obstacles and agree on support. The formal annual review then becomes a summary of an ongoing

process rather than a surprising judgement.

Retention requires diagnosis. Exit interviews, stay interviews, absenteeism data and team discussions may reveal that

employees leave because of unpredictable scheduling, poor supervision, limited growth or inequitable pay. Different

groups may experience the same policy differently, so workforce data should be examined for patterns.

Diversity management includes recruitment, accessible facilities, inclusive language, unbiased promotion, flexible

arrangements and action against harassment. Inclusion means that employees are able to speak, participate and

influence decisions, not simply that they are numerically represented.
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9. Examples

Example 1: Workforce planning. A hotel expects occupancy to rise by 25 percent during a festival. It compares

projected room demand with current housekeeping capacity. The manager combines additional part-time recruitment,

cross-training and adjusted shifts rather than hiring an unnecessarily large permanent workforce.

Example 2: Selection. A customer-service centre replaces informal interviews with a structured interview and a short

customer scenario. All applicants receive the same core questions and are scored against defined competencies. This

improves comparability and reduces the influence of personal bias.

Example 3: Training evaluation. A warehouse introduces safety training. It measures attendance, knowledge,

observed safe behaviour and accident trends. Completion alone is not treated as proof that the training worked.

Example 4: Compensation. A sales organisation combines a reasonable base salary with a carefully designed

incentive. The incentive rewards profitable sales and customer retention rather than sales volume alone, reducing

pressure to make unsuitable promises to customers.

10. Technology and Digital Applications

Human resource information systems store employee records, contracts, leave, attendance, payroll and organisational

data. Applicant-tracking systems help manage vacancy advertising, applications, communication and workflow.

Learning-management systems provide digital courses, assessments and records of completion.

Video interviews and collaboration platforms can expand access to candidates in different locations, but organisations

should ensure reliable connectivity, data protection and equal treatment. Workforce analytics can identify turnover

patterns, skills gaps and absence trends. Predictive tools may support decisions, but their recommendations require

human review.

Artificial intelligence can assist with drafting job advertisements, matching skills, answering routine employee

questions and identifying learning resources. However, automated systems may reproduce historical discrimination,

use inaccurate proxies or make decisions that candidates cannot understand. Human oversight, audit trails,

explainability, data minimisation and appeal processes are essential. Technology should support sound managerial

judgement, not replace accountability.

11. Strategic / Managerial Importance

HRM supports competitive advantage when employee knowledge and relationships are valuable, difficult to imitate

and effectively organised. Strong staffing improves productivity by placing capability where it is most needed. Good

job design and training improve quality and reduce errors. Fair rewards and supportive management strengthen

commitment and reduce replacement costs.

HRM also manages organisational risk. Proper contracts, records, safety systems and grievance procedures reduce

legal and reputational exposure. Succession planning protects continuity when key employees leave. Workforce

planning helps organisations respond to growth, crisis, demographic change and technological disruption.

For managers, people management is central to execution. A strategy cannot be implemented if the organisation lacks

the necessary skills, leadership, cooperation and motivation. HR metrics should therefore be connected to operational

and strategic outcomes rather than reported as isolated statistics.

12. Detailed Case Study

The following is a fictional illustrative case.
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Background

HarbourFresh is a growing food-delivery company employing 85 people. Customer demand increased rapidly, but the

company continued using informal recruitment and supervisor judgement. New delivery coordinators received little

orientation, performance expectations varied between teams and annual turnover reached 38 percent.

Problem

Customers complained about late deliveries and inconsistent communication. Supervisors blamed employees, while

employees reported unrealistic schedules, inadequate training and unequal allocation of weekend shifts. Two

experienced coordinators resigned, leaving new employees to train one another.

Analysis

The management team reviewed turnover data, customer complaints, exit interviews and work schedules. It found that

the organisation had no workforce forecast, no clear job descriptions and no standard selection method. Some

supervisors rewarded speed even when it reduced service quality. Employees also perceived that preferred shifts

were allocated unfairly. The problem was therefore systemic rather than simply a lack of employee effort.

Strategy / Solution

HarbourFresh first analysed the coordinator role and identified competencies in scheduling, communication,

problem-solving, digital system use and customer care. It introduced a structured selection process using a realistic

scheduling exercise and consistent interview questions.

New employees received a two-week onboarding programme, including system practice, customer-service standards,

safety procedures and shadowing. Supervisors were trained to set weekly objectives and hold short coaching

conversations. Performance measures were revised to include on-time delivery, accurate communication, customer

feedback and teamwork rather than speed alone.

The company published shift-allocation rules, introduced a process for requesting schedule changes and established

a confidential grievance channel. It also created a skills-based pay progression and offered experienced coordinators

mentoring responsibilities. Monthly data reviews examined turnover, absenteeism, complaints and performance by

team to identify unintended bias.

Outcome

After nine months, turnover fell to 21 percent, customer complaints declined and new employees reached expected

productivity more quickly. Employees reported greater clarity about performance and improved confidence in shift

allocation. Management also discovered that one route-planning process, rather than employee effort, caused many

delays and corrected it through software and scheduling changes.

Learning Points

1. Staffing problems often reflect job design, supervision and systems, not only individual capability.

2. Selection, onboarding, performance management and rewards must reinforce the same service objectives.

3. Fair procedures can improve trust even when managers cannot satisfy every preference.

4. HR data is most useful when combined with employee and customer evidence.

5. Technology improves results only when work processes and accountability are also addressed.



ISBM DIGITAL LIBRARY  |  EDUCATIONAL RESOURCE 91

13. Advantages / Benefits

Effective staffing and HRM:

- place suitable people in suitable roles;

- improve productivity, quality and customer service;

- reduce avoidable turnover and recruitment costs;

- support employee motivation and commitment;

- develop future leaders and organisational capability;

- promote fairness, diversity and inclusion;

- improve legal, safety and governance compliance;

- help organisations adapt to technology and market change; and

- strengthen organisational reputation as an employer.

14. Limitations / Challenges

HRM decisions are affected by uncertain forecasts, changing labour markets and incomplete information. Recruitment

can be costly and a good selection process cannot guarantee future performance. Performance ratings may contain

bias, especially where jobs are difficult to measure. Compensation may be constrained by limited budgets, and

training may not transfer to work without managerial support.

Technology can create privacy risks, surveillance concerns and algorithmic discrimination. Workforce metrics may

encourage managers to focus on what is easily counted rather than what is important. Diversity initiatives can fail

when they are symbolic, isolated from promotion and reward systems or resisted by managers. Finally, HR policies

may be formally fair but experienced differently by different groups.

15. Ethical and Governance Considerations

Managers should obtain and use employee data for legitimate purposes, limit access and protect it from unauthorised

disclosure. Monitoring should be proportionate and communicated clearly. Recruitment and promotion decisions

should avoid discrimination and provide reasonable accommodation where required.

Organisations must prevent harassment, bullying, retaliation and conflicts of interest. Complaints should be

investigated promptly and impartially. Disciplinary action should follow known rules, rely on evidence and allow the

employee an opportunity to respond.

Employment decisions should be explainable, particularly when technology assists selection or performance analysis.

Managers should distinguish genuine performance concerns from protected personal characteristics or

circumstances. Governance requires clear authority, documented decisions, independent review where appropriate

and accountability for outcomes.

16. Current and Emerging Trends

Important developments include hybrid and remote work, skills-based hiring, lifelong learning, employee experience

design, flexible scheduling and increased attention to mental health. Organisations are using internal talent

marketplaces to match employees with projects and learning opportunities.
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Automation and generative artificial intelligence are changing jobs and creating demand for digital, analytical and

human skills. The emphasis is shifting from fixed qualifications toward demonstrable capabilities, although

qualifications remain essential in regulated professions. Pay transparency and stronger expectations concerning

social responsibility are also influencing employer reputation.

The ageing workforce, cross-border employment and changing family responsibilities require more inclusive

approaches to flexibility and career design. At the same time, organisations face pressure to balance productivity with

privacy, well-being and meaningful employee voice.

17. Best Practices

1. Link workforce plans to organisational strategy and realistic forecasts.

2. Base job requirements on evidence from job analysis.

3. Use inclusive, accurate recruitment communications.

4. Apply structured, job-related selection methods.

5. Provide practical onboarding and early feedback.

6. Treat performance management as a continuous dialogue.

7. Combine fair financial rewards with recognition and development.

8. Train managers in coaching, law, bias awareness and conflict handling.

9. Provide safe channels for complaints and employee participation.

10. Monitor HR outcomes by relevant employee groups to identify inequity.

11. Protect personal data and audit digital decision tools.

12. Review policies regularly using employee, customer and operational evidence.

18. Future Scope

The future of HRM will involve closer cooperation between people and intelligent technologies. Routine administration

will increasingly be automated, allowing HR professionals and managers to focus on workforce strategy, capability

development, culture and employee experience. Organisations will need to reskill employees continuously and

redesign jobs as technology changes tasks.

Future HR leaders will also be expected to interpret data responsibly, manage distributed workforces and build trust

around algorithmic decisions. The most effective organisations will not treat technology and efficiency as substitutes

for human judgement. They will integrate productivity with inclusion, sustainability, psychological safety and respect for

human rights.

19. Chapter Summary

Staffing ensures that organisations obtain and maintain the people required to perform their work. HRM is a

comprehensive system covering workforce planning, job analysis, recruitment, selection, onboarding, development,

performance, rewards, employee relations, retention and separation. Effective HRM aligns people practices with

strategy while applying fairness, legality, inclusion and respect.

Managers should begin with workforce and job analysis, choose appropriate resourcing methods, use structured

selection, provide meaningful onboarding and manage performance continuously. Motivation theories explain why pay
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alone is insufficient and why fairness, achievement, growth, opportunity and recognition matter. Digital tools can

improve efficiency but require privacy protection, human oversight and ethical governance. Ultimately, strong HRM

creates organisational capability while supporting employee dignity and sustainable performance.

20. Key Terms

1. Staffing: Filling and maintaining organisational positions with suitable employees.

2. Human resource management: Systematic management of people to achieve organisational and individual

objectives.

3. Workforce planning: Forecasting future workforce requirements and comparing them with available capability.

4. Job analysis: Systematic examination of a job?s duties, responsibilities and requirements.

5. Job description: Written statement of a job?s duties, authority, relationships and conditions.

6. Person specification: Statement of qualifications, competencies and attributes required for a job.

7. Job design: Arrangement of tasks, responsibilities and relationships within a job.

8. Recruitment: Activities used to attract potential applicants.

9. Selection: Evaluation of applicants to determine who should be appointed.

10. Onboarding: Process of integrating a new employee into the organisation and role.

11. Training: Planned learning that improves capability for current work.

12. Development: Learning that prepares employees for future responsibilities.

13. Performance management: Continuous process of setting expectations, supporting work and reviewing results.

14. Compensation: Financial and non-financial rewards provided for work.

15. Employee retention: Organisational efforts to keep valuable employees.

16. Employee relations: Management of relationships, communication, conflict and consultation at work.

17. Diversity: Presence of differences among employees, including backgrounds, identities and experiences.

18. Inclusion: Conditions that enable diverse employees to participate and contribute fully.

19. Equity: Perceived fairness of contributions, outcomes and treatment.

20. Succession planning: Preparing people to fill important future positions.

21. Review Questions

Short Answer Questions

1. Define staffing and distinguish it from human resource management.

2. What is the difference between a job description and a person specification?

3. Identify four activities included in performance management.

4. Why is onboarding more than a first-day orientation?

5. State two risks associated with using artificial intelligence in HRM.
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Long Answer Questions

1. Explain the stages of an integrated workforce-planning and staffing process.

2. Discuss how recruitment and selection can be designed to promote fairness and validity.

3. Explain the contribution of training, performance management and compensation to employee retention.

4. Compare Herzberg?s two-factor theory with expectancy theory and show their managerial implications.

5. Discuss the ethical and governance responsibilities involved in employee data and digital HR systems.

Analytical / Application Questions

1. A growing restaurant has high turnover among kitchen assistants. Apply workforce planning, job analysis,

onboarding and retention principles to recommend a solution.

2. A company?s automated screening tool rejects substantially more applicants from one demographic group. Analyse

possible causes and recommend governance actions.

3. A sales team achieves its revenue target but receives many customer complaints. Design a revised

performance-management and reward approach that balances results, behaviour and development.

22. Multiple Choice Questions with Answers

Question 1

Which activity best represents workforce planning?

A. Recording yesterday?s employee attendance

B. Forecasting future staffing needs and comparing them with available skills

C. Issuing an employee identity card

D. Conducting a retirement celebration

Correct Answer: B. Forecasting future staffing needs and comparing them with available skills

Question 2

What is the main purpose of a person specification?

A. To describe the organisation?s history

B. To list the employee?s monthly attendance

C. To identify the qualifications and competencies required for a job

D. To calculate annual payroll tax

Correct Answer: C. To identify the qualifications and competencies required for a job

Question 3

Which selection practice most improves comparability among candidates?

A. Asking each candidate completely different informal questions
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B. Selecting the candidate recommended by the most senior manager

C. Using structured questions and predefined scoring criteria

D. Choosing the applicant who lives nearest to the office

Correct Answer: C. Using structured questions and predefined scoring criteria

Question 4

A manager gives employees regular feedback, removes obstacles and reviews progress toward agreed objectives.

This is primarily an example of:

A. Performance management

B. Job advertising

C. Payroll administration

D. Workforce separation

Correct Answer: A. Performance management

Question 5

According to the AMO model, employee performance depends on ability, motivation and:

A. Opportunity to contribute

B. Organisational size

C. Office location

D. Length of the employment contract

Correct Answer: A. Opportunity to contribute

Question 6

A company rewards salespeople only for sales volume, causing misleading promises to customers. What is the best

HR response?

A. Increase the sales target further

B. Ignore customer complaints if revenue rises

C. Include customer outcomes and ethical behaviour in performance measures

D. Remove all performance information

Correct Answer: C. Include customer outcomes and ethical behaviour in performance measures

Question 7

Which action best supports equitable recruitment?

A. Using vague criteria based on personal similarity to the manager

B. Applying job-related criteria consistently and providing reasonable accommodation
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C. Hiring only through informal personal networks

D. Rejecting candidates with non-traditional career histories automatically

Correct Answer: B. Applying job-related criteria consistently and providing reasonable accommodation

Question 8

What is a major ethical risk of algorithmic hiring tools?

A. They always eliminate the need for managers

B. They may reproduce bias contained in historical data

C. They guarantee equal outcomes for all applicants

D. They prevent organisations from storing any data

Correct Answer: B. They may reproduce bias contained in historical data

Question 9

Which situation best illustrates job enrichment?

A. Adding greater responsibility, decision authority and meaningful tasks to a job

B. Moving an employee to a different office without changing duties

C. Reducing all tasks to one repetitive activity

D. Replacing a permanent employee with a temporary worker

Correct Answer: A. Adding greater responsibility, decision authority and meaningful tasks to a job

Question 10

HarbourFresh reduced turnover after clarifying roles, improving onboarding and making shift allocation transparent.

What does this demonstrate?

A. Turnover is caused only by low wages

B. HR problems can require integrated changes to systems and management practices

C. Recruitment is unnecessary when demand increases

D. Performance measures should focus only on speed

Correct Answer: B. HR problems can require integrated changes to systems and management practices
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Principles & Practice Of Management / Chapter 8

Chapter 8 Motivation and Employee Engagement

Chapter 8: Motivation and Employee Engagement

1. Introduction

Managers achieve results through people. Employees contribute knowledge, skills, effort, creativity and judgement,

but the level and quality of that contribution are influenced by motivation and engagement. A technically competent

employee may perform poorly when work lacks meaning, recognition or fairness. Conversely, employees who feel

valued and involved often exceed formal job requirements.

Motivation and engagement are related but distinct. Motivation concerns the forces that initiate, direct and sustain

effort. Engagement is a broader condition involving energy, commitment, involvement and psychological connection

with work and the organisation. Effective managers therefore do more than offer financial rewards. They design jobs,

relationships, goals and systems that encourage worthwhile performance while supporting employee well-being.

This chapter examines major theories of motivation and shows how they can be applied to rewards, recognition,

empowerment and employee engagement.

2. Learning Objectives

By the end of this chapter, students should be able to:

1. Define motivation and employee engagement and distinguish between them.

2. Explain the major content and process theories of motivation.

3. Compare Maslow?s, Herzberg?s and McClelland?s theories.

4. Apply expectancy, equity, reinforcement and goal-setting theories to management situations.

5. Design practical reward, recognition, empowerment and engagement approaches.

6. Evaluate ethical, technological and strategic issues in motivation management.

3. Meaning and Concept

Motivation is the set of internal and external forces that influence the direction, intensity and persistence of an

employee?s behaviour. Direction refers to what a person chooses to do; intensity refers to the level of effort; and

persistence refers to how long the effort continues. Motivation may arise from intrinsic sources, such as enjoyment,

achievement and personal growth, or extrinsic sources, such as pay, promotion and praise.

Employee engagement is the extent to which employees bring energy, attention, commitment and personal

involvement to their work. An engaged employee understands the purpose of the job, feels able to perform effectively,

experiences a degree of belonging and is willing to contribute beyond minimum requirements. Engagement is not

identical to job satisfaction. A satisfied employee may be comfortable but passive; an engaged employee is

psychologically invested and actively contributes.

Motivation is also different from ability and opportunity. Performance can be represented as a useful management

framework: performance depends on motivation, ability and opportunity to participate. A motivated employee cannot

perform effectively without training, resources, clear expectations and reasonable working conditions.
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4. Fundamental Principles

Several principles guide sound motivational practice.

People differ. Employees have different needs, personalities, careers, cultures and life circumstances. A reward that

motivates one employee may have little effect on another.

Meaning matters. Employees are more likely to commit effort when they understand how their work benefits

customers, colleagues or society.

Fairness is essential. Employees assess not only the size of rewards but also the fairness of decisions, procedures

and treatment.

Motivation is continuous. A single bonus or motivational speech rarely produces lasting commitment. Motivation is

shaped by everyday management, job design and organisational systems.

Internal and external motivation interact. Pay and recognition are important, but excessive external control may

weaken interest in work that employees previously found meaningful.

Trust supports engagement. Promises must be credible, managers must keep commitments, and employees must feel

safe to express ideas and concerns.

Performance management should develop rather than merely judge. Feedback, coaching and learning opportunities

are more constructive than a system focused only on penalties.

5. Major Components / Elements

Needs and motives

Needs are states of deficiency or desire that influence behaviour. They may involve security, belonging, achievement,

status, autonomy or personal growth. Motives are the specific reasons why an individual chooses a particular action.

Goals and expectations

Employees direct effort toward outcomes they value and believe they can achieve. Clear goals, credible performance

standards and information about results are therefore important.

Rewards and consequences

Rewards may be financial or non-financial, individual or team-based, immediate or delayed. Consequences also

include feedback, promotion, development opportunities and removal of undesirable conditions.

Job design

Autonomy, variety, responsibility, task significance and opportunities to use skills can make work intrinsically

motivating. Poorly designed jobs can create boredom, stress and withdrawal.

Recognition and feedback

Recognition communicates that effort or achievement has been noticed. Feedback helps employees understand what

is effective and what requires improvement.

Empowerment and participation
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Empowerment involves giving employees information, competence, discretion and responsibility. Participation can

increase ownership when employees genuinely influence decisions.

Organisational climate

Leadership behaviour, fairness, inclusion, communication and psychological safety create the context in which

motivation operates.

6. Process / Framework / Methodology

Managers can use the following motivation and engagement framework.

Step 1: Diagnose the situation. Determine whether the problem concerns willingness, ability, resources, role clarity,

workload, relationships or fairness. Avoid assuming that low performance is simply a lack of motivation.

Step 2: Understand employee needs. Use respectful conversations, surveys, observation and performance data. Ask

employees what enables or obstructs effective work.

Step 3: Clarify purpose and expectations. Explain the importance of the role, define standards and connect individual

work with organisational objectives.

Step 4: Remove barriers. Provide training, equipment, staffing, information and authority. An organisation should not

demand results while withholding the means of achieving them.

Step 5: Set challenging but achievable goals. Agree on measurable outcomes, timelines and priorities. Allow

employees to participate where appropriate.

Step 6: Align rewards and recognition. Reward behaviours and results that support ethical organisational objectives.

Use a balanced combination of pay, development, flexibility, recognition and meaningful work.

Step 7: Provide feedback and coaching. Feedback should be timely, specific, balanced and focused on behaviour or

results rather than personal attacks.

Step 8: Review fairness and impact. Examine whether the system produces unintended competition, bias, stress or

manipulation. Adjust the approach using employee feedback and evidence.

7. Important Theories and Models

Maslow?s hierarchy of needs

Maslow proposed five levels of needs: physiological needs, safety, social belonging, esteem and self-actualisation.

Lower-level needs were traditionally presented as requiring satisfaction before higher-level needs become dominant.

In management, the model suggests that employees may value adequate pay and safe working conditions, social

relationships, respect and opportunities for growth. However, research does not consistently support a rigid universal

sequence. People may pursue several needs at once, and cultural and personal differences affect priorities. The

model is therefore useful as a checklist of possible needs rather than a precise prediction of behaviour.

Herzberg?s two-factor theory

Herzberg distinguished between hygiene factors and motivators . Hygiene factors include salary, company policy,

supervision, job security, working conditions and relationships. Their absence creates dissatisfaction, but their

presence does not necessarily create strong motivation. Motivators include achievement, recognition, responsibility,

advancement and the work itself. These factors can produce satisfaction and stronger commitment.
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The practical implication is that managers must first reduce serious dissatisfaction and then enrich work. Increasing

pay may correct an inequity, but it may not create lasting enthusiasm if employees have no autonomy, challenge or

development. Herzberg?s theory has limitations, including methodological concerns and the fact that the same factor

may motivate one employee and merely prevent dissatisfaction for another.

McClelland?s acquired-needs theory

McClelland identified three learned needs. The need for achievement involves a desire to accomplish challenging

goals and receive feedback. The need for affiliation concerns warm relationships and acceptance. The need for power

involves influencing people or outcomes; it may be personal or directed toward organisational purposes.

Managers can tailor roles accordingly. An achievement-oriented employee may value challenging assignments and

measurable results. An affiliation-oriented employee may respond to teamwork and supportive relationships. An

employee with a constructive need for power may be effective in leadership or change roles. Managers should avoid

stereotyping and should use discussion and observation rather than assumptions.

Expectancy theory

Vroom?s expectancy theory explains motivation through three beliefs:

- Expectancy: belief that effort will lead to performance.

- Instrumentality: belief that performance will lead to a particular outcome.

- Valence: value attached to that outcome.

Motivation is high when employees believe they can perform, trust that performance will be recognised, and value the

reward. For example, a sales employee may not be motivated by a commission if targets are impossible, sales results

are measured inaccurately or the reward is not personally valuable. Managers can improve expectancy through

training and resources, instrumentality through transparent reward systems, and valence by offering varied rewards.

Equity theory

Equity theory proposes that employees compare the relationship between their inputs and outcomes with the

relationships of relevant others. Inputs include effort, experience, time and skills; outcomes include pay, status,

recognition and opportunities. Perceived under-reward may cause reduced effort, complaints, withdrawal or attempts

to restore balance. Perceived over-reward may also create discomfort, although reactions vary.

Equity is subjective. Managers should communicate criteria, apply procedures consistently, explain differences and

monitor equal opportunity. Pay transparency may improve trust when supported by rational and fair structures, but

poorly explained differences can damage engagement.

Reinforcement theory

Reinforcement theory focuses on the consequences of behaviour. Positive reinforcement provides a desirable

consequence after desired behaviour, such as recognition for excellent customer service. Negative reinforcement

removes an unpleasant condition when desired behaviour occurs; it is not the same as punishment. Punishment

introduces an undesirable consequence or removes a desirable one. Extinction occurs when a previously rewarded

behaviour is no longer reinforced.

Reinforcement is most effective when consequences are timely, predictable and linked to observable behaviour.

Managers should not reward unsafe shortcuts or unethical sales practices merely because they produce short-term

results. Excessive punishment can create fear, concealment and resentment.
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Goal-setting theory

Locke and Latham argued that specific and challenging goals generally produce better performance than vague

instructions such as ?do your best,? provided employees accept the goals and have the ability and resources to

achieve them. Feedback, task complexity and commitment also influence results.

Goals should be clear, measurable and connected to meaningful outcomes. Organisations should combine

performance goals with learning, quality and ethical goals. A narrow target can produce gaming, unhealthy

competition or neglect of unmeasured responsibilities.

Self-determination perspective

Self-determination theory highlights autonomy, competence and relatedness. Employees are more likely to experience

high-quality motivation when they have meaningful choice, feel capable and experience supportive relationships.

Managers can support these needs by explaining purpose, inviting input, developing skills and avoiding unnecessary

control.

Job characteristics model

The job characteristics model identifies skill variety, task identity, task significance, autonomy and feedback as core

job characteristics. These influence experienced meaningfulness, responsibility and knowledge of results, which in

turn affect motivation, satisfaction and performance. Job redesign, rotation, enrichment and enriched feedback can

therefore improve engagement.

8. Practical Applications

Rewards

A total-rewards approach combines base pay, variable pay, benefits, recognition, career opportunities, learning,

flexibility and meaningful work. Financial rewards should be competitive, affordable and linked to legitimate

performance measures. Individual incentives may encourage accountability, while team incentives support

collaboration. A balanced system avoids rewarding quantity at the expense of quality, safety or customer trust.

Recognition

Recognition should be timely, sincere, specific and related to valued contribution. It may include a personal message,

public appreciation, an opportunity to present work, additional responsibility or professional development. Recognition

should not become arbitrary favouritism. Criteria should be understandable and accessible to different categories of

employees, including remote and less visible workers.

Empowerment

Empowerment requires more than telling employees to ?take ownership.? Managers must provide authority,

information, competence and accountability. For example, a customer-service employee may be authorised to resolve

a complaint up to a specified value without seeking managerial approval. Empowerment improves speed and

ownership when boundaries are clear and mistakes are treated as learning opportunities rather than automatic

grounds for blame.

Employee engagement
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Engagement practices include meaningful work, supportive leadership, regular communication, voice mechanisms,

career development, manageable workloads, inclusion and psychological safety. Pulse surveys can identify trends,

but surveys must be followed by visible action. Engagement cannot be created through social events alone when

employees face unfair pay, excessive workload or poor management.

Flexible and hybrid work

Flexibility may improve autonomy and work-life integration, but it requires clear outcomes, communication norms and

equitable access to opportunities. Managers should evaluate results rather than physical visibility and should prevent

remote employees from becoming excluded from information or advancement.

9. Examples

A hotel experiencing high staff turnover might first examine wages and schedules, but it should also investigate

supervision, workload, career paths and recognition. A combined response could include predictable rosters,

supervisor training, a fair service-quality bonus, peer recognition and cross-training for promotion.

A manufacturing firm seeking safer behaviour should not reward output alone. It could set safety and quality goals,

recognise hazard reporting, provide equipment and reinforce safe procedures. Employees should never be pressured

to conceal incidents to protect performance statistics.

A software team with low engagement may benefit from greater autonomy, clearer priorities, regular customer

feedback, learning time and realistic delivery goals. A bonus alone may fail if employees believe deadlines are

impossible or decisions are controlled excessively.

10. Technology and Digital Applications

Digital human-resource information systems can connect performance objectives, learning records, recognition and

reward data. Pulse-survey platforms can collect frequent feedback, while collaboration tools support communication in

distributed teams. Learning-management systems can provide personalised development paths, and digital

recognition platforms can make appreciation visible across locations.

People analytics may identify turnover patterns, workload concerns or differences in promotion rates. However,

algorithmic recommendations must be explainable, validated and monitored for bias. Productivity-monitoring software

can damage trust when it measures keystrokes or online presence rather than meaningful results. Technology should

support managerial judgement and employee development, not replace human conversation or become covert

surveillance.

11. Strategic / Managerial Importance

Motivation and engagement influence productivity, service quality, innovation, attendance, retention and

organisational citizenship. They also affect the organisation?s ability to implement strategy. A growth strategy requires

employees willing to learn and innovate; a service strategy requires commitment to customer experience; a safety

strategy requires employees prepared to report risks.

Engagement is therefore a strategic outcome of leadership, job design and employment systems. Senior managers

establish values and resource policies, while line managers shape the daily experience of work. The strongest

strategy fails when immediate managerial practices contradict stated values.

12. Detailed Case Study
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Background

The following is a fictional illustrative case. BrightCall Services is a customer-support company employing 180 agents.

It introduced a bonus based almost entirely on the number of calls completed per hour.

Problem

Call volume increased, but customer complaints, repeat calls and employee turnover also rose. Agents reported that

supervisors ignored difficult cases and praised speed even when service quality suffered. Experienced employees felt

that their additional knowledge was not recognised.

Analysis

Expectancy theory indicated weak instrumentality: employees believed speed, rather than effective resolution,

determined rewards. Equity concerns arose because complex cases were distributed unevenly, while all agents were

judged by the same volume target. Goal-setting theory revealed an overly narrow goal. Herzberg?s perspective

suggested that pay did not compensate for poor supervision, limited responsibility and inadequate recognition. The

organisation also failed to provide sufficient coaching and decision authority.

Strategy / Solution

BrightCall replaced the single metric with a balanced scorecard covering resolution quality, customer feedback,

compliance, teamwork and reasonable call volume. Employees helped design the measures and received training in

problem resolution. Agents were empowered to resolve routine complaints within defined limits. Supervisors

conducted weekly coaching discussions, and recognition was given for knowledge sharing, excellent recovery of

difficult cases and constructive improvement suggestions. A review panel monitored whether targets disadvantaged

employees handling complex customers.

Outcome

After six months, repeat calls declined, customer satisfaction improved and voluntary turnover fell. Average call

volume did not increase, but total resolution efficiency improved because fewer customers had to call again.

Employees reported greater trust in the system and clearer understanding of what good performance meant.

Learning Points

The case demonstrates that motivation systems must reward the full purpose of work rather than a convenient but

incomplete metric. Participation improves acceptance, empowerment supports performance, and fairness requires

attention to job complexity. Engagement improved because the organisation changed work conditions, management

behaviour and measures together.

13. Advantages / Benefits

Effective motivation and engagement practices can:

- improve effort, productivity and service quality;

- increase retention and reduce avoidable recruitment costs;

- strengthen creativity, learning and problem solving;

- improve attendance and organisational citizenship;
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- support change implementation;

- increase trust and psychological safety;

- align employee behaviour with organisational values and strategy.

14. Limitations / Challenges

Motivation theories simplify complex human behaviour. Needs differ across individuals and cultures, and the same

reward may have different effects over time. Engagement surveys may produce misleading results if employees fear

identification or see no action after responding. Incentives can encourage gaming, unhealthy competition and

short-termism. Financial rewards may be expensive and difficult to sustain. Empowerment can fail when accountability

is increased without authority or resources. Managers may also confuse enthusiasm with engagement and overlook

exhaustion, insecurity or excessive workload.

15. Ethical and Governance Considerations

Motivation systems should respect dignity, privacy, equality and informed participation. Rewards must not encourage

discrimination, unsafe conduct, misleading sales or manipulation of performance data. Criteria should be transparent,

appeal procedures should exist, and decisions should be documented. Personal data collected through surveys or

analytics should be limited to legitimate purposes, securely stored and accessed appropriately.

Managers must avoid coercive practices, public humiliation and retaliation against employees who raise concerns.

Inclusion requires checking whether incentives disadvantage part-time, disabled, remote, older or culturally diverse

employees. Ethical governance also requires balancing shareholder, customer, employee and community interests

rather than pursuing results at any cost.

16. Current and Emerging Trends

Important trends include personalised total rewards, skills-based pay, employee voice, hybrid work, well-being

programmes and continuous performance conversations. Organisations increasingly use skills platforms and internal

talent marketplaces to connect employees with projects and learning. Artificial intelligence is being used to analyse

sentiment, recommend development and identify turnover risk, although bias and privacy remain significant concerns.

There is also greater attention to purpose, sustainability, inclusion and psychological safety. Employees increasingly

evaluate whether organisational practices are consistent with stated values. The future of engagement will depend

less on occasional campaigns and more on credible leadership, fair work design and employee participation.

17. Best Practices

1. Diagnose the real performance problem before selecting a reward.

2. Combine fair pay with meaningful work, development and supportive leadership.

3. Use multiple measures, including quality, safety, collaboration and ethics.

4. Set challenging but achievable goals and review them when conditions change.

5. Give frequent, specific and respectful feedback.

6. Involve employees in designing targets and reward systems.

7. Provide authority, information and training before demanding empowerment.

8. Recognise contributions consistently and inclusively.
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9. Train managers in coaching, bias awareness and difficult conversations.

10. Use engagement data responsibly and act visibly on key findings.

11. Monitor unintended consequences and provide appeal mechanisms.

12. Protect well-being and avoid treating burnout as a motivation problem.

18. Future Scope

Future motivation management will increasingly address the relationship between human work and automation,

changing skill requirements and flexible employment. Organisations will need to motivate continuous learning without

creating permanent insecurity. More sophisticated systems may personalise rewards and development, but human

judgement, trust and fairness will remain essential. The central challenge will be to combine performance expectations

with autonomy, inclusion and sustainable well-being.

19. Chapter Summary

Motivation is the direction, intensity and persistence of effort, while engagement reflects deeper energy, commitment

and involvement. Employees are influenced by needs, expectations, fairness, consequences, goals, job design and

relationships. Maslow, Herzberg and McClelland emphasise different needs; expectancy and equity theories explain

cognitive evaluations; reinforcement theory focuses on consequences; and goal-setting theory highlights clear,

challenging objectives. Effective managers diagnose barriers, clarify purpose, provide resources, align rewards,

recognise contribution and empower employees. Ethical and strategic practice requires fairness, privacy, inclusion,

balanced measures and attention to well-being.

20. Key Terms

1. Motivation: Forces that direct, energise and sustain behaviour.

2. Employee engagement: Psychological energy, involvement and commitment toward work and the organisation.

3. Intrinsic motivation: Motivation arising from interest, enjoyment, meaning or achievement in the work itself.

4. Extrinsic motivation: Motivation arising from external rewards or consequences.

5. Need: A perceived deficiency or desire that may influence behaviour.

6. Hygiene factor: A work condition whose absence can cause dissatisfaction but whose presence may not strongly

motivate.

7. Motivator: A factor such as achievement or responsibility that can create satisfaction and motivation.

8. Expectancy: Belief that effort will produce performance.

9. Instrumentality: Belief that performance will produce a particular outcome.

10. Valence: Value attached to an outcome.

11. Equity: Perceived fairness of the relationship between inputs and outcomes.

12. Reinforcement: A consequence that influences the likelihood of behaviour recurring.

13. Goal-setting: Establishing objectives that direct and evaluate effort.

14. Recognition: Acknowledgement of an employee?s contribution or achievement.
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15. Empowerment: Providing employees with authority, information, competence and responsibility.

16. Job enrichment: Increasing the depth of responsibility, autonomy and challenge in a job.

17. Psychological safety: Belief that one can speak up or make reasonable mistakes without humiliation or retaliation.

18. Total rewards: The combined financial, relational, developmental and work-related value offered by an employer.

21. Review Questions

Short Answer Questions

1. Define motivation and employee engagement.

2. Distinguish between hygiene factors and motivators.

3. What are expectancy, instrumentality and valence?

4. Explain the meaning of equity in the workplace.

5. State two ways managers can support empowerment.

Long Answer Questions

1. Compare Maslow?s hierarchy of needs, Herzberg?s two-factor theory and McClelland?s acquired-needs theory.

2. Explain how expectancy theory can be used to redesign an ineffective incentive scheme.

3. Discuss the benefits and risks of performance-related rewards.

4. Explain how goal-setting and reinforcement theories can be combined in performance management.

5. Evaluate the role of leadership, job design and fairness in employee engagement.

Analytical / Application Questions

1. A retailer rewards sales employees only for revenue. Sales increase, but complaints and staff turnover rise. Use at

least three motivation theories to diagnose the problem and recommend a revised system.

2. A public-sector team has capable employees who feel ignored and have little discretion. Design an empowerment

and recognition plan, explaining how it addresses autonomy, competence, relatedness and equity.

3. An organisation wants to introduce software that predicts which employees may resign. Analyse the potential

motivational, ethical and governance benefits and risks, and propose safeguards.

22. Multiple Choice Questions with Answers

Question 1

Which statement best distinguishes employee engagement from job satisfaction?

A. Engagement concerns only salary, while satisfaction concerns relationships.

B. Engagement involves active psychological involvement and contribution, while satisfaction may exist without high

effort.

C. Engagement is a fixed personality trait, while satisfaction is always temporary.
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D. Engagement applies to managers only, while satisfaction applies to all employees.

Correct Answer: B. Engagement involves active psychological involvement and contribution, while satisfaction may

exist without high effort.

Question 2

According to Herzberg?s two-factor theory, which action is most likely to create motivation after dissatisfaction has

been reduced?

A. Improving office lighting only

B. Increasing policy documentation

C. Giving employees greater responsibility and recognition

D. Making supervision more closely controlled

Correct Answer: C. Giving employees greater responsibility and recognition

Question 3

An employee believes that extra effort will not improve performance because the necessary equipment is unavailable.

Which expectancy-theory belief is weakest?

A. Valence

B. Instrumentality

C. Equity

D. Expectancy

Correct Answer: D. Expectancy

Question 4

A company rewards call speed but ignores service quality, causing agents to end calls prematurely. This is primarily

an example of:

A. A perfectly balanced reward system

B. An unintended consequence of a narrow performance measure

C. High intrinsic motivation

D. Successful job enrichment

Correct Answer: B. An unintended consequence of a narrow performance measure

Question 5

Which management practice best supports equity?

A. Using secret and changing reward criteria

B. Giving identical rewards regardless of contribution or role

C. Explaining performance criteria and applying them consistently
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D. Rewarding only employees who work visibly in the office

Correct Answer: C. Explaining performance criteria and applying them consistently

Question 6

Which goal is most consistent with goal-setting theory?

A. Do better when possible

B. Increase customer satisfaction from 82% to 88% within six months while maintaining compliance

C. Work harder than everyone else

D. Avoid all mistakes forever

Correct Answer: B. Increase customer satisfaction from 82% to 88% within six months while maintaining compliance

Question 7

Which example represents positive reinforcement?

A. Removing an unpleasant audit after safe procedures are consistently followed

B. Ignoring all safe behaviour

C. Recognising an employee immediately after excellent customer recovery

D. Threatening employees who report hazards

Correct Answer: C. Recognising an employee immediately after excellent customer recovery

Question 8

Empowerment is most effective when employees receive:

A. Responsibility without authority

B. Authority, information, competence and clear accountability

C. Rewards without performance information

D. Complete freedom without goals or boundaries

Correct Answer: B. Authority, information, competence and clear accountability

Question 9

Which action best supports self-determination?

A. Explaining purpose while allowing reasonable choice in how work is completed

B. Monitoring every action and discouraging questions

C. Removing all feedback to increase independence

D. Using punishment as the primary development method

Correct Answer: A. Explaining purpose while allowing reasonable choice in how work is completed
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Question 10

What is the most ethical use of people analytics in engagement management?

A. Secretly ranking employees using unvalidated algorithms

B. Monitoring keystrokes continuously without informing staff

C. Using limited, explainable data to identify trends and improve working conditions

D. Automatically dismissing employees identified as likely to resign

Correct Answer: C. Using limited, explainable data to identify trends and improve working conditions
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Chapter 9 Leadership and Managerial Influence

Chapter 9: Leadership and Managerial Influence

1. Introduction

Leadership is one of the central responsibilities of management. Managers plan, organise, staff, direct and control

organisational activities, but these functions achieve results only when people are willing and able to contribute.

Leadership is the process through which individuals influence others, provide direction, create commitment and

encourage collective effort towards organisational goals.

Management and leadership are closely related but are not identical. Management traditionally emphasises planning,

coordination, resource allocation and control. Leadership emphasises purpose, influence, motivation, change and

relationships. A manager may occupy a formal position, whereas a leader may influence people without holding formal

authority. Effective managers therefore need leadership capability, while effective leaders often need management

skills to convert ideas into reliable results.

Leadership is not limited to senior executives. Supervisors, team leaders, project coordinators and ordinary employees

may all demonstrate leadership when they accept responsibility, influence others constructively and help achieve

shared objectives.

2. Learning Objectives

By the end of this chapter, students should be able to:

1. Distinguish management from leadership.

2. Explain the major elements and principles of leadership.

3. Describe trait, behavioural, contingency and situational theories.

4. Compare transactional, transformational, servant and ethical leadership.

5. Explain power, authority and influence tactics.

6. Apply leadership concepts to workplace situations.

7. Identify ethical, technological and emerging challenges in leadership.

3. Meaning and Concept

Leadership is the process of influencing individuals or groups to achieve shared objectives. Influence may arise from

formal authority, expertise, personal credibility, relationships or the ability to communicate an attractive vision.

Leadership is therefore more than issuing instructions. It involves interpreting circumstances, selecting appropriate

behaviour, building trust and enabling people to perform effectively.

Management is the coordinated process of achieving organisational objectives through planning, organising, leading

and controlling resources. Leadership is one function of management, but it is also a broader social process that can

occur outside formal managerial roles.

The distinction can be summarised as follows. Management tends to focus on order, consistency, efficiency and

implementation. Leadership tends to focus on direction, commitment, innovation and change. The distinction should
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not be exaggerated: organisations require both. Leadership without management may produce enthusiasm without

discipline, while management without leadership may produce compliance without commitment.

Managerial influence refers to the deliberate use of communication, relationships, power and persuasion to affect

employee attitudes and behaviour. Constructive influence supports organisational objectives while respecting

employee dignity and autonomy.

4. Fundamental Principles

Several principles provide a foundation for effective leadership.

Purpose and direction: People perform more effectively when they understand what the organisation is trying to

achieve and why the goal matters.

Credibility: Leaders must demonstrate competence, reliability, honesty and consistency. Employees compare a

leader?s actions with stated values.

Trust and respect: Trust develops when leaders keep commitments, listen fairly, protect confidential information and

apply standards consistently.

Alignment: Individual and team efforts should be connected to organisational priorities. Employees need clarity about

responsibilities, standards and decision rights.

Participation: Involving employees in appropriate decisions improves the quality of information and strengthens

commitment.

Adaptability: No single leadership style is suitable for every employee or circumstance. Effective leaders adjust their

behaviour to task requirements and follower readiness.

Accountability: Leadership includes accepting responsibility for decisions and results. Accountability should apply to

leaders as well as subordinates.

Ethical conduct: Influence must not depend on deception, coercion, discrimination or abuse of power.

5. Major Components / Elements

Leadership consists of several interdependent elements.

The leader: Personal characteristics, knowledge, values, emotional intelligence and behaviour affect leadership

effectiveness. No leader succeeds through personality alone; behaviour must fit the situation.

Followers: Followers are active participants rather than passive recipients of instructions. Their competence,

confidence, expectations and cultural backgrounds affect the leadership relationship.

The task: A routine, clearly defined task may require less consultation than an ambiguous innovation project. Risk,

urgency and complexity influence appropriate behaviour.

The situation: Organisational culture, technology, market conditions, team size and formal authority shape leadership

possibilities.

Communication: Leaders clarify goals, provide feedback, explain decisions, listen to concerns and manage meaning

during uncertainty.

Power and influence: Leaders use different sources of power and influence tactics to gain cooperation.
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Results and relationships: Effective leadership balances performance requirements with employee wellbeing, fairness

and long-term relationships.

6. Process / Framework / Methodology

A practical leadership process can be applied in six stages.

Stage 1: Diagnose the situation. Identify the objective, time pressure, risks, stakeholder interests, employee capability

and organisational constraints.

Stage 2: Clarify the desired outcome. Define what success means, including measurable results, quality requirements

and ethical boundaries.

Stage 3: Assess follower readiness. Consider whether employees possess the knowledge, experience, confidence

and willingness required for the task.

Stage 4: Select an influence approach. Decide whether to use direction, consultation, coaching, delegation,

persuasion or collaborative problem-solving.

Stage 5: Communicate and implement. Explain the purpose, roles, standards and resources. Invite relevant questions

and remove barriers.

Stage 6: Review and learn. Evaluate results, obtain feedback and adjust leadership behaviour. Leadership

development is continuous because changing circumstances require new responses.

This framework prevents leaders from applying a preferred style automatically. It encourages evidence-based

judgement and reflection.

7. Important Theories and Models

Trait Approach

The trait approach examines qualities associated with effective leaders. Commonly identified traits include intelligence,

self-confidence, determination, integrity, sociability and emotional stability. Contemporary research also emphasises

emotional intelligence: the ability to recognise, understand and regulate one?s own emotions while responding

appropriately to others.

Traits can support leadership, but they do not guarantee success. A confident person may become an effective leader

in one context and an arrogant decision-maker in another. Traits are influences, not complete explanations.

Behavioural Approaches

Behavioural theories focus on what leaders do rather than who they are. Two broad categories are task-oriented

behaviour and relationship-oriented behaviour. Task-oriented leaders define work, establish schedules and monitor

standards. Relationship-oriented leaders listen, support, encourage and develop employees.

The managerial grid model presents concern for production and concern for people as two dimensions. A high

concern for both is often desirable, but the most effective balance depends on the situation. Excessive task emphasis

may produce stress and low commitment; excessive relationship emphasis may weaken performance discipline.

Contingency Theory

Contingency theories argue that leadership effectiveness depends on the fit between leadership style and situational

conditions. Fiedler?s model considers factors such as leader-member relations, task structure and position power. A
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style that works in a highly favourable situation may not work in a crisis or an ambiguous assignment.

The central lesson is that leaders should analyse context rather than assume that one universal style exists.

Situational Leadership

Situational leadership proposes that leaders adjust their level of direction and support according to follower

development or readiness. Four commonly described styles are:

- Directing: high direction and limited supportive behaviour when employees lack experience.

- Coaching: high direction and high support when employees are developing capability but need encouragement.

- Supporting: low direction and high support when employees are capable but may lack confidence or commitment.

- Delegating: low direction and low support when employees are competent and committed.

For example, a newly appointed cashier may need detailed instructions and close feedback. An experienced cashier

trusted to redesign the service process may need autonomy rather than supervision.

Transactional Leadership

Transactional leadership is based on exchanges. Leaders clarify expectations, monitor performance and provide

rewards or corrective action. This approach is useful for routine operations, compliance, sales targets and safety

procedures. Its limitation is that it may encourage employees to do only what is formally rewarded and may not

stimulate creativity or deep commitment.

Transformational Leadership

Transformational leaders inspire followers to exceed ordinary expectations by presenting a meaningful vision,

challenging assumptions and developing people. The approach commonly includes idealised influence, inspirational

motivation, intellectual stimulation and individualised consideration.

A branch manager who explains how improved customer service supports community trust, invites employees to

redesign procedures and coaches emerging supervisors is using transformational behaviours. Transformational

leadership is valuable during change, but vision must be supported by realistic plans, resources and accountability.

Servant Leadership

Servant leadership places the growth, wellbeing and legitimate needs of followers at the centre of leadership practice.

Listening, empathy, stewardship, humility and employee development are important features. Servant leadership does

not mean avoiding difficult decisions. Rather, it means exercising authority responsibly and seeking organisational

performance through the development of people.

Ethical Leadership

Ethical leadership involves demonstrating and promoting appropriate conduct through personal example,

communication and fair decision systems. Ethical leaders identify conflicts of interest, resist improper pressure, protect

whistle-blowers and apply policies consistently. They recognise that legal compliance is a minimum standard;

responsible leadership also considers fairness, dignity and social consequences.

Power and Influence
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Power is the capacity to affect others. French and Raven identified several important bases of power:

- Legitimate power: arises from formal position.

- Reward power: arises from control over valued benefits.

- Coercive power: arises from the ability to impose penalties.

- Expert power: arises from knowledge or skill.

- Referent power: arises from admiration, trust or identification.

Legitimate, reward and coercive power are often called position power. Expert and referent power are personal power.

Sustainable leadership generally relies more heavily on expertise, credibility and relationships than on threats.

Common influence tactics include rational persuasion, consultation, inspirational appeal, collaboration, exchange,

coalition building, ingratiation, pressure and personal appeals. Rational persuasion and consultation are normally

more constructive than manipulation or excessive pressure.

8. Practical Applications

Leadership is applied in recruitment, performance management, team formation, conflict resolution, change

implementation and crisis response. During recruitment, leaders communicate organisational values and assess

whether candidates can work collaboratively. In performance management, they combine clear standards with

coaching and fair feedback.

In conflict situations, leaders should distinguish facts from assumptions, hear each party, identify underlying interests

and agree on an impartial process. During organisational change, leaders explain the reasons for change,

acknowledge uncertainty, provide training and involve employees in implementation.

Delegation is another important application. Effective delegation transfers responsibility and appropriate authority

while retaining accountability for results. A manager should define the outcome, boundaries, resources, reporting

arrangements and decision rights rather than simply assigning a vague task.

9. Examples

A production supervisor facing a safety emergency may use a directive style because immediate coordination is

essential. The same supervisor may use a participative approach when asking experienced operators to redesign a

workflow.

A sales manager who rewards employees solely for monthly revenue may achieve short-term results but encourage

misleading sales practices. A more balanced system rewards revenue, customer retention, compliance and teamwork.

A project leader managing remote employees may build influence through reliable communication, transparent

decisions and technical expertise rather than constant monitoring.

10. Technology and Digital Applications

Digital technology changes how leadership is practised. Collaboration platforms allow distributed teams to

communicate, share documents and track work. Video conferencing can support relationship building, but leaders

must avoid meeting overload and recognise differences in time zones and connectivity.

Analytics dashboards can provide information about workload, service quality, turnover and performance. However,

data should support managerial judgement rather than replace it. Algorithmic performance monitoring may damage

trust if employees do not understand what is measured or how decisions are made.
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Artificial intelligence can assist with scenario analysis, coaching prompts, sentiment analysis and drafting

communications. Leaders remain responsible for checking accuracy, protecting personal data and ensuring that

automated recommendations do not reproduce bias. Digital leadership therefore requires technological literacy,

cybersecurity awareness and humane communication.

11. Strategic / Managerial Importance

Leadership affects productivity, innovation, employee engagement, retention, customer experience and organisational

reputation. At a strategic level, leaders translate mission into priorities and create conditions in which employees can

respond to competitive change.

Strong leadership also supports risk management. Employees are more likely to report errors and misconduct when

leaders encourage psychological safety and do not punish honest disclosure. Leadership succession is strategically

important because organisations become vulnerable when knowledge and responsibility depend on one individual.

12. Detailed Case Study

Illustrative fictional case: Riverside Medical Supplies

Background

Riverside Medical Supplies operates six distribution branches. Its central warehouse introduced a digital inventory

system intended to reduce stock-outs and improve delivery accuracy. The warehouse manager, Daniel, had strong

technical knowledge but normally used a highly directive style.

Problem

After implementation, errors increased, experienced employees became disengaged and several workers stopped

reporting system problems. Daniel responded by increasing surveillance and issuing warnings. Morale declined, and

customer complaints increased.

Analysis

The problem was not simply employee resistance. The system was unfamiliar, training was insufficient and employees

believed that reporting errors would lead to blame. Daniel relied heavily on legitimate and coercive power but had not

built trust. The situation required coaching, participation and ethical attention to psychological safety.

Strategy / Solution

Daniel held listening sessions, separated learning errors from negligence and appointed experienced employees to

test revised procedures. He used a coaching style with new users and delegated improvement projects to competent

staff. Performance measures were changed to include accuracy, problem reporting and team learning rather than

speed alone. Weekly digital dashboards were reviewed collectively, and employees received training on data security.

Outcome

Within three months, reporting increased, inventory accuracy improved and customer complaints declined. Employees

accepted responsibility for solving problems because the system was no longer experienced as a tool of punishment.

Daniel retained clear safety and accuracy standards but used consultation and expertise more frequently.

Learning Points
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The case illustrates that leadership style should fit employee readiness and task conditions. It also demonstrates that

technology cannot solve a people problem by itself. Trust, ethical influence, participation and suitable performance

measures are necessary for sustainable improvement.

13. Advantages / Benefits

Effective leadership provides direction, motivates effort, improves coordination and supports innovation. It develops

employee capability, strengthens commitment and helps organisations respond to uncertainty. Ethical and inclusive

leadership can improve trust, reduce misconduct and promote diversity. Appropriate delegation also increases

organisational capacity by distributing decision-making.

14. Limitations / Challenges

Leadership theories may oversimplify complex human behaviour. A style considered effective in one culture or

industry may be inappropriate elsewhere. Transformational language can become manipulation if leaders demand

personal loyalty rather than informed commitment. Participation can be slow during emergencies, while directive

leadership can suppress initiative when used habitually.

Leaders also face role conflict, emotional strain, resistance to change, remote-work barriers and pressure to deliver

short-term results. Power differences may prevent employees from expressing disagreement honestly. Finally,

leadership outcomes are difficult to attribute because performance is affected by resources, systems, markets and

wider economic conditions.

15. Ethical and Governance Considerations

Leaders should exercise power proportionately, explain significant decisions and avoid discrimination, harassment

and retaliation. Selection, promotion and performance evaluation should use relevant, transparent criteria. Confidential

employee information must be protected, especially when digital systems collect behavioural data.

Governance requires clear accountability, separation of duties where appropriate, reliable reporting and oversight of

senior decision-makers. Leaders should disclose conflicts of interest and create channels for complaints and

whistle-blowing. Ethical leadership also includes responsible treatment of suppliers, customers, communities and the

environment.

16. Current and Emerging Trends

Important trends include hybrid and remote leadership, inclusive leadership, employee wellbeing, coaching-based

management and purpose-driven organisations. Employees increasingly expect transparency, flexibility and

opportunities for development. Artificial intelligence is expanding data-supported management while raising concerns

about surveillance, bias and accountability.

Global teams require cultural intelligence and sensitivity to different communication norms. Climate risk and social

responsibility are also influencing leadership priorities. Future leaders will need to combine commercial competence

with digital, ethical and interpersonal capability.

17. Best Practices

Effective leaders should:

1. Communicate a clear and credible purpose.

2. Match leadership behaviour to the situation.
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3. Listen actively and invite constructive disagreement.

4. Build expertise and referent power rather than relying on fear.

5. Set measurable standards and provide timely feedback.

6. Delegate with clear authority and support.

7. Recognise achievement fairly and address poor conduct consistently.

8. Develop successors and coach employees.

9. Use data responsibly and protect privacy.

10. Reflect on personal bias, decisions and leadership impact.

18. Future Scope

The future of leadership will involve greater collaboration between people and intelligent technologies. Leaders will

increasingly coordinate flexible networks rather than supervise employees in one physical location. Competence in

data interpretation, ethical technology use, resilience and cross-cultural communication will become essential.

Leadership development is likely to move beyond occasional classroom courses towards continuous coaching,

simulations, peer learning and real-time feedback. Organisations that combine technological capability with trust,

inclusion and human judgement will be better positioned to sustain performance.

19. Chapter Summary

Leadership is the process of influencing people towards shared objectives. Management and leadership differ in

emphasis but are complementary. Effective leadership depends on the leader, followers, task and situation. Trait,

behavioural, contingency and situational theories explain different aspects of leadership. Transactional leadership

supports exchange and control, while transformational leadership promotes vision and change. Servant leadership

emphasises follower development, and ethical leadership emphasises responsible conduct. Power may arise from

position, rewards, coercion, expertise or relationships. Constructive influence uses communication, consultation and

credibility. Digital tools expand leadership possibilities but create privacy, bias and trust challenges. Effective leaders

adapt their style, act ethically, develop people and balance performance with relationships.

20. Key Terms

1. Leadership: Influence directed towards achieving shared objectives.

2. Management: Coordinating resources through planning, organising, leading and controlling.

3. Influence: The capacity to affect attitudes or behaviour.

4. Power: The capacity to affect others? actions or decisions.

5. Authority: Legitimate power arising from a formal position.

6. Expert power: Influence based on knowledge or skill.

7. Referent power: Influence based on admiration and trust.

8. Trait approach: Study of personal qualities associated with leadership.

9. Behavioural approach: Study of what leaders do.
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10. Contingency theory: View that effectiveness depends on situational fit.

11. Situational leadership: Adjustment of leadership behaviour to follower readiness.

12. Transactional leadership: Leadership based on exchanges, rewards and corrective action.

13. Transformational leadership: Leadership that inspires commitment to significant goals and change.

14. Servant leadership: Leadership focused on follower wellbeing and development.

15. Ethical leadership: Leadership based on moral conduct, fairness and accountability.

16. Delegation: Transfer of responsibility and suitable authority for a task.

17. Emotional intelligence: Ability to understand and manage emotions.

18. Psychological safety: A climate where people can speak up without fear of unfair punishment.

21. Review Questions

Short Answer Questions

1. What is leadership, and how does it differ from management?

2. Identify three sources of personal or position power.

3. What is meant by situational leadership?

4. State two characteristics of transformational leadership.

5. Why is ethical conduct important in managerial influence?

Long Answer Questions

1. Explain the major differences and relationships between management and leadership.

2. Discuss the trait, behavioural and contingency approaches to leadership.

3. Compare transactional, transformational and servant leadership.

4. Explain the sources of power and the major influence tactics available to managers.

5. Discuss how digital technology is changing leadership and managerial accountability.

Analytical / Application Questions

1. A highly experienced team is losing motivation under a manager who gives detailed daily instructions. Diagnose the

leadership problem and recommend an alternative approach.

2. A sales manager achieves targets by rewarding revenue but ignores customer complaints and misleading claims.

Analyse the ethical and leadership issues and propose corrective measures.

3. A remote project team is missing deadlines despite having skilled members. Use the leadership process in this

chapter to diagnose the situation and design an intervention.

22. Multiple Choice Questions with Answers

Question 1
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Which statement best distinguishes leadership from management?

A. Leadership is concerned only with senior executives.

B. Management focuses on coordination and control, while leadership emphasises influence, direction and

commitment.

C. Management never involves people, while leadership always avoids planning.

D. Leadership is the legal authority to issue instructions.

Correct Answer: B. Management focuses on coordination and control, while leadership emphasises influence,

direction and commitment.

Question 2

A manager asks experienced employees to help redesign a work process and uses their recommendations. Which

influence approach is being used?

A. Consultation

B. Coercion

C. Avoidance

D. Punishment

Correct Answer: A. Consultation

Question 3

Which source of power is based primarily on specialised knowledge?

A. Legitimate power

B. Reward power

C. Expert power

D. Coercive power

Correct Answer: C. Expert power

Question 4

According to situational leadership, which style is most suitable for a competent and committed employee?

A. Directing

B. Coaching

C. Supporting only

D. Delegating

Correct Answer: D. Delegating

Question 5
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A leader who clarifies targets and provides bonuses for achieving them is mainly demonstrating which approach?

A. Transactional leadership

B. Servant leadership

C. Ethical leadership only

D. Laissez-faire leadership

Correct Answer: A. Transactional leadership

Question 6

Which behaviour is most characteristic of transformational leadership?

A. Maintaining existing routines regardless of circumstances

B. Inspiring a meaningful vision and encouraging new ways of thinking

C. Using penalties as the primary source of motivation

D. Avoiding communication about organisational goals

Correct Answer: B. Inspiring a meaningful vision and encouraging new ways of thinking

Question 7

Why can excessive reliance on coercive power damage leadership effectiveness?

A. It always increases creativity.

B. It may produce compliance but weaken trust and commitment.

C. It eliminates the need for authority.

D. It guarantees ethical behaviour.

Correct Answer: B. It may produce compliance but weaken trust and commitment.

Question 8

A leader who prioritises employee development, listening and stewardship is most closely associated with which

approach?

A. Servant leadership

B. Trait leadership

C. Coercive leadership

D. Transactional control

Correct Answer: A. Servant leadership

Question 9

What is an important ethical risk of algorithmic employee monitoring?

A. It always improves privacy.
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B. It removes the need for managerial judgement.

C. It may create surveillance, bias or unclear accountability.

D. It prevents organisations from collecting any data.

Correct Answer: C. It may create surveillance, bias or unclear accountability.

Question 10

In the Riverside Medical Supplies case, what was the most appropriate response to increased errors after technology

implementation?

A. Increase punishment and reduce employee participation.

B. Ignore the errors until the system became familiar.

C. Combine training, listening, participation and clear standards.

D. Remove all performance measures.

Correct Answer: C. Combine training, listening, participation and clear standards.
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Chapter 10 Managerial Communication

Chapter 10: Managerial Communication

1. Introduction

Communication is one of the central activities of management. Managers use communication to establish objectives,

coordinate work, motivate employees, solve problems, negotiate with stakeholders and represent the organisation.

Planning, organising, leading and controlling cannot be performed effectively unless information and meaning are

exchanged accurately and at the appropriate time.

Managerial communication is more than the transmission of messages. It involves understanding audiences, selecting

suitable channels, listening actively, interpreting feedback and adapting messages to cultural, organisational and

technological circumstances. A technically correct message may still fail if it is ambiguous, poorly timed, delivered

through an unsuitable medium or interpreted differently by its recipients.

In contemporary organisations, communication occurs through meetings, reports, presentations, telephone

conversations, email, messaging platforms, video conferences and collaborative systems. This variety creates

opportunities for speed and flexibility, but it also creates risks involving information overload, privacy,

misunderstanding and digital distraction. Effective managers therefore treat communication as a strategic capability

rather than an administrative routine.

2. Learning Objectives

After studying this chapter, students should be able to:

1. Explain the meaning, purpose and scope of managerial communication.

2. Describe the principles, elements and process of effective communication.

3. Apply listening, feedback, reporting, presentation and negotiation skills.

4. Select appropriate interpersonal, organisational and digital communication channels.

5. Identify and overcome semantic, cultural, physical, psychological and technological barriers.

6. Evaluate important communication theories and models.

7. Apply ethical and governance principles to managerial communication.

8. Recommend communication strategies for practical organisational situations.

3. Meaning and Concept

Communication is the process through which people create, transmit, receive and interpret messages in order to

develop shared understanding. The term does not mean that a message has merely been sent. Communication is

successful only when the receiver understands the intended meaning sufficiently to respond or act appropriately.

Managerial communication is communication performed by managers or used in support of managerial

responsibilities. It includes communication with subordinates, peers, senior managers, customers, suppliers,

regulators and other stakeholders. It may be formal or informal, internal or external, verbal or written, face-to-face or

digital.



ISBM DIGITAL LIBRARY  |  EDUCATIONAL RESOURCE 123

The main purposes of managerial communication are to provide information, give instructions, coordinate activities,

influence behaviour, develop relationships, support decision-making and create organisational identity. For example, a

production manager may communicate a revised work schedule, listen to employee concerns, report performance to

senior management and negotiate delivery terms with a supplier.

Communication can be classified in several ways. Downward communication flows from managers to employees and

commonly includes policies, instructions and performance expectations. Upward communication flows from

employees to managers and includes reports, suggestions, complaints and feedback. Horizontal communication

occurs between people or departments at similar levels, while diagonal communication crosses functional and

hierarchical boundaries. Formal communication follows recognised organisational channels; informal communication

develops through social relationships and unofficial networks.

4. Fundamental Principles

Effective managerial communication is guided by several principles. First, the message should have a clear purpose.

Managers should know whether they are informing, requesting, persuading, consulting or resolving an issue. A clear

purpose prevents unnecessary detail and confusion.

Second, communication should be audience-centred. The manager should consider the receiver?s knowledge,

responsibilities, language, culture, emotional state and information needs. Technical language suitable for engineers

may be inappropriate for customers or new employees.

Third, communication should be accurate, complete and relevant. Inaccurate information damages trust, while

excessive information can hide the important point. Completeness means providing enough information for the

receiver to understand and act without making unreasonable assumptions.

Fourth, messages should be timely and appropriately structured. Urgent safety instructions may require an immediate

verbal or digital alert, followed by written confirmation. A strategic proposal may require a carefully prepared report and

presentation.

Fifth, effective communication is two-way. Managers must invite questions, observe reactions and use feedback to

confirm understanding. Listening is therefore as important as speaking or writing.

Sixth, communication should be respectful and constructive. Professional language protects dignity, supports

cooperation and reduces defensive reactions. Finally, communication must be ethical. Managers should not

deliberately mislead, conceal material facts, misuse confidential information or manipulate employees through threats

and deception.

5. Major Components / Elements

The principal elements of communication are the sender, encoding, message, channel, receiver, decoding, feedback

and noise. The sender has an idea or purpose and encodes it into words, symbols, gestures or images. The message

is the content being communicated. The channel is the medium used, such as speech, email, a report or a video

meeting.

The receiver decodes the message by interpreting its words, tone, symbols and context. Feedback is the receiver?s

response, which may be verbal, written, behavioural or non-verbal. Feedback allows the sender to determine whether

the message was understood. Noise refers to anything that interferes with communication. Physical noise may be

poor audio quality; semantic noise may be an unfamiliar term; psychological noise may be anxiety or prejudice; and

technological noise may be a system failure.
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Context influences every element. Organisational hierarchy, national culture, past relationships, time pressure and the

location of a conversation all affect meaning. Non-verbal communication is also important. Facial expression, posture,

eye contact, tone, pace and silence may reinforce or contradict spoken words. Managers should recognise that

non-verbal conventions vary across cultures.

6. Process / Framework / Methodology

A useful managerial communication process consists of seven stages. The first is purpose definition: identify the

objective and the action or understanding required. The second is audience analysis: determine who needs the

message, what they already know and what concerns they may have.

The third stage is message design. Organise the main point, supporting evidence, required action, deadline and

method of response. Use plain language and explain necessary technical terms. The fourth stage is channel selection.

Consider urgency, complexity, confidentiality, formality, need for discussion and the number of recipients.

The fifth stage is delivery. Present the message confidently and respectfully, using suitable verbal, written and visual

methods. The sixth stage is feedback and confirmation. Ask recipients to explain key actions in their own words, invite

questions and observe whether the desired behaviour occurs. The seventh stage is follow-up and evaluation. Record

decisions, monitor implementation and correct misunderstanding.

The 7 Cs provide a practical quality test: clarity, conciseness, completeness, correctness, concreteness, consideration

and courtesy. A manager preparing a policy email, for example, should state the policy clearly, remove irrelevant

material, provide all essential dates and procedures, use accurate information, include specific examples, consider

employee concerns and maintain a respectful tone.

7. Important Theories and Models

The linear model views communication as a one-way transfer from sender to receiver. It is useful for understanding

announcements but gives insufficient attention to feedback and context. The Shannon-Weaver model identifies the

effects of encoding, decoding and noise, helping managers recognise how technical or semantic interference can

distort messages.

The interactional model adds feedback and shows that communication is a cycle rather than a one-time event. The

transactional model goes further by explaining that people send and receive messages simultaneously and construct

meaning together within a social context. This model is particularly useful for meetings and negotiations, where tone,

reactions and relationship history shape the exchange.

Berlo?s SMCR model identifies four major components: source, message, channel and receiver. It highlights the

influence of communication skills, attitudes, knowledge, social systems and culture. The media richness perspective

suggests that communication channels differ in their capacity to convey cues and support immediate feedback.

Face-to-face meetings are relatively rich, whereas routine written messages are relatively lean. Managers should use

richer media for ambiguity, conflict and emotionally sensitive issues, and leaner media for simple, documented

information.

The Johari Window explains self-awareness and interpersonal communication through four areas: the open area

known to self and others, the hidden area known to self but not others, the blind area known to others but not self, and

the unknown area. Constructive disclosure and feedback can expand the open area and improve teamwork.

8. Practical Applications

Interpersonal communication
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Interpersonal communication occurs between individuals and is central to supervision, coaching, conflict management

and relationship building. Managers should demonstrate empathy, ask open questions, avoid premature judgement

and distinguish facts from assumptions. Assertive communication expresses needs and expectations clearly without

aggression or passivity.

Listening

Active listening involves attending to the speaker, withholding unnecessary interruption, asking clarifying questions,

paraphrasing important points and acknowledging emotions. A manager who says, ?You are concerned that the new

schedule will reduce safety checks; is that correct?? demonstrates both understanding and respect. Listening does not

require automatic agreement, but it creates a basis for informed response.

Feedback

Effective feedback is specific, timely, balanced and focused on behaviour rather than personality. The statement ?The

report was submitted two days late and delayed the client review? is more useful than ?You are unreliable.?

Developmental feedback should explain the impact of behaviour and agree on future action. Managers should also

seek feedback about their own communication.

Organisational communication

Formal communication supports coordination and accountability. Reports should normally include a purpose,

background, findings, analysis, conclusions and recommendations. A good executive summary allows senior

managers to understand the central issue quickly. Meetings should have a clear agenda, appropriate participants, time

limits, documented decisions and assigned responsibilities.

Presentations

A managerial presentation should begin with purpose and relevance, develop a logical argument and conclude with a

clear recommendation or request. Visual aids should simplify information rather than reproduce an entire speech.

Effective presenters rehearse, manage time, explain evidence and respond honestly to questions. They should never

hide uncertainty behind excessive technical language.

Negotiation

Negotiation is a communication process through which parties seek agreement despite differences in interests.

Principled negotiation recommends separating people from problems, focusing on interests rather than positions,

generating options for mutual gain and using objective criteria. A manager negotiating with a supplier should explore

delivery capacity, quality requirements and cost drivers instead of merely demanding a lower price.

9. Examples

A department manager needs employees to adopt a new customer complaint procedure. An ineffective approach

would be to send a long email containing unexplained legal terminology. An effective approach would combine a short

explanation of the reason for change, a step-by-step procedure, examples of common cases, a brief team discussion

and a written reference document. The manager would then ask employees to explain how they would handle a

sample complaint.

In another situation, a supervisor notices declining performance. Rather than criticising the employee publicly, the

supervisor arranges a private meeting, describes observable results, listens to possible causes, agrees on support
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and establishes a review date. This approach protects dignity while maintaining accountability.

10. Technology and Digital Applications

Digital communication includes email, instant messaging, intranets, project-management systems, collaborative

documents and video conferencing. These tools support remote work, rapid information sharing and searchable

records. However, each tool should serve a communication purpose rather than be selected merely because it is

available.

Email is suitable for formal information, documentation and messages that do not require immediate discussion.

Instant messaging is useful for brief coordination but can create interruptions and fragmented attention.

Project-management platforms provide shared task ownership, deadlines and progress visibility. Video conferencing

supports complex discussion when participants are geographically dispersed, although poor connectivity and reduced

non-verbal cues can hinder interaction.

Managers should establish digital norms covering response expectations, meeting etiquette, document version

control, use of group channels and escalation of urgent matters. Sensitive information should be shared only through

authorised systems. Automated translation, transcription and artificial intelligence tools may improve accessibility and

efficiency, but outputs require human review because they may contain errors, bias or confidential-data risks.

11. Strategic / Managerial Importance

Communication influences organisational performance by connecting strategy with daily action. A strategy that is not

understood cannot be implemented consistently. Clear communication aligns goals, clarifies priorities and helps

employees see how their work contributes to organisational results.

Communication also supports motivation and trust. Employees are more likely to accept difficult decisions when

managers explain the reasons, acknowledge consequences and provide opportunities for questions. During change,

regular and honest communication reduces rumours and resistance. Communication further supports risk

management by enabling early reporting of errors, safety concerns and emerging threats.

Externally, communication shapes reputation and stakeholder confidence. Reports, customer interactions, public

statements and negotiations all affect perceptions of professionalism and reliability. Consequently, communication

competence is not only a personal skill but also an organisational resource.

12. Detailed Case Study

The following is a fictional illustrative case.

Background

A medium-sized food-processing company introduced a digital production scheduling system. The system was

intended to reduce delays and improve coordination between production, purchasing and distribution.

Problem

After implementation, production targets were missed, employees complained that instructions changed without

warning, and departments blamed one another. Senior managers initially assumed that employees were resisting

technology.

Analysis
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Investigation showed that the real problem was communication. The implementation team had used technical

language, provided training only to supervisors and relied on email for urgent schedule changes. Warehouse

employees often received messages after production had already begun. Different departments also used different

meanings for terms such as ?complete,? ?urgent? and ?available.? No feedback process existed to identify these

problems.

Strategy / Solution

The operations manager established a cross-functional communication team. It defined key terms, created a simple

escalation procedure and assigned one official channel for urgent schedule changes. Supervisors conducted short

daily briefings, while the digital system was used for documented tasks and deadlines. Employees received practical,

role-specific training and were invited to report confusing messages without penalty. Managers used a confirmation

process requiring recipients to acknowledge critical changes and identify their next action.

Outcome

Within three months, schedule errors declined, response times improved and interdepartmental complaints

decreased. Employees also reported greater confidence because they knew where to obtain authoritative information.

The system itself had not been the only issue; effective implementation required suitable communication processes

and participation.

Learning Points

The case demonstrates that technology cannot compensate for unclear purposes, inconsistent terminology or weak

feedback. Managers should analyse audiences, select channels according to urgency and complexity, provide

opportunities for questions and evaluate whether communication produces the intended operational result.

13. Advantages / Benefits

Effective managerial communication improves coordination, decision quality, employee engagement and customer

service. It reduces duplication, delays, conflict and costly errors. It supports learning because employees can

exchange knowledge and receive useful feedback. It also strengthens trust, accountability and organisational

adaptability. Clear records improve continuity when staff change and provide evidence for evaluation and governance.

14. Limitations / Challenges

Communication can be affected by language differences, cultural assumptions, status barriers, emotional reactions,

selective perception, information overload and physical distance. Digital communication may encourage haste, reduce

context and blur work-life boundaries. Formal channels can be slow, while informal channels can spread incomplete or

inaccurate information. Even a carefully designed message cannot guarantee agreement because recipients interpret

information through their own experiences and interests.

Managers must also recognise that communication requires time and skill. Listening, consultation and follow-up may

appear slower than issuing instructions, but failure to invest in them often creates greater costs later.

15. Ethical and Governance Considerations

Managers have a duty to communicate truthfully, fairly and responsibly. They should distinguish facts, interpretations

and opinions; correct errors promptly; and disclose material information to those who need it. Confidential employee,

customer and commercial information must be protected, and access should be limited to legitimate purposes.
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Communication should not discriminate, harass, intimidate or exploit power differences. Records must be retained

according to organisational and legal requirements. Digital messages should be professional because they may be

copied, forwarded or used as evidence. Managers should ensure that automated systems do not produce unfair

outcomes and that human accountability remains present in important decisions.

16. Current and Emerging Trends

Hybrid and remote work are increasing the importance of asynchronous communication, documented decisions and

inclusive virtual meetings. Organisations are using collaboration platforms that integrate tasks, conversations and

records. Data visualisation is becoming more important as managers communicate performance and risk information

to non-specialist audiences.

Artificial intelligence can assist with drafting, translation, summarisation and accessibility. Nevertheless, managers

must verify accuracy, protect confidential information and disclose or govern automated use where appropriate. The

growth of multilingual and multicultural teams also increases the need for cultural intelligence, plain language and

inclusive communication practices.

17. Best Practices

Managers should define the purpose before communicating, select the channel deliberately and put the main point

early. They should use plain language, explain specialised terms, provide specific actions and deadlines, and avoid

unnecessary copying of recipients. Important decisions should be documented, while sensitive or complex issues

should receive appropriate dialogue rather than an impersonal message.

Managers should listen without interruption, invite dissenting views, check understanding and provide timely feedback.

They should adapt communication to cultural and accessibility needs, protect confidential information and review

whether communication achieved its purpose. Consistency between managerial words and actions is essential for

credibility.

18. Future Scope

The future of managerial communication will involve increasingly distributed teams, intelligent digital assistants,

real-time translation, immersive collaboration and more data-rich decision environments. These developments may

improve speed and inclusion, but human judgement, empathy and ethical responsibility will remain indispensable.

Managers will need stronger skills in digital literacy, information evaluation, privacy protection and cross-cultural

relationship building.

19. Chapter Summary

Managerial communication is the purposeful creation and exchange of meaning in support of organisational

objectives. It includes interpersonal, organisational and digital communication. Effective communication depends on

clear purpose, audience awareness, suitable channels, accurate messages, active listening, feedback and ethical

conduct. Managers must understand communication models, overcome noise and barriers, and apply appropriate

skills in reports, meetings, presentations, feedback and negotiation. Technology provides powerful channels but does

not remove the need for judgement and human interaction. Communication is therefore both a practical management

skill and a strategic organisational capability.

20. Key Terms

1. Active listening: Deliberate attention, questioning and paraphrasing to understand a speaker.
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2. Audience analysis: Assessment of a receiver?s knowledge, needs, culture and expectations.

3. Channel: The medium used to communicate a message.

4. Communication barrier: Any factor that obstructs accurate understanding.

5. Decoding: Interpreting a received message.

6. Encoding: Converting an idea into words, symbols or behaviour.

7. Feedback: A receiver?s response to a message.

8. Formal communication: Communication using recognised organisational channels.

9. Informal communication: Unofficial communication arising from social interaction.

10. Media richness: The capacity of a communication medium to convey cues and support feedback.

11. Message: The information, meaning or purpose being communicated.

12. Noise: Interference that distorts or disrupts communication.

13. Non-verbal communication: Meaning conveyed through behaviour, tone, expression or posture.

14. Negotiation: Communication intended to reach agreement between parties with different interests.

15. Organisational communication: Communication supporting coordination and relationships within and around an

organisation.

16. Semantic barrier: Misunderstanding caused by words, symbols or terminology.

17. Transactional model: A model viewing communication as simultaneous, interactive meaning-making.

18. Upward communication: Communication flowing from employees to higher management.

21. Review Questions

Short Answer Questions

1. Define managerial communication.

2. What is the role of feedback in communication?

3. Distinguish between formal and informal communication.

4. State four principles of effective communication.

5. What is active listening?

Long Answer Questions

1. Explain the communication process and discuss the role of noise.

2. Compare the linear, interactional and transactional models of communication.

3. Discuss how managers can improve communication in multicultural organisations.

4. Explain the principles of effective feedback, reporting and presentations.

5. Evaluate the benefits and risks of digital communication in organisations.
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Analytical / Application Questions

1. A manager sends urgent production instructions through a lengthy email, but employees interpret them differently.

Diagnose the barriers and recommend a better communication process.

2. An employee repeatedly misses deadlines, while the supervisor describes the employee as careless. Design a

constructive feedback conversation using evidence and active listening.

3. A geographically dispersed project team is experiencing information overload and duplicated work. Recommend

communication channels, digital norms and governance practices to improve coordination.

22. Multiple Choice Questions with Answers

Question 1

Which action best demonstrates audience-centred communication?

A. Using technical terms to appear more knowledgeable

B. Adapting language to the receiver?s knowledge and needs

C. Sending the same message to every stakeholder

D. Providing maximum information regardless of relevance

Correct Answer: B. Adapting language to the receiver?s knowledge and needs

Question 2

What is the primary purpose of feedback in the communication process?

A. To make the message longer

B. To replace the original sender

C. To determine whether the message was understood

D. To eliminate the need for a communication channel

Correct Answer: C. To determine whether the message was understood

Question 3

Which channel is generally most suitable for a complex and emotionally sensitive conflict?

A. A face-to-face or rich interactive conversation

B. A mass email with no opportunity for questions

C. An automated notification

D. An informal rumour network

Correct Answer: A. A face-to-face or rich interactive conversation

Question 4

Which statement is an example of behaviour-focused feedback?
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A. You are irresponsible

B. You do not care about the team

C. Your report was submitted two days late and delayed the review

D. Everyone knows you are difficult

Correct Answer: C. Your report was submitted two days late and delayed the review

Question 5

In communication, semantic noise refers mainly to interference caused by:

A. Poor internet connection

B. Unfamiliar or ambiguous words and meanings

C. Physical distance between offices

D. Background sound in a meeting room

Correct Answer: B. Unfamiliar or ambiguous words and meanings

Question 6

Which practice best supports an effective managerial meeting?

A. Inviting everyone regardless of relevance

B. Avoiding written records to remain flexible

C. Using an agenda and documenting decisions and responsibilities

D. Allowing discussion without time limits

Correct Answer: C. Using an agenda and documenting decisions and responsibilities

Question 7

Principled negotiation recommends that managers should:

A. Attack the other party?s personality

B. Focus on interests and use objective criteria

C. Hide all information from the other party

D. Treat the initial position as final

Correct Answer: B. Focus on interests and use objective criteria

Question 8

What is a major risk of relying exclusively on instant messaging for urgent organisational communication?

A. It always creates excessive formality

B. It prevents all documentation

C. Messages may be fragmented, missed or misunderstood
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D. It cannot be used by managers

Correct Answer: C. Messages may be fragmented, missed or misunderstood

Question 9

Which action is most ethical when using an artificial-intelligence drafting tool?

A. Uploading confidential data without authorisation

B. Accepting every generated statement without checking it

C. Reviewing accuracy and protecting confidential information

D. Concealing important errors from recipients

Correct Answer: C. Reviewing accuracy and protecting confidential information

Question 10

In the fictional case study, schedule errors declined mainly because the organisation:

A. Removed all communication between departments

B. Used only informal conversations

C. Defined channels and terms, trained staff and introduced feedback

D. Purchased more advanced hardware without changing practices

Correct Answer: C. Defined channels and terms, trained staff and introduced feedback
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Principles & Practice Of Management / Chapter 11

Chapter 11 Teams, Conflict and Organizational Behaviour

Chapter 11: Teams, Conflict and Organizational Behaviour

1. Introduction

Organizations achieve results through people who interact in groups, teams, departments and networks. Managers

therefore need more than technical knowledge; they must understand how individuals behave, how teams develop,

why conflict occurs and how workplace relationships can be improved. Organizational behaviour is the systematic

study of how individuals and groups act within organizations and how organizational systems influence that behaviour.

Modern workplaces are increasingly diverse, cross-functional and digital. Employees may differ in culture, age,

experience, personality, professional identity and communication preferences. They may also work across locations

and time zones. These differences can produce creativity and better decisions, but they can also create

misunderstanding, exclusion and conflict. Effective management involves creating conditions in which differences are

used productively and disagreements are resolved fairly.

This chapter explains the foundations of individual and group behaviour, team development, team roles, norms and

psychological safety. It also examines conflict, negotiation and collaboration, with particular attention to diverse and

virtual teams.

2. Learning Objectives

By the end of this chapter, students should be able to:

1. Explain organizational behaviour and distinguish groups from teams.

2. Describe how individual differences influence workplace behaviour.

3. Explain team development, roles, norms and psychological safety.

4. Identify sources and levels of organizational conflict.

5. Apply negotiation and conflict-resolution techniques.

6. Evaluate the challenges of diverse, hybrid and virtual teams.

7. Recommend managerial practices that improve collaboration and performance.

3. Meaning and Concept

Organizational behaviour refers to the study of individual and collective behaviour in organizational settings. It

examines how personality, perception, motivation, communication, leadership, structure and culture influence

behaviour and performance. It is an applied field because its purpose is not simply to describe behaviour but to

improve managerial decisions and organizational effectiveness.

An individual contributes abilities, values, attitudes, experience and personal goals. Behaviour is shaped both by these

characteristics and by the situation. For example, an employee who is confident in a familiar office may be quiet in a

highly hierarchical meeting. Managers should therefore avoid explaining every behaviour only through personality.

A group is two or more interdependent people who interact to achieve objectives or satisfy needs. A team is a group

whose members have complementary skills, shared goals, mutual accountability and coordinated work. All teams are
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groups, but not all groups function as teams. A committee that merely exchanges information may be a group; a

product-development unit jointly responsible for launching a service is a team.

Conflict is a perceived incompatibility of interests, goals, values or actions. Conflict may occur within an individual,

between two people, within a team or between departments. Conflict is not automatically harmful. Task-related

disagreement can improve analysis, whereas personal hostility and unresolved relationship conflict usually damage

performance.

4. Fundamental Principles

Several principles guide the management of teams and organizational behaviour.

Behaviour is influenced by both the person and the situation. Policies, leadership, workload, rewards and social norms

can encourage or discourage particular actions.

People interpret situations differently. Perception is selective and influenced by experience, assumptions and

expectations. Two employees may receive the same feedback but interpret it as either helpful coaching or personal

criticism.

Teams require interdependence. A collection of talented individuals will not automatically become an effective team.

Members must coordinate, share information and accept mutual responsibility.

Trust is developed through consistent behaviour. Reliability, competence, honesty and respect are important

foundations of trust.

Constructive disagreement is valuable. Managers should distinguish disagreement about ideas from attacks on

people. A team that never challenges assumptions may be experiencing conformity rather than harmony.

Inclusion improves participation and decision quality. Diversity creates potential benefits only when members are able

to contribute and are treated fairly.

Conflict should be addressed early. Small misunderstandings can become entrenched when managers ignore them.

Early, respectful intervention is normally less costly than formal escalation.

5. Major Components / Elements

Individual behaviour

Important individual influences include personality, values, emotions, attitudes, perception, ability and motivation.

Personality describes relatively enduring patterns of thinking and behaving. Values shape judgments about what is

desirable or appropriate. Attitudes represent evaluations of people, events or objects. Motivation concerns the forces

that direct, energize and sustain behaviour.

Managers should use individual differences constructively. Some employees prefer detailed planning, while others

excel at experimentation. Some communicate directly, while others prefer reflection before speaking. Effective

management does not require treating everyone identically; it requires fairness, clarity and appropriate support.

Group behaviour

Group behaviour is influenced by status, communication patterns, leadership, cohesion, norms and decision

processes. Groups develop informal expectations about punctuality, effort, acceptable language, information sharing

and disagreement. These norms can support performance or normalize poor behaviour.
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Team roles

Task roles help a team achieve its objectives. Examples include coordinator, information seeker, analyst, implementer

and quality reviewer. Maintenance roles support relationships and functioning; examples include encourager,

mediator, listener and gatekeeper who ensures that quieter members are heard. Dysfunctional roles include blocker,

attention seeker and aggressor.

One person may perform several roles, and roles can change as the project develops. Managers should clarify

responsibilities while allowing reasonable flexibility.

Team norms

Norms are shared expectations about behaviour. They may be formal, such as meeting procedures, or informal, such

as an expectation that messages will be answered immediately. Effective norms specify how the team will

communicate, make decisions, handle disagreement, distribute work and recognize contributions.

Psychological safety

Psychological safety is a shared belief that people can speak up, ask questions, admit mistakes and offer concerns

without fear of humiliation or unfair punishment. It does not mean that performance standards are low. A

psychologically safe team can hold members accountable while making it possible to identify risks early.

Managers build psychological safety by inviting dissent, responding appreciatively to bad news, admitting their own

mistakes, separating ideas from personal worth and protecting employees from retaliation.

Conflict

Conflict may be task conflict, process conflict or relationship conflict. Task conflict concerns the substance of work;

process conflict concerns responsibilities and methods; relationship conflict concerns personal tension, disrespect or

incompatible interpersonal styles. Task conflict can be productive at moderate levels, but process and relationship

conflict require careful management.

6. Process / Framework / Methodology

A practical team-management framework has six stages.

Stage 1: Clarify purpose. Define the team?s mission, expected outcomes, authority, deadlines and success measures.

A vague purpose creates competing priorities.

Stage 2: Design membership and roles. Select members with relevant skills and constructive diversity. Clarify who is

responsible, accountable, consulted and informed for major activities.

Stage 3: Establish working agreements. Agree on communication channels, meeting rules, response times, decision

rights, confidentiality, inclusion and methods for raising concerns.

Stage 4: Develop interaction. Use orientation activities, collaborative tasks and regular check-ins. Managers should

observe participation patterns and address exclusion or domination.

Stage 5: Manage performance and conflict. Review progress against agreed measures. When disagreement arises,

identify the issue, hear perspectives, examine evidence and agree on action. Separate the person from the problem.

Stage 6: Review and learn. Conduct after-action reviews. Ask what was intended, what occurred, why differences

arose and what should change. Learning should result in specific adjustments rather than general promises.
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A useful conflict-resolution sequence is: prepare, describe the issue neutrally, listen actively, identify interests,

generate options, agree on criteria, decide, document and follow up. If the issue involves harassment, discrimination,

threats or serious misconduct, normal informal negotiation may be inappropriate; formal organizational procedures

should be used.

7. Important Theories and Models

Tuckman?s stages of team development

Tuckman proposed forming, storming, norming, performing and adjourning. During forming, members seek

information and depend on direction. Storming involves disagreement over goals, authority and methods. In norming,

shared expectations and relationships develop. Performing is characterized by effective coordination and problem

solving. Adjourning occurs when a temporary team completes its work.

Teams may move backward when membership, leadership or objectives change. The model is therefore a useful

guide rather than a rigid sequence.

Belbin?s team roles

Belbin identified several roles, including plant, resource investigator, coordinator, shaper, monitor evaluator, team

worker, implementer, completer-finisher and specialist. The model emphasizes that team effectiveness depends on a

balance of contributions, not simply on technical expertise. Managers can use it to identify missing capabilities and

excessive concentration in one role.

Social identity theory

People classify themselves and others into social categories such as department, profession, age group or nationality.

Identification can create belonging, but it can also produce in-groups and out-groups. Managers can reduce

unnecessary divisions by creating a shared organizational or team identity and by rewarding cross-boundary

cooperation.

Groupthink

Groupthink occurs when the desire for agreement discourages critical evaluation. Symptoms include self-censorship,

pressure on dissenters, an illusion of unanimity and failure to examine alternatives. Leaders can reduce groupthink by

appointing a devil?s advocate, seeking independent views, delaying premature consensus and inviting external

review.

Thomas-Kilmann conflict modes

The model identifies competing, accommodating, avoiding, compromising and collaborating. Competing may be

appropriate in emergencies or when essential standards are threatened. Accommodating can preserve a relationship

when the issue is less important to one party. Avoiding may be useful when emotions need to cool, but chronic

avoidance is damaging. Compromise offers a practical middle ground. Collaboration seeks a solution satisfying the

important interests of all parties and is generally preferred when time and trust permit.

Interest-based negotiation

Interest-based negotiation distinguishes positions from interests. A position is what someone says they want; an

interest is why they want it. Two employees may argue over a budget position while their underlying interests are
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service quality and workload control. Exploring interests makes it possible to create options that satisfy both parties.

Negotiators should use objective criteria, consider alternatives and avoid personal attacks.

8. Practical Applications

Managers can improve collaboration by beginning projects with a team charter. The charter may include purpose,

roles, deliverables, decision rules, meeting arrangements and escalation procedures. It should be discussed rather

than imposed, because participation increases commitment.

Meetings should have a clear purpose, agenda and expected preparation. The chair should prevent interruption, invite

quieter members and distinguish discussion from decision. Minutes should record decisions, owners and deadlines. In

virtual meetings, written follow-up is especially important because participants may have different interpretations of

what was agreed.

When conflict occurs, managers should first establish whether it concerns facts, interests, methods or relationships.

They should speak with parties separately when necessary, then conduct a joint discussion focused on observable

behaviour and consequences. Statements such as ?You are uncooperative? should be replaced with ?The sales

forecast was not shared by the agreed deadline, which delayed the production decision.?

Diverse teams benefit from inclusive scheduling, accessible communication, transparent criteria and recognition of

different perspectives. Managers should not assume that one member represents an entire culture or demographic

group. They should also distinguish cultural differences from performance problems and address both respectfully.

9. Examples

A finance and marketing team disagree about a campaign budget. Finance emphasizes cost control, while marketing

emphasizes customer growth. If the manager chooses one department without examining evidence, resentment may

increase. A collaborative approach would define shared objectives, examine expected returns, consider alternative

campaign sizes and establish measures for review.

In another example, a virtual project team repeatedly misses deadlines. Members blame time-zone differences, but

analysis shows that responsibilities are unclear and decisions are recorded inconsistently. A revised charter, shared

task board, rotating meeting times and written decision log may solve the underlying process conflict.

A warehouse supervisor notices that employees no longer report equipment defects because previous warnings were

treated as evidence of carelessness. By thanking employees for reporting risks, investigating causes and correcting

hazards, the supervisor can restore psychological safety and improve operational reliability.

10. Technology and Digital Applications

Technology can support teamwork when it improves visibility, coordination and inclusion. Project-management

platforms can assign tasks, deadlines and dependencies. Shared documents allow simultaneous collaboration and

version control. Video-conferencing systems support distributed meetings, while discussion channels provide

asynchronous participation for employees who cannot attend live sessions.

Digital tools do not automatically create collaboration. Excessive notifications, unclear channel rules, surveillance

concerns and communication overload can increase stress and conflict. Managers should define which channels are

used for urgent matters, routine discussion, formal decisions and confidential issues. They should also protect

reasonable boundaries outside working hours.

Data from collaboration platforms should be interpreted cautiously. Message counts or online activity are weak

measures of contribution and may disadvantage employees whose work is analytical or client-facing. Digital records



ISBM DIGITAL LIBRARY  |  EDUCATIONAL RESOURCE 138

must be managed according to privacy, security and organizational policy.

11. Strategic / Managerial Importance

Team effectiveness influences productivity, innovation, quality, employee engagement and customer satisfaction.

Poor conflict management consumes time, increases turnover and can create legal and reputational risk.

Psychological safety supports early reporting of operational, ethical and safety problems.

At a strategic level, organizations need structures that enable cooperation across departments rather than rewarding

narrow departmental success. Performance measures should include both results and responsible methods.

Leadership development should teach managers how to facilitate dialogue, coach employees, negotiate priorities and

manage difficult conversations.

Teams are also important for organizational resilience. When knowledge is shared rather than held by one individual,

the organization is better able to respond to absence, crisis and change.

12. Detailed Case Study

The following is a fictional case for illustrative purposes.

Background

Northstar Services, a regional business-support company, created a virtual team to implement a new customer

relationship system. The team included staff from sales, information technology, finance and customer service in three

countries.

Problem

After three months, implementation was behind schedule. Sales complained that IT ignored customer needs. IT

argued that sales changed requirements without notice. Finance withheld approval because costs were unclear.

Meetings were dominated by two senior employees, while remote members rarely spoke. Several employees began

communicating privately rather than through the team channel.

Analysis

The team had a shared project title but no shared operational definition of success. Roles and decision rights were

unclear. Time-zone differences made attendance unequal, and there was no rotating schedule. The team had

developed a norm that disagreement was interpreted as disloyalty. This created low psychological safety and

encouraged silence. The conflict included task disagreement, process conflict and relationship tension.

Strategy / Solution

The project manager conducted confidential interviews, followed by a facilitated team meeting. The team created a

charter defining scope, milestones, decision rights and escalation routes. Requirements were placed in a shared

document with named owners and approval dates. Meetings rotated across time zones, and an asynchronous update

was required before each meeting. The manager introduced a ?challenge the proposal, not the person? rule and

invited a different member to present risks at every review.

The team used interest-based negotiation to address the budget dispute. Finance required cost control and

auditability; sales required flexibility for customer needs; IT required stable specifications. A staged implementation

with a controlled pilot satisfied the major interests. The manager also established weekly one-to-one check-ins and a
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monthly retrospective.

Outcome

The pilot was delivered four weeks later than the original target but within the revised budget. Requirement changes

became traceable, meeting participation became more balanced and employees reported greater confidence in raising

concerns. The organization retained the team charter as a model for future virtual projects.

Learning Points

The case demonstrates that conflict may reflect unclear structure rather than bad attitudes. Virtual teams need explicit

communication systems, inclusive participation and written decisions. Psychological safety must be actively

developed. A slower but transparent decision process can produce better long-term performance than rapid decisions

based on silence or hierarchy.

13. Advantages / Benefits

Effective teams combine knowledge, skills and perspectives. They can solve complex problems more effectively than

isolated individuals, increase innovation and distribute workload. Constructive disagreement improves decision quality

by exposing assumptions. Inclusive teams can understand diverse customers and markets more accurately.

Psychological safety supports learning, error reporting and employee engagement. Well-managed conflict can clarify

priorities and strengthen relationships.

14. Limitations / Challenges

Teams require time for coordination, communication and relationship development. They may suffer from social

loafing, where members reduce effort because responsibility is shared. Dominant personalities can silence others,

while excessive cohesion can produce groupthink. Conflict may become personal and consume resources. Diversity

can create misunderstanding if inclusion is weak. Virtual teams face isolation, technology failure, unequal access to

information and difficulty interpreting tone. Managers must therefore balance collaboration with individual

accountability.

15. Ethical and Governance Considerations

Managers must treat employees with dignity and apply rules consistently. They should not tolerate harassment,

discrimination, bullying, retaliation or threats disguised as ?healthy conflict.? Confidential complaints should be

handled appropriately, with protection against victimization and fair investigation.

Decision processes should be transparent enough for employees to understand how outcomes were reached.

Managers should recognize contributions accurately and avoid assigning invisible coordination work disproportionately

to particular employees. Digital monitoring must have a legitimate purpose, be proportionate and comply with privacy

requirements. Accessibility should be considered in meetings, documents and collaboration systems.

16. Current and Emerging Trends

Hybrid work is increasing the importance of asynchronous collaboration, digital inclusion and outcome-based

performance management. Organizations are using cross-functional and agile teams to respond quickly to customer

needs. Employee expectations concerning flexibility, wellbeing and respectful leadership are also rising.

Artificial intelligence is being used to summarize meetings, identify project risks and support knowledge retrieval.

However, automated analysis can reproduce bias, misinterpret communication and create privacy concerns. Human
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judgment remains essential. Organizations are also paying greater attention to belonging, mental health,

neurodiversity, psychological safety and the quality of employee experience.

17. Best Practices

Managers should:

1. Define a compelling shared purpose and measurable outcomes.

2. Select complementary skills and clarify roles and decision rights.

3. Establish explicit norms for communication, inclusion and disagreement.

4. Encourage questions, dissent and early reporting of problems.

5. Use evidence and objective criteria in disagreements.

6. Address behaviour promptly and privately where appropriate.

7. Distinguish task conflict from personal hostility.

8. Rotate meeting times and provide asynchronous participation in virtual teams.

9. Record decisions, responsibilities and deadlines.

10. Review team performance and relationship quality regularly.

11. Protect confidentiality and follow formal procedures for serious misconduct.

12. Hold individuals accountable while recognizing interdependent work.

18. Future Scope

Future managers will increasingly lead teams that are distributed, multicultural and partly supported by artificial

intelligence. Success will depend on digital fluency, ethical judgment, emotional intelligence and the ability to create

trust without constant physical contact. Organizations may use more flexible networks and temporary project teams,

making rapid norm formation and knowledge transfer important capabilities.

The central challenge will be combining technological efficiency with human dignity. Organizations that use data

responsibly, design inclusive work systems and develop constructive conflict skills are more likely to remain adaptable

and trustworthy.

19. Chapter Summary

Organizational behaviour explains how individuals and groups act within organizational contexts. Teams differ from

ordinary groups because they possess shared goals, complementary skills, coordination and mutual accountability.

Effective teams require clear purpose, appropriate roles, constructive norms, trust and psychological safety. Team

development commonly involves forming, storming, norming, performing and adjourning.

Conflict may concern tasks, processes or relationships. It can improve decisions when managed constructively but

becomes harmful when personal, hostile or unresolved. Interest-based negotiation, active listening, objective criteria

and early intervention are central conflict-management tools. Diverse and virtual teams require deliberate inclusion,

clear communication and strong digital practices. Ethical management protects dignity, fairness, privacy and freedom

from retaliation.

20. Key Terms
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1. Organizational behaviour: The study of individual and group behaviour in organizations.

2. Group: Two or more interacting and interdependent people.

3. Team: A group with shared goals, complementary skills and mutual accountability.

4. Team norm: A shared expectation about acceptable behaviour.

5. Team role: A pattern of contribution or responsibility within a team.

6. Psychological safety: The belief that people can speak up without fear of humiliation or retaliation.

7. Task conflict: Disagreement about ideas, objectives or work content.

8. Process conflict: Disagreement about methods, responsibilities or resource allocation.

9. Relationship conflict: Personal tension, hostility or interpersonal incompatibility.

10. Social loafing: Reduced individual effort when responsibility is shared.

11. Groupthink: Pressure for agreement that suppresses critical evaluation.

12. Inclusion: Conditions that enable people with different identities and perspectives to participate fully.

13. Active listening: Attentive listening that checks understanding and acknowledges the speaker.

14. Negotiation: A process through which parties seek agreement.

15. Position: What a negotiator says they want.

16. Interest: The underlying reason or need behind a position.

17. Collaboration: Joint work to achieve mutually valuable outcomes.

18. Virtual team: A team whose members rely substantially on digital communication across locations.

21. Review Questions

Short Answer Questions

1. What is organizational behaviour?

2. Distinguish between a group and a team.

3. Define psychological safety.

4. What is the difference between task conflict and relationship conflict?

5. Name two practices that support virtual-team effectiveness.

Long Answer Questions

1. Explain the stages of Tuckman?s team-development model and discuss its managerial value.

2. Describe how individual differences influence workplace behaviour and team performance.

3. Explain the causes and consequences of groupthink and recommend ways to prevent it.

4. Discuss interest-based negotiation as a method of resolving workplace conflict.

5. Evaluate the role of inclusion and psychological safety in diverse teams.
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Analytical / Application Questions

1. A team reaches every deadline but members conceal mistakes and rarely challenge the manager. Diagnose the

team?s behavioural problems and recommend interventions.

2. Two departments disagree over ownership of a customer database. Apply the conflict-resolution framework to

develop a fair solution.

3. Design a working agreement for a multicultural virtual team operating across four time zones. Explain how your

agreement would promote participation, accountability and trust.

22. Multiple Choice Questions with Answers

Question 1

Which characteristic most clearly distinguishes a team from a general group?

A. Members work in the same building

B. Members have shared goals, complementary skills and mutual accountability

C. Members have identical personalities

D. Members avoid disagreement

Correct Answer: B. Members have shared goals, complementary skills and mutual accountability

Question 2

A manager invites employees to report mistakes without fear of punishment while still maintaining performance

standards. This most directly demonstrates:

A. Social loafing

B. Groupthink

C. Psychological safety

D. Accommodation

Correct Answer: C. Psychological safety

Question 3

A disagreement about who should approve a project change is primarily what type of conflict?

A. Relationship conflict

B. Process conflict

C. Task conflict

D. Intrapersonal conflict

Correct Answer: B. Process conflict

Question 4
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Which action is most likely to reduce groupthink?

A. Discouraging dissent to save time

B. Allowing the leader to state a preferred answer first

C. Appointing a devil?s advocate and examining alternatives

D. Rewarding unanimous decisions

Correct Answer: C. Appointing a devil?s advocate and examining alternatives

Question 5

In interest-based negotiation, a negotiator should primarily seek to understand:

A. The other party?s underlying needs and reasons

B. How to defeat the other party

C. The most senior person in the discussion

D. A compromise before discussing the issue

Correct Answer: A. The other party?s underlying needs and reasons

Question 6

During which Tuckman stage do disagreements over authority and methods commonly occur?

A. Forming

B. Storming

C. Norming

D. Adjourning

Correct Answer: B. Storming

Question 7

Which practice best supports a virtual team working across time zones?

A. Holding all important discussions synchronously

B. Using only informal private messages

C. Rotating meeting times and documenting decisions asynchronously

D. Measuring contribution only by online activity

Correct Answer: C. Rotating meeting times and documenting decisions asynchronously

Question 8

A manager says, ?The report was submitted two days late, which delayed the client decision,? instead of calling an

employee irresponsible. This illustrates:

A. Describing observable behaviour and consequences
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B. Avoiding accountability

C. Personalizing conflict

D. Accommodating a relationship conflict

Correct Answer: A. Describing observable behaviour and consequences

Question 9

Which conflict-management approach seeks a solution satisfying the important interests of all parties?

A. Competing

B. Avoiding

C. Accommodating

D. Collaborating

Correct Answer: D. Collaborating

Question 10

Why should collaboration-platform data be used cautiously when evaluating employees?

A. Digital records never contain useful information

B. Message volume and online activity may not represent actual contribution

C. Employees cannot work through digital systems

D. Managers are prohibited from recording decisions

Correct Answer: B. Message volume and online activity may not represent actual contribution



ISBM DIGITAL LIBRARY  |  EDUCATIONAL RESOURCE 145

Principles & Practice Of Management / Chapter 12

Chapter 12 Coordination, Control and Performance Management

Chapter 12: Coordination, Control and Performance Management

1. Introduction

Managers achieve organisational objectives not only by planning and organising work, but also by coordinating

activities, controlling performance and managing improvement. Coordination brings together the efforts of individuals,

departments and external partners so that work is mutually supportive rather than fragmented. Control provides the

mechanisms through which managers compare actual results with intended standards and take corrective action when

necessary. Performance management connects these activities to the continuing improvement of organisational, team

and individual results.

Control should not be understood merely as inspection, punishment or restriction. Effective control is a constructive

management process. It provides information, clarifies expectations, identifies problems early, supports accountability

and enables learning. Similarly, performance management is broader than an annual appraisal. It includes setting

objectives, agreeing measures, providing feedback, developing employees and reviewing results continuously.

In competitive and uncertain environments, organisations must coordinate resources carefully and respond quickly to

changes in customer expectations, technology, regulations and costs. A well-designed control and

performance-management system therefore supports both efficiency and adaptability.

2. Learning Objectives

By the end of this chapter, students should be able to:

1. Explain the meaning and relationship of coordination, control and performance management.

2. Describe the control cycle and the role of standards, measurement and corrective action.

3. Develop suitable key performance indicators, budgets and performance dashboards.

4. Explain benchmarking, balanced scorecards, audits and quality-management principles.

5. Apply control and performance-management tools to practical managerial situations.

6. Evaluate the benefits, limitations and ethical risks of performance control systems.

7. Recommend appropriate actions for improving accountability, quality and organisational results.

3. Meaning and Concept

Coordination

Coordination is the deliberate integration of activities, people, information and resources to achieve common

objectives. It ensures that the work of one unit does not conflict with, duplicate or unnecessarily delay the work of

another. For example, a sales department should coordinate with operations before promising delivery dates to

customers. Coordination may be achieved through plans, procedures, meetings, information systems, liaison roles,

cross-functional teams and organisational culture.
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Coordination has both vertical and horizontal dimensions. Vertical coordination links senior managers with supervisors

and employees through objectives, authority and reporting relationships. Horizontal coordination links departments or

employees at similar organisational levels. Effective coordination also operates externally, for example between a

manufacturer, suppliers, distributors and service providers.

Control

Control is the management process of establishing standards, measuring actual performance, comparing results with

standards and taking action to correct deviations or reinforce success. Control is therefore future-oriented as well as

corrective. Information obtained from control may lead managers to revise plans, allocate resources differently or

redesign processes.

Controls may be preventive, concurrent or corrective. Preventive controls attempt to stop errors before they occur,

such as employee training, approval procedures and supplier qualification. Concurrent controls monitor work while it is

being performed, such as real-time production monitoring or supervisory checks. Corrective controls respond after a

deviation has occurred, such as repairing defective equipment or retraining staff.

Performance management

Performance management is a continuous process through which managers and employees agree expectations,

monitor progress, provide feedback, develop capability and evaluate results. It operates at several levels:

organisational performance, departmental performance, team performance and individual performance. A sound

system links these levels without assuming that every result can be attributed to one employee.

Performance management combines results and behaviours. A salesperson, for instance, may achieve a sales target

through misleading promises that damage customer trust. A complete assessment must therefore consider both the

outcome and the way it was achieved.

4. Fundamental Principles

Several principles make coordination and control effective.

Alignment: Measures and activities should support organisational strategy. Departments should not be rewarded for

achieving local targets that damage overall performance.

Clarity: Standards, responsibilities, authority and reporting requirements must be understandable. Employees should

know what is expected, how performance will be judged and what support is available.

Validity: Measures should reflect what the organisation genuinely wants to achieve. Measuring call duration, for

example, may be inappropriate if the primary objective is resolving customer problems effectively.

Timeliness: Information must reach decision-makers early enough to permit action. A monthly report may be too slow

for managing a rapidly changing online service.

Controllability: Individuals should be assessed mainly on factors they can influence. A branch manager may control

staff scheduling but not a sudden national tax change.

Balance: Financial and non-financial, short-term and long-term, quantitative and qualitative measures should be

combined.

Participation: Involving employees in setting objectives improves understanding, commitment and the realism of

standards.

Proportionality: The cost and complexity of a control system should be justified by the risks and value involved.
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Continuous improvement: Control should encourage learning and process improvement rather than concealment of

problems.

Fairness and transparency: Data collection, evaluation and consequences should be consistent, explainable and

protected against bias.

5. Major Components / Elements

Standards and objectives

A standard is a desired level of performance against which actual performance is compared. Standards may concern

quantity, quality, cost, time, safety, customer experience or compliance. Effective objectives are specific, measurable,

achievable, relevant and time-bound, although managers should avoid treating the SMART formula as a substitute for

judgement.

Measurement

Measurement involves collecting reliable information about actual performance. Measures may be leading indicators,

which signal future performance, or lagging indicators, which show outcomes that have already occurred. Employee

training hours may be a leading indicator of capability, while product returns are a lagging indicator of quality.

Key performance indicators

A key performance indicator (KPI) is a measure considered especially important to the achievement of an objective. A

useful KPI has a clear definition, data source, owner, frequency, target and interpretation. Examples include on-time

delivery rate, operating margin, employee turnover, customer retention and first-contact resolution.

Budgets

A budget is a quantified plan for a future period. Budgets allocate resources and establish financial expectations. They

can support coordination by requiring departments to state their resource needs and dependencies. Variance analysis

compares budgeted and actual revenues, costs or volumes. A variance is not automatically evidence of poor

management; its cause must be investigated.

Dashboards and reports

A dashboard presents selected indicators in an accessible format, often using trends, status colours and exception

alerts. It should highlight information requiring managerial attention rather than display every available statistic.

Reports provide more detailed explanation, context and analysis.

Feedback and review

Feedback explains progress, strengths, problems and improvement opportunities. Effective feedback is timely,

evidence-based, respectful and connected to future action. Formal reviews may be quarterly or annual, but they

should complement regular informal conversations.

Corrective action

Corrective action removes the causes of undesirable performance or reduces their effects. It may involve reallocating

resources, changing a process, clarifying a role, repairing equipment, retraining employees or revising an unrealistic

target. Corrective action should address root causes rather than merely treating symptoms.
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Quality assurance and audits

Quality assurance builds reliable processes that prevent defects, while quality control identifies defects in outputs. An

audit is a systematic and independent examination of records, processes or controls against specified criteria. Audits

may assess financial accuracy, legal compliance, information security, safety, quality or operational effectiveness.

6. Process / Framework / Methodology

The control cycle normally contains the following stages.

First, establish objectives and standards. Management translates strategy into measurable expectations. The

standard should specify the desired result, time period, responsible owner and acceptable tolerance.

Second, communicate responsibilities. Employees and departments need authority, resources and information to

perform their roles. Coordination mechanisms should identify dependencies between activities.

Third, measure actual performance. Data is collected using operational records, financial systems, customer surveys,

observation, audits or other appropriate methods. Data quality must be checked for accuracy, completeness and

consistency.

Fourth, compare actual results with standards. Managers identify gaps, trends and exceptions. A traffic-light

dashboard may show whether performance is within tolerance, at risk or outside the acceptable range.

Fifth, diagnose causes. Managers should distinguish symptoms from root causes. Tools such as the five-whys

technique, cause-and-effect diagrams, process mapping and variance analysis can assist diagnosis.

Sixth, decide and implement action. Possible actions include maintaining the existing approach, correcting a process,

coaching an employee, changing a target, investing in technology or redesigning the service. The response should be

proportionate to the significance and cause of the deviation.

Seventh, follow up and learn. Managers check whether the action worked and whether it created unintended

consequences. Successful practices can be standardised, while ineffective actions should be revised. This creates a

continuous improvement loop.

A practical performance-management cycle follows a similar pattern: agree objectives, plan support, monitor progress,

review evidence, provide feedback, recognise achievement, address gaps and set new objectives.

7. Important Theories and Models

Management by Objectives

Management by Objectives (MBO), associated with Peter Drucker, emphasises jointly agreed objectives and periodic

evaluation of results. It can improve focus and accountability, but it may become narrow if employees concentrate only

on measurable targets and neglect cooperation or innovation.

The balanced scorecard

The balanced scorecard developed by Kaplan and Norton evaluates performance through four perspectives: financial,

customer, internal business processes, and learning and growth. The perspectives encourage managers to connect

financial outcomes with the drivers that produce them. For example, staff development may improve process quality,

which improves customer satisfaction and ultimately financial performance.

Total Quality Management
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Total Quality Management (TQM) treats quality as the responsibility of the entire organisation. It emphasises customer

requirements, employee involvement, process improvement, prevention of defects, fact-based decisions and

long-term commitment. Quality is not simply the responsibility of an inspection department.

Deming?s improvement cycle

The Plan-Do-Check-Act cycle provides a practical method for continuous improvement. In the planning stage, a

problem and proposed change are defined. The change is tested, results are checked against evidence, and the

successful change is standardised or modified. The cycle is repeated because improvement is ongoing.

Benchmarking

Benchmarking compares performance or processes with those of another organisation, an industry standard or an

internal high-performing unit. Internal, competitive, functional and generic benchmarking are common forms.

Benchmarking identifies performance gaps and possible practices, but copying another organisation without

considering context can be misleading.

Agency and stewardship perspectives

Agency theory highlights the risk that managers or employees may pursue personal interests when their goals differ

from those of owners or other stakeholders. Controls, incentives and reporting can reduce this risk. Stewardship

perspectives emphasise trust, shared purpose and intrinsic motivation. Effective systems usually combine

accountability with professional autonomy rather than relying solely on surveillance.

8. Practical Applications

A retail manager can coordinate purchasing, inventory, sales and customer service by using a shared demand

forecast, replenishment rules and daily exception reports. Relevant KPIs may include stock availability, inventory

turnover, gross margin and customer complaints. A target of reducing inventory without monitoring stock availability

could create shortages, demonstrating the need for balanced measures.

A service organisation may control performance through response time, resolution rate, customer satisfaction, repeat

contacts and compliance with service standards. Managers should avoid rewarding speed alone if it encourages

employees to close cases without solving the customer?s problem.

A manufacturing business may use production-volume targets, defect rates, equipment downtime, safety incidents and

unit costs. Statistical process control can identify unusual variation before defects become widespread. Corrective

action may involve machine maintenance, redesigning a work method or improving supplier quality.

In human-resource management, performance management includes role profiles, agreed objectives, coaching,

training plans, reviews, recognition and fair disciplinary procedures. Individual targets should be connected to team

results and should not encourage destructive internal competition.

9. Examples

Suppose a college sets a standard that 90 percent of student enquiries should receive a complete response within two

working days. The actual result falls to 72 percent. A manager should not immediately blame staff. Analysis may

reveal that enquiries are received through several unconnected channels, responsibility is unclear and complex cases

require information from another department. Corrective action could include a central case-management system, a

response protocol, service training and weekly exception reviews.
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Consider a delivery company whose fuel cost per delivery rises by 15 percent. Investigation may show that the

number of failed deliveries has increased because customer addresses are incomplete. The solution may be improved

address verification and customer communication rather than simply instructing drivers to reduce fuel use.

A hotel may use a balanced scorecard. Financial measures could include revenue per available room; customer

measures could include satisfaction ratings; process measures could include room-preparation time and complaint

resolution; learning measures could include training completion and employee engagement. Examining all four

perspectives gives managers a more reliable picture than occupancy alone.

10. Technology and Digital Applications

Enterprise resource planning systems integrate financial, purchasing, inventory and operational data, supporting

coordination across departments. Customer relationship management systems record customer interactions and can

provide indicators such as retention, response time and complaint trends. Business-intelligence tools convert data into

dashboards, trend analyses and drill-down reports.

Workflow and project-management platforms assign tasks, monitor deadlines and show dependencies. Digital audit

trails improve traceability by recording approvals, changes and access. Sensors and Internet-of-Things devices can

provide real-time information about equipment condition, temperature, location or production quality.

Artificial intelligence can assist forecasting, anomaly detection and predictive maintenance. However, algorithmic

outputs require human oversight because data may be incomplete, biased or unsuitable for the decision. Technology

should improve managerial judgement, not replace responsibility. Organisations must also protect personal data,

control access and establish clear rules for retention and use.

11. Strategic / Managerial Importance

Coordination and control translate strategy into operational action. They help managers determine whether resources

are being used effectively, whether strategic objectives are progressing and whether risks are increasing. They also

strengthen accountability by clarifying who owns a result and what evidence supports evaluation.

Performance information supports resource allocation. Managers can invest in processes that create value,

discontinue activities that do not contribute to objectives and identify capabilities requiring development. Control

systems also support risk management by detecting financial irregularities, safety failures, compliance breaches and

service deterioration.

At the same time, excessive control can reduce initiative. Strategic managers must therefore distinguish between

essential accountability and unnecessary bureaucracy. The most effective systems provide direction and visibility

while allowing competent employees discretion in how work is performed.

12. Detailed Case Study

The following case is fictional and illustrative.

Background

BrightPath Logistics is a medium-sized delivery company serving online retailers. It promises next-day delivery in

major urban areas. Its performance reports traditionally focused on the number of parcels delivered and total delivery

cost.

Problem
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Although the company appeared to meet its volume target, customer complaints increased, repeat business declined

and employee turnover among drivers became serious. Managers discovered that some drivers marked parcels as

delivered when customers were absent, while others rushed deliveries and damaged packages. The incentive system

rewarded parcel volume but ignored quality and customer experience.

Analysis

The existing control system had an inappropriate KPI and a weak coordination process. Customer service did not

share complaint data promptly with operations. Driver schedules were prepared without considering traffic patterns,

and the target was identical for routes with very different levels of difficulty. There was also no regular review of

delivery accuracy or employee workload.

Strategy / Solution

Management redesigned the performance framework using four balanced perspectives. Financial measures included

cost per successful delivery and customer-retention revenue. Customer measures included on-time delivery, delivery

accuracy and complaint resolution. Process measures included first-attempt success, package damage and

route-planning efficiency. Learning and growth measures included driver training, safety performance and employee

engagement.

The company introduced a daily dashboard with route-level information and a weekly cross-functional meeting

involving operations, customer service and scheduling. Drivers participated in setting realistic route standards.

Incentives were changed so that volume was only one component of performance. A delivery could count as

successful only when the customer received the correct parcel in acceptable condition and the delivery record was

accurate. Supervisors used coaching and root-cause analysis before applying disciplinary action.

Outcome

After six months, complaint rates fell, successful first-attempt deliveries increased and driver turnover began to

decline. Delivery volume grew more slowly than before, but profitable repeat contracts increased because customer

trust improved. The company also identified that some routes required revised service commitments rather than

greater employee effort.

Learning Points

The case illustrates that a measure can distort behaviour when it is disconnected from the real objective. It also

demonstrates the value of balanced indicators, employee participation, cross-functional coordination and root-cause

analysis. Control is most effective when it improves the system rather than merely assigning blame.

13. Advantages / Benefits

Effective coordination, control and performance management can:

- align daily activities with strategy;

- clarify roles, authority and accountability;

- identify problems before they become costly;

- improve resource use and budget discipline;

- strengthen quality, safety and compliance;
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- support evidence-based decisions;

- improve communication across departments;

- motivate achievement through meaningful feedback and recognition;

- identify training and development needs; and

- promote organisational learning and continuous improvement.

14. Limitations / Challenges

Measurement can be expensive, time-consuming and technically difficult. Some important outcomes, such as trust,

creativity, leadership quality and organisational culture, are difficult to quantify. Poorly designed KPIs may produce

gaming, short-termism or competition between departments.

Targets may become unfair when employees lack control over results or when external conditions change. Data can

be inaccurate, delayed or selectively reported. Excessive dashboards may create information overload, while

excessive supervision can reduce motivation and autonomy. Benchmarking may encourage imitation without

understanding differences in markets, resources or strategy.

Performance reviews can also be affected by recency bias, favouritism, stereotyping and unclear evidence. Managers

require training to interpret data, give feedback and make fair decisions. Finally, technological control creates risks

involving privacy, cybersecurity, algorithmic bias and dependence on automated recommendations.

15. Ethical and Governance Considerations

Performance systems should respect dignity, privacy, equality and due process. Employees should understand what

data is collected, why it is collected, who can access it and how long it is retained. Personal information should be

limited to legitimate business purposes and protected against unauthorised access.

Targets and incentives must not encourage unsafe work, deception, discrimination, manipulation of records or harm to

customers. Managers should investigate unusual results rather than assume misconduct. Decisions affecting

employment, promotion or discipline should be based on relevant evidence and allow employees an opportunity to

respond.

Governance requires clear ownership of measures, documented definitions, reliable approval processes and

independent review where appropriate. Internal audit and risk functions should have sufficient independence. Senior

managers are responsible for ensuring that the organisation does not pursue results through unethical methods.

16. Current and Emerging Trends

Organisations increasingly use real-time performance information rather than periodic reports. Predictive analytics can

identify likely equipment failure, customer defection or budget overspending before the event occurs. Remote and

hybrid work have increased interest in outcome-based management, since physical presence is a poor substitute for

performance evidence.

Environmental, social and governance measures are being incorporated into scorecards and investment decisions.

Organisations are also adopting continuous performance conversations instead of relying entirely on annual

appraisals. Agile methods use short planning and review cycles, while process-mining tools analyse digital records to

reveal how work actually flows.

The growth of artificial intelligence will increase the importance of algorithm governance, explainability and human

review. Organisations will need to measure not only productivity but also resilience, employee wellbeing, sustainability



ISBM DIGITAL LIBRARY  |  EDUCATIONAL RESOURCE 153

and the social effects of decisions.

17. Best Practices

Managers should begin with strategy and stakeholder needs rather than with the data that is easiest to collect. They

should limit KPIs to those that are genuinely important, define each measure precisely and assign an accountable

owner. Targets should be challenging but realistic, with tolerances and review dates.

Performance information should be timely, accessible and accompanied by interpretation. Managers should combine

quantitative evidence with professional judgement and direct discussion. Reviews should focus on causes, learning

and future action, not merely on past scores.

Organisations should test measures for unintended consequences, involve employees in design, audit data quality

and review the system periodically. Recognition should reinforce collaboration, ethical conduct, quality and sustainable

results. Corrective action should be documented, monitored and evaluated for effectiveness.

18. Future Scope

Future performance systems are likely to integrate financial, operational, environmental and social information in a

single decision framework. More organisations will use scenario analysis and predictive models to manage

uncertainty. Digital twins may allow managers to test process changes virtually before implementation.

However, the central role of managers will remain important. Technology can detect patterns, but managers must

interpret context, exercise ethical judgement, communicate decisions and build commitment. The future of

performance management will therefore involve a combination of advanced analytics and human-centred leadership.

19. Chapter Summary

Coordination integrates activities and resources, while control compares actual performance with standards and

supports corrective action. Performance management is a continuous process of agreeing objectives, monitoring

results, giving feedback, developing capability and improving outcomes. Effective systems use valid and balanced

measures, including KPIs, budgets, dashboards, audits, benchmarking and balanced scorecards.

The control cycle involves setting standards, communicating responsibility, measuring results, comparing

performance, diagnosing causes, taking action and learning from outcomes. Quality-management approaches

emphasise prevention, customer value, employee involvement and continuous improvement. Technology can

strengthen coordination and visibility, but it introduces privacy, security and bias risks. Ethical, fair and proportionate

controls are essential because performance measures influence behaviour as well as report it.

20. Key Terms

1. Coordination: Integration of activities and resources to achieve common objectives.

2. Control: Comparison of actual performance with standards followed by appropriate action.

3. Performance management: Continuous process of setting expectations, monitoring, feedback, development and

review.

4. Standard: Desired level of performance used for comparison.

5. Key performance indicator: Important measure linked to an organisational objective.

6. Leading indicator: Measure that signals likely future performance.
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7. Lagging indicator: Measure of an outcome that has already occurred.

8. Budget: Quantified plan for a future period.

9. Variance: Difference between planned and actual performance.

10. Dashboard: Visual display of selected performance information.

11. Corrective action: Action intended to remove the cause of a deviation or reduce its effect.

12. Audit: Systematic examination against defined criteria.

13. Benchmarking: Comparison with another unit, organisation or standard.

14. Balanced scorecard: Framework using financial, customer, process, and learning perspectives.

15. Total Quality Management: Organisation-wide approach to customer-focused continuous quality improvement.

16. Root cause: Fundamental reason why a problem occurs.

17. Quality assurance: Planned processes that prevent defects and ensure reliable quality.

18. Accountability: Obligation to explain responsibilities, decisions and results.

21. Review Questions

Short Answer Questions

1. Define coordination and explain why it is necessary between departments.

2. What are the main stages of the control cycle?

3. Distinguish between leading and lagging indicators.

4. What is the purpose of a balanced scorecard?

5. Explain the difference between quality assurance and quality control.

Long Answer Questions

1. Discuss the principles of an effective organisational control system.

2. Explain how budgets, KPIs and dashboards can support managerial decision-making.

3. Describe the role of feedback, coaching and corrective action in performance management.

4. Evaluate the advantages and limitations of benchmarking and performance comparison.

5. Explain how Total Quality Management and the Plan-Do-Check-Act cycle support continuous improvement.

Analytical / Application Questions

1. A call centre rewards employees for handling the highest number of calls, but customer complaints are rising.

Diagnose the control problem and recommend a balanced set of measures.

2. A department consistently exceeds its budget because another department changes customer orders at short

notice. Explain how coordination, responsibility and variance analysis should be improved.

3. Design a small balanced scorecard for a vocational college, including at least one measure under each of the four

perspectives.
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22. Multiple Choice Questions with Answers

Question 1

Which sequence best describes the control cycle?

A. Recruit, train, promote and dismiss

B. Set standards, measure performance, compare results and take action

C. Advertise, sell, deliver and invoice

D. Plan products, borrow funds, purchase assets and audit

Correct Answer: B. Set standards, measure performance, compare results and take action

Question 2

Which is most likely a leading indicator of future employee capability?

A. Last year's profit

B. Number of customer complaints already received

C. Completion of relevant employee training

D. Total products returned last month

Correct Answer: C. Completion of relevant employee training

Question 3

Why should a manager avoid using delivery volume as the only KPI for a delivery company?

A. Volume is never measurable

B. It may encourage speed while ignoring accuracy and customer experience

C. Financial measures are always superior

D. Employees cannot influence delivery volume

Correct Answer: B. It may encourage speed while ignoring accuracy and customer experience

Question 4

What is the main purpose of a balanced scorecard?

A. To replace all non-financial measures with profit

B. To evaluate performance from several connected perspectives

C. To eliminate the need for managerial judgement

D. To measure only employee attendance

Correct Answer: B. To evaluate performance from several connected perspectives

Question 5
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A variance between actual and budgeted cost should first lead managers to:

A. Automatically punish the budget holder

B. Ignore the difference if the organisation made a profit

C. Investigate its size, cause and significance

D. Increase every department's budget

Correct Answer: C. Investigate its size, cause and significance

Question 6

Which action best represents preventive control?

A. Repairing a machine after a breakdown

B. Reviewing customer complaints after delivery

C. Qualifying suppliers before purchase contracts are approved

D. Reporting last quarter's defects

Correct Answer: C. Qualifying suppliers before purchase contracts are approved

Question 7

Benchmarking is most useful when an organisation:

A. Copies another organisation without considering context

B. Uses comparisons to identify gaps and investigate better practices

C. Measures only internal financial performance

D. Avoids setting its own standards

Correct Answer: B. Uses comparisons to identify gaps and investigate better practices

Question 8

In Total Quality Management, responsibility for quality belongs primarily to:

A. The inspection department alone

B. Senior executives alone

C. The entire organisation, with customer needs as a focus

D. External auditors only

Correct Answer: C. The entire organisation, with customer needs as a focus

Question 9

Which is an ethical risk of poorly designed performance targets?

A. Improved communication

B. More reliable data automatically
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C. Employees manipulating results or behaving unsafely to meet targets

D. Greater clarity of responsibility

Correct Answer: C. Employees manipulating results or behaving unsafely to meet targets

Question 10

The 'Act' stage of the Plan-Do-Check-Act cycle involves:

A. Defining the original problem only

B. Testing a proposed change without measuring it

C. Standardising a successful change or modifying the approach

D. Preparing a financial statement

Correct Answer: C. Standardising a successful change or modifying the approach
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Chapter 13 Change, Innovation and Crisis Management

Chapter 13: Change, Innovation and Crisis Management

1. Introduction

Organisations operate in environments characterised by technological development, changing customer expectations,

global competition, regulation, economic uncertainty and unexpected disruption. Consequently, the ability to manage

change, encourage innovation and respond effectively to crises is a central management competence. An

organisation that cannot adapt may lose customers, talent, financial strength and legitimacy. However, change is not

automatically beneficial. Poorly designed or poorly communicated change can create confusion, resistance, stress and

operational failure.

Change management concerns the planned and systematic transition of individuals, teams and organisations from a

current state to a desired future state. Innovation is the process of developing and implementing new or improved

products, services, processes, business models or management practices that create value. Crisis management is the

preparation for, response to and recovery from events that threaten people, operations, finances, reputation or

organisational survival. These areas are closely connected: innovation often creates change, change may create new

risks, and crisis experience can stimulate organisational learning and innovation.

2. Learning Objectives

By the end of this chapter, students should be able to:

1. Explain the concepts of organisational change, innovation, crisis management and organisational learning.

2. Apply Lewin?s change model, Kotter?s process and force-field analysis.

3. Diagnose sources of resistance and select suitable management responses.

4. Design approaches for innovation, continuity planning and crisis response.

5. Evaluate the role of communication, leadership, culture and technology in uncertain environments.

6. Identify ethical, governance and sustainability issues in managing change and crises.

3. Meaning and Concept

Organisational change is any significant alteration in strategy, structure, technology, processes, culture, staffing or

relationships with stakeholders. Change may be incremental, such as improving a customer-service procedure, or

transformational, such as replacing a traditional business model with a digital platform. It may be planned by

management or emergent, developing in response to external events.

Innovation differs from invention. An invention is a new idea or device; innovation occurs when an idea is successfully

applied and creates useful value. Product innovation introduces a new or improved product. Process innovation

improves how work is performed. Business-model innovation changes how an organisation creates, delivers and

captures value. Social innovation applies new approaches to social problems.

A crisis is a serious and often unexpected event that threatens an organisation?s key objectives and requires urgent

decisions under conditions of uncertainty. Examples include cyberattacks, industrial accidents, product contamination,

financial collapse, natural disasters and public-relations emergencies. A crisis is not merely an inconvenience. It can
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exceed normal procedures and demand coordination across functions and external agencies.

Business continuity is the capability to maintain or rapidly restore essential operations after disruption. Crisis

management focuses on immediate protection, response and recovery, while continuity management emphasises the

resilience of critical processes before, during and after disruption.

4. Fundamental Principles

Several principles guide effective management of change, innovation and crises.

First, purpose must be clear. Employees are more likely to support change when they understand the problem, the

desired outcome and the consequences of inaction. Second, people must be treated as participants rather than

passive recipients. Consultation improves the quality of decisions and increases ownership. Third, evidence and

learning should guide action. Managers should use data, experiments, feedback and post-event reviews rather than

relying solely on assumptions.

Fourth, communication must be timely, honest, consistent and two-way. Silence creates rumours, while exaggerated

promises damage trust. Fifth, leaders must align systems with desired behaviour. Training, rewards, structures,

technology and performance measures should support the change. Sixth, organisations should prepare for uncertainty

through scenarios, flexible resources and delegated decision authority.

Finally, safety, legality, fairness and stakeholder welfare must not be sacrificed for speed or short-term financial

results. Effective management combines commercial objectives with ethical responsibility.

5. Major Components / Elements

Leadership and sponsorship

Senior leaders provide direction, resources and legitimacy. Middle managers translate broad objectives into

operational action and identify practical difficulties. Change fails when leaders announce a programme but do not

model the required behaviour.

Organisational culture

Culture consists of shared assumptions, values and patterns of behaviour. A culture that tolerates learning,

responsible experimentation and constructive challenge supports innovation. A culture based on blame and excessive

hierarchy encourages concealment and resistance.

Stakeholders

Employees, customers, suppliers, investors, regulators, communities and emergency services may be affected by

change or crisis. Stakeholder analysis identifies their interests, influence, concerns and communication needs.

Resources and capabilities

Successful implementation requires funding, skills, time, information, technology and managerial attention. Innovation

also requires the ability to test ideas and scale successful initiatives.

Communication and participation

Communication should explain the rationale, expected effects, timetable, responsibilities and support available.

Participation may include workshops, pilot projects, employee representatives and customer testing.
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Risk, continuity and recovery

Managers must identify threats, assess their probability and impact, establish controls and prepare recovery priorities.

Critical activities should have alternatives, such as backup suppliers, duplicate data, cross-trained staff and alternative

facilities.

Measurement and learning

Indicators may include adoption rates, service quality, productivity, innovation revenue, employee engagement,

recovery time and customer trust. Measurement should encourage learning rather than merely assign blame.

6. Process / Framework / Methodology

A practical change and innovation methodology includes the following stages.

Diagnosis: Define the problem, examine internal and external forces, collect evidence and establish a baseline.

Managers should distinguish symptoms from root causes.

Vision and objectives: Describe the desired future state and set measurable objectives. Objectives should be realistic,

time-bound and linked to organisational strategy.

Stakeholder and impact analysis: Identify who will gain, lose, decide, implement or be affected. Assess capability

gaps, cultural implications and likely resistance.

Design and prioritisation: Develop alternatives, assess cost and risk, and select a feasible approach. For innovation,

generate ideas through research, customer insight and cross-functional collaboration.

Pilot and experimentation: Test the proposed solution on a limited scale. A pilot reduces risk and creates evidence, but

it must be designed carefully so that lessons are transferable.

Implementation: Provide resources, training, communication and support. Establish responsibilities, decision rights

and escalation procedures.

Reinforcement: Integrate the new approach into policies, job descriptions, rewards, budgets and information systems.

Recognise progress and address non-compliance fairly.

Evaluation and learning: Compare outcomes with objectives, gather feedback and revise the approach. A review

should ask not only what went wrong, but also what enabled success and how future capability can improve.

For crises, the methodology is adapted to include detection, activation of the crisis team, immediate protection of

people and assets, communication, continuity of essential services, recovery and post-crisis learning.

7. Important Theories and Models

Lewin?s three-stage model

Kurt Lewin proposed three stages. Unfreezing prepares people to leave existing practices. Managers create

awareness of the need for change, challenge assumptions and build readiness. Changing involves learning and

adopting new behaviours, systems or structures. Employees need guidance, resources and opportunities to practise.

Refreezing stabilises the new state through procedures, culture, rewards and performance systems.

The model is useful because it highlights readiness and reinforcement. Its limitation is that modern organisations often

experience continuous change, making a permanent refrozen state unrealistic. It is therefore best understood as a

logical sequence rather than a rigid timetable.
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Kotter?s eight-step process

John Kotter?s model identifies eight activities: create urgency; build a guiding coalition; develop a strategic vision and

initiatives; communicate the vision; empower broad-based action; generate short-term wins; sustain acceleration; and

anchor new approaches in the culture.

The model emphasises leadership, communication, momentum and institutionalisation. For example, a hospital

introducing electronic records may create urgency through evidence of errors, form a coalition of clinicians and

administrators, pilot the system, celebrate improvements and incorporate digital competence into recruitment and

appraisal. The model can become bureaucratic if treated as a checklist, and its stages may overlap in practice.

Force-field analysis

Force-field analysis examines forces supporting and opposing a proposed change. Driving forces may include

customer demand, cost pressure, regulation, executive sponsorship and new technology. Restraining forces may

include fear of job loss, inadequate skills, poor infrastructure, conflicting incentives and union concerns.

Managers can strengthen driving forces, but reducing restraining forces is often more effective. For example, instead

of pressuring employees to use new software, management may provide training, simplify the system, allow a

transition period and involve users in design. A simple force-field table can rate each force by its likely strength and

identify actions to alter the balance.

Resistance-management approaches

Resistance may be active or passive, individual or collective, rational or emotional. It may result from

misunderstanding, loss of status, lack of trust, workload pressure, habit or genuine concerns about feasibility. Suitable

responses include education and communication, participation, facilitation and support, negotiation, coaching and,

only where justified and lawful, formal direction. Manipulation and coercion may produce short-term compliance but

normally damage trust and future cooperation.

Diffusion of innovation

Everett Rogers argued that adoption occurs through innovators, early adopters, early majority, late majority and

laggards. Adoption is influenced by perceived relative advantage, compatibility, complexity, trialability and

observability. Managers should therefore demonstrate practical benefits, make innovation easy to test and provide

credible examples.

Organisational learning

Single-loop learning corrects errors without questioning underlying assumptions. Double-loop learning examines

whether the governing policies and assumptions are appropriate. A company that merely repairs delayed deliveries

uses single-loop learning; a company that questions its entire distribution model demonstrates double-loop learning.

8. Practical Applications

A retail business moving from physical stores to an omnichannel model must redesign inventory, marketing, fulfilment

and customer service. Change leaders should involve store employees, pilot click-and-collect services, train staff in

digital tools and measure both online and physical customer experience.

A manufacturing organisation introducing automation should assess job redesign, safety, skills and workforce

concerns. Automation may eliminate some tasks while creating maintenance, programming and quality roles. A
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responsible approach includes consultation, retraining and fair transition arrangements.

A university implementing a learning-management system should map academic and administrative processes,

provide accessible training, protect student data and maintain alternative support during the transition.

Innovation can be managed through idea platforms, design-thinking workshops, customer observation,

cross-functional teams, research partnerships and controlled experiments. However, a large number of ideas is not

itself evidence of innovation. The organisation must select, fund, implement and evaluate valuable ideas.

9. Examples

A food manufacturer may discover contamination in one product line. Immediate action includes stopping distribution,

protecting consumers, notifying regulators, tracing batches and providing accurate public information. Longer-term

action includes root-cause analysis, supplier review, quality redesign and restoration of trust.

A bank experiencing a cyberattack may activate its incident-response plan, isolate affected systems, preserve

evidence, communicate with customers, provide alternative transaction channels and restore services from secure

backups. It must also comply with data-protection requirements and investigate how controls failed.

A small enterprise facing a sudden loss of its main supplier can use dual sourcing, safety stock, substitute materials

and transparent customer communication. This demonstrates that continuity planning is relevant to organisations of

every size.

10. Technology and Digital Applications

Digital technology supports change through collaboration platforms, workflow automation, data analytics, artificial

intelligence, simulation and digital training. Project dashboards can track milestones, risks and adoption. Customer

analytics can identify changing needs, while rapid-prototyping tools allow inexpensive testing.

Technology also creates new risks. Cybersecurity, privacy breaches, algorithmic bias, system dependence and

inaccurate data can undermine trust and continuity. Artificial intelligence should therefore be subject to human

oversight, documented controls, testing, access management and clear accountability. Cloud services and remote

work improve flexibility, but continuity plans must address outages, vendor dependence and secure identity

management.

11. Strategic / Managerial Importance

Change capability can create competitive advantage because it enables organisations to respond faster than

competitors. Innovation may reduce cost, improve quality, open new markets or strengthen sustainability. Crisis

capability protects people, cash flow, reputation and stakeholder confidence.

At the strategic level, managers must balance exploitation of existing capabilities with exploration of new possibilities.

Excessive exploitation creates rigidity; excessive experimentation wastes resources. Portfolio management, scenario

planning and strategic risk management help maintain this balance.

12. Detailed Case Study

The following is a fictional illustrative case.

Background
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HarbourCare, a medium-sized home-care provider, served older clients through scheduled visits and paper-based

records. Competitors began using digital scheduling and remote monitoring. HarbourCare?s board approved a digital

care platform to improve coordination and provide families with timely updates.

Problem

The first implementation failed. Care workers received little training, the system was difficult to use, and managers

imposed deadlines without consultation. Employees recorded information late or continued using paper notes. Some

feared that monitoring technology would be used for surveillance. Families complained about inaccurate visit times,

while a software outage disrupted scheduling.

Analysis

A force-field analysis identified strong driving forces: regulatory expectations, customer demand and inefficient

scheduling. Restraining forces included limited digital skills, poor system design, workload pressure, privacy concerns

and weak leadership communication. The organisation had treated technology as the change rather than considering

work design, trust and capability.

Strategy / Solution

A new guiding coalition included care workers, clients, family representatives, IT staff and managers. The organisation

conducted workflow research and redesigned the platform with user input. It introduced a pilot in one region, provided

paid training and peer support, and retained a safe paper fallback during the transition. Privacy rules were explained

clearly, access rights were limited and an independent complaint process was established. Weekly feedback meetings

identified defects, while short-term wins included reduced scheduling errors and faster family notifications.

Business-continuity procedures covered outages, including offline access and telephone escalation.

Outcome

After six months, adoption increased substantially, scheduling errors declined and employee confidence improved.

The organisation did not eliminate all resistance, but it converted many concerns into design improvements. A

post-implementation review identified the need for continuing training and annual privacy audits.

Learning Points

The case shows that technology projects are also people and process projects. Participation, training, ethical

safeguards, pilots, fallback arrangements and visible leadership are essential. Short-term compliance is less valuable

than sustainable capability and trust.

13. Advantages / Benefits

Effective change management improves implementation success, employee commitment, service quality and

resource utilisation. Innovation can produce revenue growth, productivity, resilience and social value. Crisis

management reduces harm, clarifies responsibilities, shortens recovery time and protects reputation. Organisational

learning prevents repeated mistakes and strengthens future decision-making.

14. Limitations / Challenges

Change programmes may be expensive, disruptive and difficult to measure. Managers may underestimate cultural

barriers, consultation time or training requirements. Innovation involves uncertainty, and many experiments fail. Crisis
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decisions are made with incomplete information and may involve conflicting stakeholder interests. Resistance can

delay implementation, while excessive change creates fatigue. Models such as Lewin and Kotter provide useful

guidance but cannot replace judgement, context analysis and adaptive leadership.

15. Ethical and Governance Considerations

Managers must communicate truthfully, protect confidential information and avoid misleading stakeholders during

crises. Decisions about restructuring should consider fairness, dignity, consultation and reasonable support for

affected employees. Digital innovation requires privacy protection, cybersecurity, accessibility and non-discrimination.

Boards should define risk appetite, monitor continuity capability and ensure that crisis authority is clear. Records of

significant decisions should be maintained for accountability and learning.

16. Current and Emerging Trends

Important trends include hybrid work, artificial intelligence, automation, platform business models, climate-related

disruption, supply-chain regionalisation, cyber resilience and stakeholder demands for sustainability. Organisations

increasingly use scenario planning, real-time dashboards and distributed decision-making. Employees also expect

meaningful participation, flexibility and ethical treatment. These trends increase the need for continuous learning

rather than occasional change projects.

17. Best Practices

Best practice involves linking change to strategy; diagnosing before acting; engaging affected stakeholders;

communicating consistently; piloting where possible; providing training and support; removing practical barriers;

measuring adoption and outcomes; protecting data and safety; preparing continuity alternatives; empowering informed

local decisions; and conducting honest post-implementation or post-crisis reviews. Leaders should model curiosity,

accountability and respect.

18. Future Scope

Future managers will need to combine human judgement with advanced analytics and artificial intelligence.

Workforces may be organised around flexible ecosystems rather than fixed departments. Climate adaptation and

geopolitical uncertainty will make resilience a strategic capability. Successful organisations will develop cultures in

which experimentation is disciplined, learning is continuous and ethical responsibility is integrated into innovation.

19. Chapter Summary

Change is the movement from an existing condition to a desired future state, innovation is the practical creation of

value from new ideas, and crisis management protects the organisation during severe disruption. Lewin explains

readiness, transition and reinforcement; Kotter emphasises urgency, coalition, communication and institutionalisation;

force-field analysis identifies supporting and restraining forces. Effective practice requires leadership, participation,

communication, capability development, experimentation, continuity planning and learning. Technology can improve

agility but also introduces privacy, cybersecurity and governance risks. Ethical and resilient organisations prepare for

uncertainty while treating people and stakeholders responsibly.

20. Key Terms

1. Organisational change: A significant alteration in organisational strategy, structure, technology, processes or

culture.



ISBM DIGITAL LIBRARY  |  EDUCATIONAL RESOURCE 165

2. Innovation: The successful application of a new or improved idea that creates value.

3. Crisis: A serious event threatening organisational objectives and requiring urgent action.

4. Business continuity: The ability to maintain or restore essential operations after disruption.

5. Organisational resilience: The capacity to absorb shocks, adapt and recover.

6. Unfreezing: Preparing people to question and leave existing practices.

7. Refreezing: Embedding new practices so they become stable and normal.

8. Guiding coalition: A group with sufficient influence to lead change.

9. Force-field analysis: Assessment of forces supporting and opposing change.

10. Resistance: Behaviour or attitudes that delay, oppose or undermine change.

11. Pilot: A limited trial used to test an approach before wider implementation.

12. Stakeholder: A person or group affected by or able to influence an organisation.

13. Single-loop learning: Correcting errors without questioning underlying assumptions.

14. Double-loop learning: Revising the assumptions or policies that produced an error.

15. Scenario planning: Exploring alternative possible futures to improve preparedness.

16. Crisis communication: Timely communication during a disruptive event.

17. Business impact analysis: Assessment of how disruption affects critical activities.

18. Change fatigue: Reduced energy or commitment caused by excessive change.

21. Review Questions

Short Answer Questions

1. Define organisational change and distinguish it from innovation.

2. What are the three stages of Lewin?s change model?

3. Explain the purpose of force-field analysis.

4. What is business continuity?

5. Why is organisational learning important after a crisis?

Long Answer Questions

1. Explain Kotter?s eight-step change process and evaluate its usefulness.

2. Discuss the causes of resistance to change and appropriate management responses.

3. Explain how leadership, culture and communication influence innovation.

4. Describe the main components of an effective crisis-management system.

5. Discuss the ethical and governance issues associated with digital change.

Analytical / Application Questions
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1. A company is introducing automation while employees fear job losses. Use force-field analysis to identify the main

forces and recommend a change strategy.

2. A retailer suffers a ransomware attack during its busiest season. Design an immediate crisis-response and

business-continuity plan.

3. A public-service organisation has launched an expensive digital system that staff rarely use. Diagnose the failure

using Lewin?s model and propose corrective actions.

22. Multiple Choice Questions with Answers

Question 1

Which activity best represents the unfreezing stage in Lewin?s model?

A. Embedding new procedures in performance appraisal

B. Creating awareness of the need for change

C. Auditing the completed project

D. Closing the change team

Correct Answer: B. Creating awareness of the need for change

Question 2

In force-field analysis, which action usually addresses resistance most constructively?

A. Ignoring restraining forces

B. Increasing pressure on employees

C. Reducing practical barriers through training and participation

D. Cancelling all performance measures

Correct Answer: C. Reducing practical barriers through training and participation

Question 3

Which Kotter step helps provide legitimacy and coordinated leadership for change?

A. Building a guiding coalition

B. Eliminating short-term wins

C. Avoiding communication

D. Returning to old procedures

Correct Answer: A. Building a guiding coalition

Question 4

What distinguishes innovation from invention?

A. Innovation always involves advanced technology
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B. Innovation is the successful application of an idea that creates value

C. Innovation is limited to scientific research

D. Innovation never involves existing products

Correct Answer: B. Innovation is the successful application of an idea that creates value

Question 5

Which is the best example of business continuity planning?

A. Developing alternative suppliers for a critical input

B. Changing the company logo

C. Increasing advertising expenditure

D. Removing backup systems

Correct Answer: A. Developing alternative suppliers for a critical input

Question 6

Double-loop learning occurs when an organisation:

A. Corrects an error without examining its assumptions

B. Repeats an existing procedure more quickly

C. Questions and changes the policies or assumptions causing the error

D. Avoids reviewing performance

Correct Answer: C. Questions and changes the policies or assumptions causing the error

Question 7

During a crisis, communication should primarily be:

A. Delayed until every detail is known

B. Timely, accurate, consistent and appropriate to stakeholders

C. Restricted to promotional messages

D. Delegated entirely to external commentators

Correct Answer: B. Timely, accurate, consistent and appropriate to stakeholders

Question 8

Which response is most likely to create sustainable adoption of new technology?

A. Punishment before training

B. User participation, piloting, training and support

C. Removing all fallback procedures immediately

D. Announcing the technology without explaining its purpose
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Correct Answer: B. User participation, piloting, training and support

Question 9

A major ethical concern in using artificial intelligence for management decisions is:

A. The existence of data backups

B. Algorithmic bias and lack of accountability

C. The use of employee training

D. Improved access controls

Correct Answer: B. Algorithmic bias and lack of accountability

Question 10

What is the main purpose of a post-crisis review?

A. To assign blame without examining systems

B. To conceal weaknesses from stakeholders

C. To identify lessons and strengthen future capability

D. To discontinue all innovation

Correct Answer: C. To identify lessons and strengthen future capability
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Chapter 14 Digital Management, AI and the Future of Work

Chapter 14: Digital Management, AI and the Future of Work

1. Introduction

Digital technologies have changed how organisations create value, coordinate activities, serve customers and manage

employees. Digital management is not simply the purchase of computers or the use of social media. It is the deliberate

integration of digital technologies, information, people, processes and organisational strategy. It requires managers to

understand how data is produced, how technology changes work, how decisions can be improved through analytics

and how innovation can be governed responsibly.

Artificial intelligence (AI), automation, cloud computing, digital platforms and remote-working systems are increasingly

present in organisations of every size. A small business may use a cloud accounting system and an online

marketplace, while a large organisation may use predictive analytics, robotic process automation and AI-supported

recruitment. These technologies can improve speed, quality and flexibility, but they can also create risks involving

privacy, cybersecurity, exclusion, algorithmic bias and job displacement.

The future of work will therefore depend not only on technological capability but also on managerial judgement.

Effective managers must connect digital investments with organisational objectives, redesign jobs thoughtfully,

develop employee capabilities and establish ethical controls. Digital transformation is ultimately a management and

organisational change challenge, not merely an information-technology project.

2. Learning Objectives

By the end of this chapter, students should be able to:

1. Explain digital management, digital transformation, AI, automation and the future of work.

2. Distinguish between management information systems, decision-support systems and business analytics.

3. Evaluate digital platforms, remote-work practices and technology-enabled collaboration.

4. Apply a structured framework for planning and managing digital transformation.

5. Analyse the benefits and limitations of automation and AI in organisations.

6. Identify cybersecurity, privacy, algorithmic-bias and governance risks.

7. Explain how technology changes job design, skills and managerial responsibilities.

8. Recommend responsible and strategically appropriate digital-management practices.

3. Meaning and Concept

Digital management is the planning, organising, leading and controlling of organisational resources through the

effective use of digital technologies and data. It includes the management of digital operations, information systems,

virtual teams, technology projects, digital customer relationships and technology-related risks.

Digital transformation is the significant organisational change created by the adoption and integration of digital

technologies. It may involve replacing paper processes, developing online services, redesigning supply chains or

changing the organisation?s business model. Digitisation refers to converting analogue information into digital form,
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such as scanning paper records. Digitalisation refers to using digital technology to improve an existing process, such

as using an online approval workflow. Digital transformation is broader: it changes processes, structures, capabilities

and sometimes the entire basis of competition.

Artificial intelligence is the capability of computer systems to perform tasks associated with human intelligence,

including recognising patterns, interpreting language, making predictions and generating content. Machine learning is

a major approach to AI in which systems identify patterns from data rather than relying solely on explicit rules.

Generative AI produces new text, images, code, audio or other content in response to instructions.

Automation is the use of technology to perform tasks with limited human intervention. It may be rule-based, such as

automatically sending an invoice, or intelligent, such as using machine learning to classify customer complaints.

Automation does not always eliminate a whole job. More commonly, it changes the combination of tasks within a job

and increases the importance of judgement, communication and problem-solving.

The future of work refers to changing patterns of employment, work organisation, skills, technology and workplace

relationships. It includes remote and hybrid work, platform work, flexible employment, human-machine collaboration

and continuous reskilling.

4. Fundamental Principles

Strategic alignment

Technology should support organisational purpose and measurable objectives. A firm should not adopt AI merely

because competitors are doing so. Managers should first identify the business problem, the expected value and the

risks.

Human-centred design

Digital systems should be designed around the needs, capabilities and rights of users. Employees and customers

should be consulted, accessibility should be considered and systems should not make work unnecessarily confusing

or intrusive.

Data quality and evidence

The quality of decisions depends on the quality of data. Data should be accurate, relevant, timely, complete and

appropriately structured. Managers must also understand that data reflects the processes and assumptions through

which it was collected.

Security and resilience

Digital systems must be protected against unauthorised access, disruption, manipulation and loss. Resilience also

requires backup arrangements, recovery plans and the ability to continue critical operations during an outage.

Accountability and transparency

A person or group must be responsible for each important digital system. Users should understand, at an appropriate

level, how decisions are made and how they can challenge errors.

Inclusion and fairness
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Digital transformation should benefit diverse users and should not systematically disadvantage people because of

gender, ethnicity, disability, age, socioeconomic status or other characteristics. Accessibility and fairness must be

considered from the design stage.

Continuous learning

Technology and work practices change rapidly. Organisations must provide training, experimentation and

opportunities for employees to acquire new skills. Learning is a continuing managerial responsibility rather than a

one-time project.

5. Major Components / Elements

Digital infrastructure

Infrastructure includes devices, networks, servers, databases, cloud services and cybersecurity controls. Cloud

computing allows organisations to access computing resources and software through the internet rather than owning

all physical equipment. It can increase flexibility and reduce capital expenditure, but it also creates dependency on

service providers and connectivity.

Data and information resources

Data may concern customers, employees, transactions, assets, suppliers or market conditions. Data governance

establishes rules for ownership, quality, access, retention, security and responsible use. Information is processed data

that is meaningful for a decision or activity.

Management information systems

A management information system (MIS) collects, processes, stores and distributes information to support

organisational operations and management. Transaction-processing systems record routine activities such as sales

and payroll. Management reporting systems produce regular summaries. Decision-support systems assist with

analysis of semi-structured problems. Executive information systems present selected indicators to senior managers.

Digital platforms

A digital platform connects different groups, such as buyers and sellers, drivers and passengers, or creators and

audiences. Platforms create value through interaction and network effects: the service may become more valuable as

more participants join. However, platform organisations must manage trust, quality, pricing, data ownership and the

interests of different user groups.

People and digital capabilities

Digital capability includes technical skills, data literacy, communication, critical thinking, adaptability and ethical

judgement. Managers require sufficient understanding to question technical recommendations and to connect digital

initiatives with business performance.

Processes and governance

Technology must be integrated into workflows, policies, decision rights and performance systems. Governance

defines who may approve systems, access data, monitor performance and respond to incidents.
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6. Process / Framework / Methodology

A practical digital-transformation process can be organised into eight stages.

Stage 1: Diagnose the organisation. Managers assess current processes, customer expectations, systems, skills,

costs and risks. Process mapping can reveal duplication, delays and unnecessary manual work.

Stage 2: Define the business problem. The organisation should state the problem in operational terms, such as

reducing order errors, improving response time or increasing access to a service. A technology solution should not be

selected before the problem is understood.

Stage 3: Establish objectives and measures. Objectives should be specific and linked to indicators such as processing

time, customer satisfaction, productivity, error rates, revenue or employee experience. Both benefits and risks should

be measured.

Stage 4: Assess data and feasibility. Managers examine whether suitable data exists, whether it is lawful to use,

whether systems can integrate and whether employees have the required skills. Cost, suppliers, infrastructure and

cybersecurity should be assessed.

Stage 5: Design with stakeholders. Employees, customers, technical specialists and affected communities should

contribute to system design. Prototypes and user testing can identify problems before full implementation.

Stage 6: Pilot and evaluate. A limited pilot allows the organisation to test technical performance, usability, fairness and

financial assumptions. The pilot should include clear success criteria and a method for reporting unexpected effects.

Stage 7: Implement and manage change. Implementation requires communication, training, revised procedures,

support and leadership. Employees are more likely to adopt a system when they understand its purpose and can

influence how it affects their work.

Stage 8: Monitor, improve and govern. After launch, managers monitor performance, security, user feedback,

unintended consequences and changing regulations. Digital systems require continuing maintenance and periodic

review.

7. Important Theories and Models

Technology-organisation-environment framework

The technology-organisation-environment framework explains technology adoption through three dimensions. The

technology dimension concerns availability, compatibility, complexity and relative advantage. The organisation

dimension includes leadership support, resources, culture and employee capability. The environment dimension

includes competition, regulation, suppliers and customer expectations. A technically attractive system may fail if

organisational readiness is weak or the external environment is unsuitable.

Technology Acceptance Model

The Technology Acceptance Model proposes that perceived usefulness and perceived ease of use influence attitudes

and intentions to use a system. In practice, employees are more likely to adopt a digital tool when it helps them

perform meaningful work and is not unnecessarily difficult to operate. Training, trust and managerial support also

influence acceptance.

Diffusion of innovations
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Diffusion theory describes how innovations spread among members of a social system. People may be innovators,

early adopters, early majority, late majority or laggards. Managers can use respected early adopters as champions,

demonstrate observable benefits and reduce perceived complexity.

Socio-technical systems theory

Socio-technical theory argues that organisational performance depends on jointly designing social and technical

elements. A new software system cannot compensate for unclear responsibilities, poor communication or unsuitable

incentives. Technical efficiency should be balanced with employee autonomy, cooperation and wellbeing.

Task-based view of automation

The task-based view distinguishes between tasks within jobs rather than treating jobs as indivisible units. Technology

may substitute for routine tasks, complement professional judgement or create new tasks such as system monitoring

and data interpretation. This model supports job redesign and reskilling rather than assuming that automation always

means complete job elimination.

Data-information-knowledge-wisdom hierarchy

This hierarchy distinguishes raw data from interpreted information, applied knowledge and informed judgement. Large

quantities of data do not automatically create wisdom. Managers must add context, experience, values and critical

evaluation.

8. Practical Applications

Digital management can improve customer relationship management through integrated records, automated

communication and analysis of customer behaviour. In operations, sensors and analytics can support predictive

maintenance by identifying signs of equipment failure before a breakdown. In human-resource management, digital

learning systems can recommend training, while workforce analytics can identify staffing patterns. In finance,

automated reconciliation and anomaly detection can reduce errors and fraud.

Remote and hybrid work require managers to redesign coordination rather than simply transfer office routines online.

Clear objectives, appropriate communication channels, agreed availability, documented decisions and outcome-based

performance measures are important. Excessive digital monitoring may undermine trust and encourage unhealthy

work intensity. Managers should distinguish legitimate performance information from intrusive surveillance.

Digital platforms can expand market access and reduce transaction costs. A small producer may sell through an online

marketplace without building its own global distribution network. However, platform dependence can expose the

producer to changing fees, ranking algorithms and contractual conditions.

9. Examples

A retail chain may use point-of-sale data to forecast demand. If forecasts are accurate, stores can reduce stockouts

and waste. However, managers must account for unusual events, promotions and data limitations rather than treating

the forecast as certain.

A logistics company may use route-optimisation software. The system can reduce fuel use, but drivers may know

about road closures, safety risks or customer circumstances that are not included in the data. A responsible system

therefore combines algorithmic recommendations with human discretion.
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A college may introduce an AI tutor to provide immediate feedback. The tutor can support learning outside classroom

hours, but it should not replace academic judgement. Students need to know when content is AI-generated, how their

data is used and how to obtain human assistance.

10. Technology and Digital Applications

Relevant technologies include cloud computing, mobile applications, collaboration platforms, enterprise resource

planning systems, customer relationship management systems, robotic process automation, machine learning,

generative AI, Internet of Things sensors, dashboards, data warehouses and cybersecurity tools.

Business intelligence dashboards convert data into visual reports and indicators. They are useful when indicators are

clearly defined and linked to decisions. A dashboard can also mislead when managers focus on easily measured

outputs while ignoring service quality, employee wellbeing or long-term capability.

Generative AI can draft documents, summarise information, support coding and provide ideas. It may produce

inaccurate, biased or fabricated content, so outputs require human verification. Confidential information should not be

entered into an AI service unless the organisation has approved appropriate protections.

11. Strategic / Managerial Importance

Digital capability can create competitive advantage through lower costs, superior customer experience, faster

innovation, better decisions and greater organisational agility. It can also improve strategic visibility by allowing

managers to analyse operations in near real time.

Digital management affects every managerial function. Planning uses forecasts and scenarios. Organising requires

new roles, workflows and decision rights. Leading involves building trust, communicating change and supporting

learning. Controlling uses data, performance indicators and risk monitoring. Managers must therefore become

translators between business needs, technical specialists and affected employees.

Strategic value does not arise automatically from owning advanced technology. It depends on complementary

resources: capable people, reliable processes, useful data, leadership commitment and a culture that supports

responsible experimentation.

12. Detailed Case Study

The following case is fictional and illustrative.

Background

BrightHome Supplies is a medium-sized distributor of household products with 180 employees. It receives orders

through telephone, email and a basic website. Staff manually re-enter order information into a warehouse system.

Senior managers believe that an integrated digital platform could improve customer service and reduce costs.

Problem

The company experiences frequent order-entry errors, delayed responses and excess inventory. The proposed

solution is an AI-enabled platform that predicts demand, recommends stock levels and automatically classifies

customer enquiries. Some employees fear job losses, while the sales director wants implementation within three

months.

Analysis
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An initial process review finds that many errors originate in inconsistent product codes and incomplete customer

information, not in the absence of AI. The data is fragmented and contains duplicates. The organisation also lacks a

formal privacy policy and has weak access controls. Warehouse employees possess valuable knowledge about

seasonal demand, but they were not consulted during initial planning.

A technology-organisation-environment analysis shows potential competitive benefit, but organisational readiness is

limited. The socio-technical analysis indicates that the platform should support employees rather than replace their

judgement. A risk assessment identifies privacy, cybersecurity, inaccurate forecasts, supplier dependence and

employee resistance.

Strategy / Solution

Management changes the programme from a rapid technology purchase to a staged transformation. First, it

standardises product codes, cleans customer records and defines data ownership. Second, it introduces role-based

access and multi-factor authentication. Third, employees from sales, warehousing, customer service and finance

participate in designing workflows.

The demand-forecasting tool is piloted for two product categories. Its recommendations are reviewed by inventory

specialists, and decisions are recorded so that forecast errors can be analysed. The enquiry-classification tool

suggests categories but does not send automatic responses for complaints or vulnerable customers. Employees

receive training in data literacy, system use and escalation procedures. New performance measures include order

accuracy, response time, stock availability, customer satisfaction and employee workload.

Outcome

After six months, order-entry errors fall, stock availability improves and customer-response time decreases. The

company does not eliminate customer-service positions. Instead, routine classification is automated and employees

spend more time resolving complex cases and maintaining customer relationships. Forecasts are useful in stable

periods but less reliable during unusual promotions, so managerial review remains mandatory.

Learning Points

The case demonstrates that digital transformation begins with process and data quality. It also shows that

implementation speed must be balanced against readiness, security and human consequences. AI should be treated

as a decision-support capability rather than an unquestionable authority. Employee participation, staged pilots and

measurable governance controls improve both adoption and results.

13. Advantages / Benefits

Digital management can produce the following benefits:

- faster access to accurate operational information;

- reduced administrative effort and transaction costs;

- improved forecasting, coordination and resource allocation;

- more personalised customer service;

- flexible remote and hybrid working arrangements;

- improved quality through automated checks;

- new products, services and business models;
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- wider market access through digital platforms;

- improved safety through remote monitoring and predictive maintenance; and

- opportunities for employees to perform more creative and analytical work.

These benefits depend on appropriate design and implementation. Technology may increase workload or create new

risks if systems are poorly integrated or if performance measures encourage undesirable behaviour.

14. Limitations / Challenges

Digital transformation can require substantial investment, specialised skills and continuing maintenance. Legacy

systems may be difficult to integrate. Employees may resist change because of fear, low confidence or previous

negative experiences. Digital systems can fail because of poor data, unreliable connectivity or unrealistic expectations.

Automation may displace particular tasks and create transitional unemployment. New roles may require skills that

existing employees have not had the opportunity to develop. Remote work can create isolation, communication

problems, unequal visibility and blurred boundaries between work and personal life.

AI systems may generate inaccurate outputs, reproduce historical discrimination or operate in ways users cannot

easily explain. Cyberattacks, ransomware, data breaches and supplier outages can interrupt operations. Platform

workers may experience insecure income and limited employment protection. Managers must therefore evaluate

social and organisational costs, not only financial returns.

15. Ethical and Governance Considerations

Privacy requires organisations to collect and use personal data for legitimate, clearly communicated purposes. Data

minimisation means collecting only what is reasonably necessary. Access should be limited according to role, and

information should not be retained indefinitely without justification.

Algorithmic bias can arise from unrepresentative data, biased historical decisions, inappropriate variables or unequal

error rates. For example, a recruitment model trained on past hiring decisions may reproduce a preference for

candidates from groups historically favoured by the organisation. Fairness testing should be performed before and

after deployment, and affected people should have a route to appeal.

Transparency does not always require publishing technical source code, but it does require meaningful information

about the system?s purpose, data use, major factors and limitations. High-impact decisions should include human

oversight and documented accountability.

Cybersecurity governance includes risk assessment, secure design, access control, encryption, staff awareness,

incident response and recovery testing. Employees should be trained to recognise phishing and social engineering.

Senior managers remain responsible for ensuring that cybersecurity is treated as a business risk rather than only a

technical concern.

Responsible AI governance should address validity, reliability, safety, fairness, privacy, explainability, accountability

and human control. Organisations should maintain an inventory of AI systems, classify systems according to risk,

approve acceptable uses and review performance throughout the system life cycle.

16. Current and Emerging Trends

Hybrid work is becoming a long-term organisational design issue rather than a temporary arrangement. Managers are

experimenting with flexible schedules, digital workspaces and outcome-based performance management.
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Generative AI is expanding rapidly across administration, marketing, education, software development and customer

service. The main managerial challenge is to identify appropriate human-AI division of labour while protecting

confidential information and verifying outputs.

Low-code and no-code tools allow non-specialists to create applications and automate workflows. They can increase

innovation but may produce uncontrolled systems, duplicated data and security weaknesses if governance is absent.

The Internet of Things, edge computing and digital twins are increasing the ability to monitor physical assets and

simulate operations. Sustainable digital management is also receiving attention because data centres, devices and

electronic waste have environmental costs.

Workforce analytics, digital credentials, immersive collaboration and autonomous systems may further change

recruitment, training and operations. Regulation concerning AI, privacy, platform work and cybersecurity is also

becoming more significant.

17. Best Practices

Managers should:

1. Begin with a clearly defined organisational problem and desired outcome.

2. Link every major technology investment to strategy and measurable value.

3. Involve users and affected stakeholders in design and testing.

4. Improve data quality before applying advanced analytics or AI.

5. Use pilots, independent evaluation and gradual scaling.

6. Establish clear ownership, access controls and audit trails.

7. Keep humans responsible for high-impact decisions.

8. Test systems for bias, security, reliability and accessibility.

9. Provide training, reskilling and realistic implementation support.

10. Measure employee wellbeing and customer outcomes as well as productivity.

11. Maintain contingency plans for outages, cyberattacks and supplier failure.

12. Review digital systems regularly as technology, risks and regulations change.

18. Future Scope

Future managers will increasingly work in environments where humans and intelligent systems collaborate. Routine

information processing is likely to become more automated, while demand grows for judgement, creativity, relationship

management, ethical reasoning and complex problem-solving. Managers will need data literacy without assuming that

all important knowledge can be quantified.

Organisations may become more modular, with work distributed across employees, contractors, platforms and AI

systems. This may create flexibility but will raise questions about accountability, worker protection and organisational

identity. Digital inclusion will remain important because unequal access to devices, connectivity and skills can widen

economic and social inequality.

The most valuable future capability may be responsible adaptability: the capacity to experiment with new technology

while protecting people, maintaining trust and learning from evidence.



ISBM DIGITAL LIBRARY  |  EDUCATIONAL RESOURCE 178

19. Chapter Summary

Digital management integrates technology, data, people, processes and strategy. Digital transformation is broader

than digitising records because it changes how organisations operate and create value. Management information

systems support operations and decisions, while analytics and AI identify patterns, make predictions and automate

selected tasks. Digital platforms and remote work offer flexibility and market opportunities but require careful

coordination and governance.

Successful transformation depends on strategic alignment, data quality, cybersecurity, user involvement,

organisational readiness and continuous learning. Automation should be analysed at the task level and accompanied

by job redesign and reskilling. Responsible management requires privacy protection, fairness testing, transparency,

human oversight and clear accountability. Technology creates significant benefits, but managerial judgement

determines whether those benefits are realised safely and sustainably.

20. Key Terms

1. Artificial intelligence (AI): Computer capability to perform tasks associated with human intelligence.

2. Automation: Use of technology to perform tasks with limited human intervention.

3. Algorithmic bias: Systematic unfairness produced or reinforced by an algorithm or its data.

4. Business analytics: Use of data, statistical methods and models to support decisions.

5. Cloud computing: On-demand access to computing resources through a network, usually the internet.

6. Cybersecurity: Protection of digital systems, networks and data from threats.

7. Data governance: Policies and responsibilities concerning data quality, access, use, security and retention.

8. Digital platform: A technology-enabled intermediary that connects two or more user groups.

9. Digital transformation: Organisational change created by integrated use of digital technologies.

10. Generative AI: AI that creates new content such as text, images, audio or code.

11. Internet of Things: Network of connected physical objects that collect and exchange data.

12. Machine learning: AI approach in which systems learn patterns from data.

13. Management information system: System that collects, processes and distributes information for organisational

management.

14. Network effect: Increase in a platform?s value as more users participate.

15. Predictive analytics: Analysis used to estimate likely future events or outcomes.

16. Remote work: Work performed away from the organisation?s conventional workplace using digital connectivity.

17. Robotic process automation: Software automation of repetitive, rule-based digital tasks.

18. Socio-technical system: A system in which social and technical elements are designed together.

21. Review Questions

Short Answer Questions

1. Define digital transformation and distinguish it from digitisation.
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2. What is the purpose of a management information system?

3. Explain two principles of responsible AI.

4. What is meant by the task-based view of automation?

5. Identify two management challenges associated with hybrid work.

Long Answer Questions

1. Explain the role of data quality, governance and cybersecurity in digital management.

2. Discuss how digital platforms create value and identify their principal risks.

3. Evaluate the benefits and limitations of AI-supported decision-making.

4. Describe the stages of a responsible digital-transformation process.

5. Explain how managers can redesign jobs and develop employee capabilities in response to automation.

Analytical / Application Questions

1. A bank plans to use AI to screen loan applications. Analyse the potential benefits, risks, fairness issues and

governance controls that should be considered before implementation.

2. A manufacturing business wants to introduce sensors and predictive-maintenance software, but employees distrust

management. Recommend an implementation approach using socio-technical principles.

3. An online retailer has rising sales but depends heavily on a dominant digital marketplace. Analyse the strategic

advantages and platform-dependence risks, and propose actions for management.

22. Multiple Choice Questions with Answers

Question 1

Which statement best distinguishes digital transformation from digitisation?

A. Digital transformation only involves purchasing newer computers.

B. Digital transformation changes organisational processes, capabilities or business models through integrated digital

use.

C. Digital transformation means converting paper records into electronic files.

D. Digital transformation is limited to social-media marketing.

Correct Answer: B. Digital transformation changes organisational processes, capabilities or business models through

integrated digital use.

Question 2

A manager wants to introduce an AI forecasting system, but the organisation?s sales data contains many duplicate

and incomplete records. What should be done first?

A. Deploy the system immediately to obtain results quickly.

B. Replace all sales employees with data scientists.
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C. Improve data quality and establish data governance before relying on forecasts.

D. Ignore the problem because machine learning automatically corrects all data errors.

Correct Answer: C. Improve data quality and establish data governance before relying on forecasts.

Question 3

Which practice best demonstrates responsible use of an AI system in a high-impact decision?

A. Allowing the system to make unreviewable decisions automatically.

B. Keeping the system?s purpose secret from affected individuals.

C. Providing human oversight, documenting accountability and allowing appeals.

D. Using historical decisions without testing them for bias.

Correct Answer: C. Providing human oversight, documenting accountability and allowing appeals.

Question 4

According to the task-based view of automation, automation most commonly does what?

A. Eliminates every task in an occupation at the same time.

B. Changes the mix of tasks by substituting for some and complementing others.

C. Makes managerial judgement unnecessary in all situations.

D. Affects only manufacturing jobs.

Correct Answer: B. Changes the mix of tasks by substituting for some and complementing others.

Question 5

Which measure is most appropriate for managing a hybrid team?

A. Evaluating employees solely by the number of hours they appear online.

B. Banning all remote communication.

C. Using clear objectives, agreed communication practices and outcome-based measures.

D. Requiring employees to respond instantly at all times.

Correct Answer: C. Using clear objectives, agreed communication practices and outcome-based measures.

Question 6

What is a major risk of relying on a digital platform for access to customers?

A. The organisation becomes completely independent of the platform owner.

B. The organisation may face changing fees, ranking rules or contractual conditions.

C. The platform eliminates the need for customer trust.

D. Network effects always reduce the platform?s value.

Correct Answer: B. The organisation may face changing fees, ranking rules or contractual conditions.
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Question 7

Which example best illustrates algorithmic bias?

A. A dashboard displays monthly sales totals.

B. A recruitment model reproduces historical preferences for a particular demographic group.

C. A company encrypts employee records.

D. A system automatically backs up data.

Correct Answer: B. A recruitment model reproduces historical preferences for a particular demographic group.

Question 8

What is the primary purpose of a pilot in digital transformation?

A. To avoid consulting users until after full implementation.

B. To test technical, organisational and risk assumptions on a limited scale.

C. To guarantee that the final system will have no defects.

D. To replace the need for performance measures.

Correct Answer: B. To test technical, organisational and risk assumptions on a limited scale.

Question 9

Which principle is most closely associated with socio-technical systems theory?

A. Technology should be designed independently of employees and work practices.

B. Social and technical elements should be designed together.

C. Only financial outcomes matter in system design.

D. Employees should never participate in implementation decisions.

Correct Answer: B. Social and technical elements should be designed together.

Question 10

Why is human verification important when using generative AI?

A. Generative AI always refuses to produce content.

B. Generative AI can produce inaccurate, biased or fabricated outputs.

C. Human verification prevents any need for cybersecurity.

D. Generative AI can only process numerical data.

Correct Answer: B. Generative AI can produce inaccurate, biased or fabricated outputs.
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Principles & Practice Of Management / Chapter 15

Chapter 15 Integrated Managerial Practice and Professional Development

Chapter 15: Integrated Managerial Practice and Professional Development

1. Introduction

Management is not a collection of unrelated activities. Planning, organizing, staffing, leading and controlling are

interdependent responsibilities that managers perform continuously. A plan has little value unless people, resources

and structures are organized to implement it. Similarly, effective staffing and leadership require clear objectives, while

control systems are necessary to determine whether plans are producing the desired results.

This chapter brings together the principal functions of management and places them in a practical professional

context. It focuses on the manager as a decision-maker, ethical actor, communicator, problem-solver and developer of

people. It also considers managerial reporting, employability skills and continuous professional development. These

capabilities are important because modern organizations operate in environments characterized by competition,

technological change, stakeholder pressure and ethical scrutiny.

Integrated managerial practice means viewing managerial work as a connected system rather than as separate topics.

Professional development means deliberately improving knowledge, skills, attitudes and behaviour throughout one's

career. Together, they enable managers to convert organizational objectives into responsible and measurable

performance.

2. Learning Objectives

After studying this chapter, students should be able to:

1. Explain the meaning and importance of integrated managerial practice.

2. Relate planning, organizing, staffing, leadership and control to one another.

3. Apply a structured framework to managerial problems and decisions.

4. Prepare clear, evidence-based managerial reports.

5. Demonstrate ethical judgement and awareness of governance responsibilities.

6. Identify employability skills required for effective management.

7. Design a practical continuous professional development plan.

8. Evaluate managerial actions through cases and workplace simulations.

3. Meaning and Concept

Integrated managerial practice is the coordinated application of management functions, knowledge and professional

behaviours to achieve organizational objectives. It involves understanding how a decision in one managerial area

affects other areas. For example, introducing a new customer service strategy may require revised staffing levels,

employee training, changes in work processes, new performance measures and additional financial controls.

Professional development is a continuing process through which an individual maintains and improves occupational

competence. It includes formal education, workplace experience, coaching, professional reading, reflection, feedback

and participation in professional networks. It is not limited to promotion. A competent employee develops both
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technical capabilities, such as budgeting and data analysis, and transferable capabilities, such as communication,

teamwork, adaptability and ethical reasoning.

An integrated manager therefore combines three forms of competence. Conceptual competence enables the manager

to understand the organization as a whole. Human competence supports effective relationships and teamwork.

Technical competence permits the manager to perform or supervise specialized activities. Successful performance

depends on balancing all three.

4. Fundamental Principles

4.1 Alignment with purpose

Managerial activities should support the organization's mission, objectives and stakeholder commitments. Decisions

should answer the question: how does this action contribute to legitimate organizational purpose?

4.2 Interdependence

The five management functions are connected. A change in objectives affects structures, roles, staffing requirements,

leadership behaviour and control measures.

4.3 Evidence-based judgement

Managers should use reliable information, relevant analysis and reasonable assumptions. Evidence does not

eliminate judgement, but it reduces avoidable bias and unsupported conclusions.

4.4 Accountability

Managers are responsible for decisions, resource use, employee treatment and results. Accountability requires clear

authority, documented decisions and transparent reporting.

4.5 Ethical responsibility

Profit and efficiency must be pursued within legal, social and moral boundaries. Managers should consider effects on

employees, customers, suppliers, communities and the environment.

4.6 Participation and respect

People are more likely to support decisions when they are consulted, treated fairly and given opportunities to

contribute. Participation must, however, be balanced with timely decision-making.

4.7 Learning and adaptability

A professional manager treats mistakes, feedback and changing conditions as sources of learning. Continuous

improvement is necessary because methods that were effective in one context may be unsuitable in another.

4.8 Results and sustainability

Performance should be assessed through both immediate results and long-term consequences. A decision that

achieves a short-term target by damaging trust, quality or employee wellbeing is not genuinely effective.

5. Major Components / Elements
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Planning

Planning establishes objectives and determines actions, resources, responsibilities, schedules and measures.

Strategic planning considers the long term and external environment; operational planning translates broad objectives

into daily activities.

Organizing

Organizing allocates work and resources and establishes relationships of authority and coordination. It includes job

design, departmentalization, delegation, communication channels and workflow design.

Staffing

Staffing involves workforce planning, recruitment, selection, induction, training, performance management, reward and

succession. It aims to place capable people in appropriate roles while promoting fairness and inclusion.

Leadership

Leadership influences people to work toward shared objectives. It includes communication, motivation,

decision-making, conflict management, coaching and the creation of a constructive organizational climate.

Control

Control compares actual performance with planned standards and initiates corrective action. Effective control is not

simply punishment or inspection; it is a feedback process that helps the organization learn and improve.

Reporting and communication

Managers communicate objectives, progress, risks and decisions through meetings, dashboards, written reports and

informal interaction. Reports should be accurate, relevant, concise and directed to the needs of their audience.

Professional development

Development identifies current capabilities, future requirements and actions to close gaps. It links personal aspirations

with organizational needs and professional standards.

6. Process / Framework / Methodology

A practical integrated management cycle can be used in most workplace situations.

Step 1: Clarify the purpose and problem. Define the desired result, identify the stakeholders and distinguish symptoms

from the underlying problem.

Step 2: Diagnose the situation. Collect relevant internal and external information. Tools such as SWOT analysis,

stakeholder mapping, process mapping and root-cause analysis can be useful. Managers should separate facts from

assumptions.

Step 3: Set objectives and criteria. Objectives should be specific, measurable, achievable, relevant and time-bound.

Criteria may include cost, quality, speed, risk, legal compliance, employee impact and customer value.

Step 4: Plan the response. Identify activities, resources, responsibilities, deadlines and performance indicators.

Contingency plans should address significant risks.
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Step 5: Organize and staff. Allocate duties, clarify authority, provide resources and ensure that people possess or can

acquire the required capabilities.

Step 6: Lead implementation. Explain the purpose, involve relevant employees, resolve resistance and maintain

communication. Leadership style should reflect the task, team capability and urgency.

Step 7: Monitor and control. Compare actual results with standards using timely information. Investigate significant

variances rather than reacting to every minor deviation.

Step 8: Report and communicate. Present findings, decisions, risks and recommendations in a form suitable for the

intended audience.

Step 9: Review and learn. Conduct a post-implementation review. Identify what worked, what failed, why it happened

and how future practice should change.

A managerial report commonly contains an executive summary, background, objectives, method, findings, analysis,

alternatives, recommendation, implementation plan, risks and conclusion. Good reports distinguish evidence from

interpretation and make the basis for recommendations visible.

7. Important Theories and Models

Henri Fayol's management functions-planning, organizing, commanding or leading, coordinating and

controlling-provide a foundation for integrated practice. Although organizations have changed, the underlying need to

coordinate work remains relevant.

Katz's skills approach identifies technical, human and conceptual skills. Technical skills are particularly important for

supervisors, human skills are essential at every level, and conceptual skills become increasingly important as

managerial responsibility expands.

Mintzberg's managerial roles explain that managers perform interpersonal roles, informational roles and decisional

roles. A manager may represent the organization, distribute information, negotiate with stakeholders and allocate

resources during the same working day.

The balanced scorecard translates strategy into measures across four perspectives: financial performance,

customers, internal processes, and learning and growth. It discourages managers from relying on financial results

alone.

The PDCA cycle-plan, do, check and act-supports continuous improvement. Managers plan an intervention,

implement it, examine results and standardize or revise the approach.

Situational leadership suggests that no single leadership style is always effective. The appropriate degree of direction

and support depends on employee competence, confidence, task complexity and context.

Kolb's experiential learning cycle describes learning through concrete experience, reflective observation, conceptual

understanding and active experimentation. It is especially useful for workplace simulations and professional

development.

SMART objectives and the GROW coaching model-goal, reality, options and way forward-are practical tools for

performance and development discussions.

8. Practical Applications

Integrated practice is visible in activities such as launching a product, improving service quality, managing a project,

reducing operating costs or responding to a compliance failure. Consider a retail branch seeking to reduce customer
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waiting time. Planning establishes a target and schedule. Organizing redesigns queues and responsibilities. Staffing

provides peak-period coverage and training. Leadership explains the need for change and motivates employees.

Control uses waiting-time data, customer feedback and quality measures to assess results.

Managers also apply integration in performance reviews. A performance problem may not result from employee effort

alone. The manager should examine whether objectives were clear, resources adequate, training sufficient, workload

reasonable and supervision appropriate. Corrective action may therefore include process redesign rather than merely

disciplining an individual.

In recruitment, integrated practice means linking workforce forecasts to organizational strategy, designing valid

selection criteria, ensuring equal opportunity, providing induction and evaluating whether recruitment improves

performance and retention.

9. Examples

A small logistics company plans to introduce route-planning software. Planning identifies expected savings and

service targets. Organizing assigns responsibility for implementation and data management. Staffing identifies training

requirements and appoints a project team. Leadership addresses employee concerns about surveillance or job loss.

Control compares delivery times, fuel costs, customer complaints and data accuracy before and after implementation.

A professional report then recommends continuation, modification or withdrawal of the system.

In another example, a hotel experiences falling guest satisfaction. A narrow response might blame front-desk staff. An

integrated diagnosis could reveal understaffing during peak periods, unclear escalation procedures, outdated booking

information and inadequate supervisory support. The solution would combine scheduling changes, training, clearer

authority, technology improvements and service-quality monitoring.

10. Technology and Digital Applications

Digital tools can strengthen integrated management when they support sound judgement rather than replace it.

Project-management platforms help assign tasks, track milestones and document accountability. Human-resource

information systems support workforce records, attendance, training and performance data. Customer relationship

management systems provide information about customer needs and service history.

Business-intelligence dashboards can combine financial, operational and customer measures. Collaboration platforms

support communication among dispersed teams, while videoconferencing enables meetings and coaching across

locations. Digital learning systems provide flexible professional development through courses, simulations and

assessments.

Managers must evaluate data quality, access rights, privacy and cybersecurity. Automated recommendations can

contain bias or reflect incomplete data. Consequently, managers should explain important decisions, maintain human

oversight and avoid treating dashboards as unquestionable truth.

11. Strategic / Managerial Importance

Integrated practice improves strategic execution. Many strategies fail not because the strategic idea is poor, but

because objectives are not translated into roles, resources, behaviours and measures. Integration also improves

coordination by reducing duplication, conflicting priorities and communication gaps.

It strengthens resilience because managers consider risks, alternatives and learning rather than relying on a single

forecast. It supports employee engagement when people understand how their work contributes to broader objectives.

It also improves employability: employers value individuals who can analyse problems, communicate

recommendations, collaborate, use digital tools and accept responsibility.
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Professional development has strategic value because organizational capability depends on the knowledge and

judgement of its people. Investment in development supports innovation, succession, retention and adaptation to

changing markets.

12. Detailed Case Study

The following case is fictional and illustrative.

Background

BrightPath Foods is a medium-sized food distributor employing 85 people. It has grown rapidly and now supplies

supermarkets, restaurants and independent retailers. Its original informal management practices have become

inadequate. Customer complaints about late deliveries have increased, overtime costs have risen and warehouse

employees report confusion about priorities.

Problem

The managing director asks the operations manager to improve delivery reliability within six months without

significantly increasing operating cost. Initial discussions reveal that sales staff sometimes promise delivery dates

without consulting the warehouse, route schedules are prepared manually, supervisors have overlapping authority and

performance reports contain inconsistent figures.

Analysis

The operations manager forms a cross-functional team including sales, warehouse, transport, finance and human

resources. Process mapping shows that orders are entered twice and urgent requests frequently interrupt planned

routes. Data analysis indicates that most delays occur during Monday and Friday peaks. Interviews reveal that

employees have not received formal training in the new inventory system. Stakeholder analysis identifies customers,

employees, suppliers, drivers and senior management as affected parties.

The team establishes three objectives: raise on-time delivery from 78 percent to 94 percent within six months; reduce

avoidable overtime by 15 percent; and achieve 98 percent accuracy in weekly performance reports. Ethical analysis

identifies a risk that managers may pressure drivers to speed unsafely. The team therefore includes safety as a

non-negotiable condition.

Strategy / Solution

First, the company creates a single order-confirmation process requiring sales staff to verify stock and delivery

capacity. Second, it redesigns Monday and Friday staffing schedules and cross-trains selected warehouse employees.

Third, it assigns one transport coordinator clear authority over route changes. Fourth, it introduces a simple digital

dashboard drawing information from approved order and delivery records.

The operations manager holds briefings explaining the reasons for change, invites employee suggestions and

establishes a confidential channel for safety concerns. Supervisors receive coaching in delegation, feedback and

conflict management. Weekly reports show on-time delivery, overtime, order accuracy, customer complaints, safety

incidents and employee concerns. A monthly review examines whether improvements are being achieved without

shifting costs or risks elsewhere.

Outcome
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After six months, on-time delivery reaches 93 percent, overtime falls by 18 percent and report accuracy reaches 99

percent. Customer complaints decline substantially. The company does not reach the 94 percent target, partly

because two major customers frequently change orders late. Rather than hiding this variance, the manager reports it

and negotiates revised order cut-off times. No safety incidents occur, and employee surveys show improved

understanding of responsibilities.

Learning Points

The case demonstrates that performance improvement requires more than a new technology. Clear objectives,

redesigned processes, appropriate staffing, responsible leadership and reliable controls must operate together. It also

shows that honest reporting is more useful than presenting only favourable results. Finally, ethical

boundaries-particularly worker safety-must remain part of performance evaluation.

13. Advantages / Benefits

Integrated managerial practice produces coordinated action, clearer accountability and better use of resources. It

improves the quality of decisions by combining operational, human, financial and ethical perspectives. It supports

employee commitment, faster problem-solving and more consistent service. Professional development increases

confidence, adaptability, career mobility and readiness for greater responsibility. For organizations, it strengthens

succession, innovation, retention and long-term performance.

14. Limitations / Challenges

Integration can be difficult because departments protect their own interests, information may be incomplete and

objectives may conflict. Excessive analysis can delay action, while poorly designed measures can encourage

dysfunctional behaviour. Digital systems may be expensive, difficult to integrate or vulnerable to misuse. Managers

may also lack time for reflection and development. Resistance to change, political behaviour, skill shortages and weak

senior support can undermine even well-designed plans.

These limitations require prioritization, realistic implementation schedules, open communication and periodic review.

Integration does not mean attempting to manage every variable simultaneously; it means understanding important

relationships and managing them deliberately.

15. Ethical and Governance Considerations

Ethical managerial practice involves honesty, fairness, respect, confidentiality, competence and responsibility.

Managers should avoid conflicts of interest, disclose material information and use organizational resources

appropriately. They should not manipulate performance data, take credit for others' work or conceal risks from

decision-makers.

Governance establishes how authority is exercised, decisions are monitored and stakeholders are protected.

Important mechanisms include policies, internal controls, segregation of duties, approval limits, audits, records

management and whistleblowing procedures. Managers should understand the difference between a legal minimum

and an ethically responsible action.

Employment decisions should be based on relevant criteria and free from unlawful discrimination. Personal data

should be collected only for legitimate purposes, stored securely and accessed appropriately. Professional judgement

should consider the interests of vulnerable stakeholders and the long-term effects of decisions. When facing an ethical

dilemma, managers can identify the facts, stakeholders, duties, alternatives and consequences; consult policy or an

appropriate adviser; decide transparently; and document the reasoning.
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16. Current and Emerging Trends

Hybrid and remote work require managers to coordinate performance without relying on physical presence.

Organizations are increasingly using analytics and artificial intelligence for forecasting, recruitment support, customer

service and workflow automation. These developments create opportunities for productivity but also concerns about

privacy, bias, explainability and job redesign.

Sustainability and social responsibility are becoming integrated into strategy and performance measurement.

Managers must consider resource efficiency, climate risk, responsible supply chains and social impact. Skills-based

recruitment is receiving greater attention as employers focus on demonstrated capabilities rather than qualifications

alone. Lifelong learning, micro-credentials and digital simulations are expanding access to development.

The future manager will need technological literacy, emotional intelligence, systems thinking, cultural competence and

the ability to lead ethical change.

17. Best Practices

Effective managers should connect every major activity to a clear objective, clarify roles and decision rights, use a

balanced set of measures, and communicate expectations consistently. They should consult affected employees,

verify information, distinguish urgent from important matters and address root causes rather than symptoms.

Reports should be audience-focused, evidence-based and honest about limitations. Meetings should have a purpose,

agenda, participants, decisions and follow-up responsibilities. Managers should provide regular feedback, recognize

contribution and address poor performance fairly. They should maintain a development record, seek feedback from

multiple sources and review personal goals at least periodically. Ethical concerns should be escalated through

appropriate channels rather than ignored.

18. Future Scope

Management education and practice will increasingly combine business knowledge with data literacy, sustainability,

behavioural science and technology governance. Professional development will become more personalized and

continuous, supported by digital portfolios and competency evidence. Managers may work with increasingly diverse,

distributed and human-machine teams.

Nevertheless, the central responsibilities of management will remain: establishing direction, organizing collective

effort, developing people, making responsible decisions and learning from results. Future tools may change how these

responsibilities are performed, but they will not remove the need for judgement, trust and accountability.

19. Chapter Summary

Integrated managerial practice connects planning, organizing, staffing, leadership and control in a continuous cycle.

Managers diagnose problems, establish objectives, allocate resources, lead implementation, monitor results, report

honestly and learn from experience. Professional development strengthens conceptual, technical and human

competence through deliberate learning and reflection. Effective practice is evidence-based, ethical, accountable and

strategically aligned. Digital tools can improve coordination and reporting, but they require human oversight and

responsible governance. Employability depends on communication, teamwork, problem-solving, adaptability, digital

literacy and ethical judgement.

20. Key Terms

1. Integrated managerial practice: Coordinated application of management functions and professional capabilities.
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2. Professional development: Continuous improvement of occupational knowledge, skills and behaviour.

3. Conceptual skill: Ability to understand relationships within the organization and its environment.

4. Technical skill: Knowledge and proficiency in a specialized work area.

5. Human skill: Ability to work effectively with individuals and groups.

6. Accountability: Obligation to explain decisions, actions and results.

7. Governance: Systems through which authority, control and oversight are exercised.

8. Key performance indicator: A measure used to assess progress toward an objective.

9. Stakeholder: An individual or group affected by, or able to affect, organizational activity.

10. Delegation: Assignment of responsibility and authority while retaining appropriate accountability.

11. Variance: Difference between planned and actual performance.

12. Managerial report: Structured communication of information, analysis and recommendations.

13. Ethical judgement: Reasoned evaluation of what ought to be done.

14. Continuous improvement: Ongoing effort to enhance processes, quality or results.

15. Balanced scorecard: Performance framework covering financial, customer, process and learning perspectives.

16. Professional competence: Capability to perform work effectively and responsibly.

17. Employability skills: Transferable abilities that support workplace performance and career mobility.

18. Succession planning: Preparing people to fill important future positions.

21. Review Questions

Short Answer Questions

1. What is meant by integrated managerial practice?

2. Explain the relationship between planning and control.

3. Identify three important employability skills for managers.

4. What is the purpose of a managerial report?

5. Define continuous professional development.

Long Answer Questions

1. Explain how planning, organizing, staffing, leadership and control operate as an integrated system.

2. Discuss the importance of ethical judgement and governance in managerial decision-making.

3. Describe a structured framework for solving a workplace problem.

4. Explain how the balanced scorecard can support integrated performance management.

5. Discuss the role of managers in developing employee capability and organizational adaptability.

Analytical / Application Questions
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1. A department repeatedly misses targets despite having sufficient staff. Using the integrated management cycle,

diagnose possible causes and recommend actions.

2. Design a six-month professional development plan for a newly appointed supervisor, including objectives, activities,

evidence and review methods.

3. An organization wants to introduce an AI-based employee monitoring system. Analyse the potential benefits, risks,

ethical issues and governance controls that managers should consider.

22. Multiple Choice Questions with Answers

Question 1

Which statement best describes integrated managerial practice?

A. Performing only the control function at senior management level

B. Coordinating management functions and professional capabilities to achieve objectives

C. Delegating all managerial decisions to employees

D. Using technology instead of managerial judgement

Correct Answer: B. Coordinating management functions and professional capabilities to achieve objectives

Question 2

A manager redesigns work roles, reporting relationships and authority after setting new objectives. Which

management function is primarily being performed?

A. Organizing

B. Controlling

C. Recruiting

D. Auditing

Correct Answer: A. Organizing

Question 3

What is the main purpose of control in the management cycle?

A. To punish employees whenever results differ from plans

B. To eliminate the need for planning

C. To compare performance with standards and initiate corrective action

D. To replace leadership with procedures

Correct Answer: C. To compare performance with standards and initiate corrective action

Question 4

Which action best demonstrates ethical managerial reporting?
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A. Omitting an adverse result to protect the department's reputation

B. Presenting evidence, assumptions, limitations and significant variances honestly

C. Changing performance indicators after results are known

D. Reporting only information requested by close colleagues

Correct Answer: B. Presenting evidence, assumptions, limitations and significant variances honestly

Question 5

A company improves delivery speed but causes unsafe driving practices. What principle has been neglected?

A. Short-term efficiency is always the highest priority

B. Performance should consider ethical and sustainable consequences

C. Control should focus only on financial measures

D. Staffing is unrelated to operational results

Correct Answer: B. Performance should consider ethical and sustainable consequences

Question 6

Which activity is most directly associated with continuous professional development?

A. Avoiding feedback until promotion is offered

B. Maintaining a development plan based on capability gaps and career objectives

C. Repeating the same tasks without reflection

D. Transferring all learning responsibility to the employer

Correct Answer: B. Maintaining a development plan based on capability gaps and career objectives

Question 7

What does the balanced scorecard help managers do?

A. Measure performance only through profit

B. Replace all qualitative judgement with one numerical score

C. Assess performance across financial, customer, process and learning perspectives

D. Focus exclusively on employee satisfaction

Correct Answer: C. Assess performance across financial, customer, process and learning perspectives

Question 8

Before introducing a digital dashboard, a manager should first ensure that:

A. All decisions can be automated

B. Data quality, access rights, privacy and cybersecurity are addressed

C. Employees cannot question dashboard results
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D. Only favourable indicators are included

Correct Answer: B. Data quality, access rights, privacy and cybersecurity are addressed

Question 9

In the fictional BrightPath Foods case, which action most directly clarified decision authority?

A. Assigning one transport coordinator authority over route changes

B. Increasing overtime without changing processes

C. Removing all performance measures

D. Allowing every department to change delivery schedules independently

Correct Answer: A. Assigning one transport coordinator authority over route changes

Question 10

Which sequence represents the PDCA improvement cycle?

A. Plan, do, check, act

B. Prepare, delegate, communicate, audit

C. Plan, recruit, control, advertise

D. Predict, decide, calculate, approve

Correct Answer: A. Plan, do, check, act


