MANAGEMENT

FOURTH EDITION







MANAGEMENT

FOURTH EDITION

Prem R. Pant, Ph.D.

Professor of Management
Former Head of the Central Department of Management, and
Dean, Faculty of Management
Tribhuvan University




PRINCIPLES OF MANAGEMENT

Edition First 2003
Second 2010

Third 2013

Fourth 2014

Reprint 2016

Reprint 2018

Text © reserved by Prem R. Pant, press processing, layout, design and
formatting © reserved by publishers.

Publishers: Buddha Publications Pvt. Ltd.
Anamnagar (Buddha Complex)
Kathmandu-29, Nepal
Tel. 00977-1- 5705165, 5705210, 5705177
e-mail: buddha@wlink.com.np
info@buddhapublication.com
www.buddhapublication.com

Price: Rs.495.00
ISBN: 978-9937-30-236-4
Printed in Nepal



Chapter 1
Introduction to Management

Concept, Meaning and Essence of Management ..........c.cccooevvvereeruennenn
Functions of Management

TYPes Of MANAGETS .....cooveviiieiiiiiiiieiieieieitecte et s
Managers by LeVEL ..........ccoccoviiviiiiiiiiiiiiiiiiiieicicieese e
Managers DY TYPES .....ccveeuveriiiiiniiiiiiiiiiiiieeie ettt

Managerial Roles and SKills .........cocouiiiiiiniiiiiiiiiinieiiceccccee
Managerial ROIES ........ccoceivuiiiieiienieeiiesiiesiesieseesie s sieenie e
ManQg@erial SKIlIS ........c.coceuvuiiiiireenieiiieiie ittt

Becoming a Manager: Role of Education, Experience and Situation .....

Business and SOCIELY ........cccciviiiiiiiiiiiiiiiiiiic
Business ENVITONIMENL ..........c.cccoivuiiiiiiiiiiiiiiiiiiiiciieesiicsneesnee s
Organization — Environment RelationsShip ..........cccccovvevveveniueniuenns
Types of Business Environment

Internal ENVIFONIMENT ......cc.voviuieiieesireeiieesieesieeseeesneessseesseeensneennns
External ENVITONIMENLE ..........ccceeiueesiuieiieesieesieesieesneesineenieeesineennes
Corporate Social Responsibility ........ccccevveiniiiiiieiniiiiniieiieenicesieesiene
Concept of Corporate Social ReSpOnSIDILILY ........ccccceivvererieriueniuenns
Approaches to Corporate Social Responsibility ..........ccccevcevecennnn
Areas of Corporate Social ReSponSIbility ...........cccccovervvenieeneenennncns
Ethics and Ethical Standards
CONECEPL Of ELRICS ...vcveivieiiiiieiieiieiesie sttt
Ethical Sandards .............cccccoveiiieiieiiciiiiiinienicicecseseesie e
COrporate GOVETTIATICE ......eveeeeuiiiieeiiiieeiiieeeesiteeesireeeesnneeesnneeeeanreeesnnee

Concept of Corporate GOVEINANCE .............ccveeveervesieenieenieniienieeneenes
Principles of Corporate GOVEINAINCE ............c.ccoeoueeeceivueiiiieiiieninns

Corporate Governance Issues in Nepal ............c.ccccoecniiiiiiiinnnnn.

Summary
Review Questions

EXBTCISE «.eiiiiiiiiieee ettt e e e e e e e e e e e e e e e bt e e e e eeaaaaas

N N O N

10
10
10
12
14
15
16
17
19
19
20
23
23
24
25
27
27
28
29
29
30
31
32
33
34
34



ProjeCt WOTK ..ecoiiiiiiiiiiiie e e et e e et e e e st eeeenaes
Web-Based Assignment

Readings and References .........cocveevuieiiieeiiieeniiieiieesiie e

Chapter 2
Perspectives in Management

Early DevelOPmEnts . .......cocveiiiiiiiieniiiiieiie ettt

The Classical PErSPECHIVE ...cccueevvuiiiiiieiiiieiiiie et

Scientific Management
Administrative Management and Bureaucracy
The Behavioural PErspective ..........ccceevvevieiiiiiiniiienieniesiiesieeseesieeie s
Hawthorne StUAIES ..........cccueecueiiieeiie e eiiie e esieesieeeiee e sniee e
Human Relations Movement

Emergence of Organizational Behaviour
Quantitative PETSPECHIVE .....cccuveiiiiiiiiiiiiiieiiie e
Management Science and Operations Management ......................
Im{iEErRimE PEFSIEEHVE  cooooo00000000000000000000000000000000000900000000090000000000000030000000
Systems PEISPECLIVE ........ccccccviiiiiiiiiiiiiiiiiiiiieiieicci e
Contingency Perspective ..........coocceiieiiiiieiiiiiieiiiieeeeeceee e
Contemporary Perspectives on Management .........c..cccccoovcveeeniiieeennnnee.
Emerging Management Issues and Challenges .........cccceevvvverieneeneenenn

Summary

Review QUESHIONS ...uceiiieiieiiieiieeieee e

EXETCISE 1 oiiiiiiiieeiiiiiiie ettt e e et e e e e e e e bt e e e e e e aaaaaas

Project WOTK ....ooouiiiiiieiiiecit ettt s eaae s
Web-Based ASSIGNIMENTS ....ccivieiiieiiieiiieiiieesiieiieesbeesieesveesieesieesieeas
Readings and REfETEINCES .......cuevverieriiiriiiiiiiie ittt

Chapter 3
Planning and Decision Making

Part I: Planning
Meaning of PIanning ........ccccocevverieneeiinienieniesiesieesieeie et
The Planning SYStem .........cccccceviiiiiiiiiiiiiiiiiiiiccie e

Levels of Planning

35
36
37
37

40
41
41
45
49
49
51
53
54
54
55
55
58
59
61
66
67
68
68
68
69
70
70
70

72
73
74



Plans by Managerial LEVEIS ..........cccccceveiiiniiniiiiiiiiiciicsieeieenn
Plans by Time HOTIZOM ........ccocuuiiueesiiieniieeiieesieesieesieesveesiieesiveenans
Plans by FreqUENCY Of USE ........cccuevueecueriueiieniienieeiiesiesiesieesiesnsesnens
Hierarchy of Plans

Steps in Planning
Tools for Planning
FOTECASHIIIG ...eeeeiiiiiieiit ettt
NetWOrk TECANIGUES .....ccveveveiiieiiieiieeiesiesiesieesieesie e siaesieenae s s
FIOW CRATTS ..ot
Gantt CRATT ......cc.cooiiiiiiiiiiicieieceeee e
Break-even Analysis

Planning PremiSes .......cccceeeerieiiiiiiiiiiiieiieniesie ettt
MEAIUNG «.cniieeiiee e
Types of Planning Premises

Pitfalls of Planning

Improving Planning

SUINIMNIATY ittt e e e e e e e e e s bbb et e e e e s e sbbbbeeeeeeeas

Part II: Decision Making

Meaning and Concept

TYPES Of DECISIONIS .vevviivierieeiieiieieeieeteetesteesieesteebessbeseresbaesseenseesesnses
TyPES DY FIEQUEIICY ..vevuveviveiiiesiiesieeieeieaiesiiesieesieesieeniesbesaaesinesaee e
TIPES DY INALUTE .. siiesiiesieeie ettt ettt s

Decision Making Process
Decision Making Conditions: Certainty, Risk and Uncertainty .............

Practical Exercise on Taking a DeciSion ........c..cccccocceeviriiiniieneenenienncns

Project WOTK ..occuviiiiiiiiie ettt e e e et e e abeeesnees
Web-based ASSIGNMENLES ......cceveiiiieiiiiiiiiecreeeeeeee e

Readings and RefErenCes ........cccvvvierierieiieniieiieceiesic st

Chapter 4

Organizing and Staffing

Part I: Organizing

Meaning of OIaniZing ...........cccceevuierieeienienieiienieeieeee e

74
75
76
77
78
79
79
81
82
83
84
85
85
85
87
88
88

90
91
91
92
92
95
97
99
99
100
100
101
102
102
103
103

106




Principles of Organizing ..........c.cccovveveerieiiiiiiieiiesicieeseete e
Process of OTGANIZITIG ...eveevereeiieiieriieiieeiiesiesaeseesteesteeseebesssessnesseenses

Organizational Architecture

Vertical Differentiation ........c.ccoceerverieieniieniieiieseeseesicee e
Horizontal Differentiation ..........c.ccccveeiueeiiieeiiiieiiie s ciee e eiee s
FUnctional SIUCLUTE .......cccueecuuiiiuieeiiieiiieeiiieesieeesiieesieeeieesieesniee e
Multi-divisional SITUCLUTES .........c.ccevuviiiieiiiieiiieiiieesiie e siee e
MQAITIX SITUCLUTE ....eooiiieeiiiiieeieiee et
Strategic Alliances and Network SIrucCture ...........c.cccoccevverceeneniuenns
Team-Based SITUCLUTES ........ceeoveeveeiiiiiiesiienieeie s st
ReSPONSIDILILY ..veveeiiiiiiiieieiici e
Establishing Task and Reporting Relationships ....

Reporting RelAtiONSAIPS .......cocviiiueeeiiiiiieeiiieeiiit e esine s siee e
Creating Accountability Culture in Organization ................cc.c.c.e..
AUTNOTIEY ottt ettt et s nae s
Line AULROTILY ....cc.cocoiiiiiiiiiiiiiiiiieict e
SEAff AULROTILY ..c.vveveiiieiieiiciiccit e
Delegation of AUTNOTILY ...eccvevveiieiieiieiieie e
Meaning And PUIPOSE ........cccoceivuereeieeiesiiesiesieeseeniesniessessesseensees
Characteristics of Delegation of AULROTILY ......ccocvevcveivesiveneiiienienns
Tasks for Effective Delegation ................c.cceeen..
Advantages of Delegation of Authority

Problems Associated with Delegation of Authority ............c.ccccc....
CentraliZation ......ccceoiiiiiiiiieiicii e
Decentralization and Devolution ........c..cceceeeeeieienencnieeieceeceeenen

Forms of Decentralization ...........c..c.ccccoceeveecieeeneneniaiiieieieienns

Advantages of Decentralization and Devolution ...............cccccccc.....

Disadvantages of Decentralization and Devolution ........................
Difference between Delegation and Decentralization ............cccccceveenen.
Emerging Issues in Organizing and Design

RS0 000 00 1y PPN

Part II: Staffing
Concept of STAffING ..ocvevveviirienieiieieieee e
Staffing and Human Resources Management

Objectives of Staffing .........ccccoeiiiiniiiiiiiiii e
Importance of Staffing .........cccccovieiiiniiiiiii
Components of Staffing FUNCHON .....cccveviveriiiiiieniiiiieiiecieiie e

Summary

RevieW QUESTIONS ....eveiiiiiiiiiiiiiiiiee ittt ee et e e st ee e e s eiaineee

FXBTCISE ..oiieiiiiiiiee ettt e e et e e e e e e e b eeeeaa s

107
109
110
111
113
113
115
117
118
119
120
121
122
122
124
125
125
126
126
127
127
128
128
129
129
130
130
131
131
132
134

135
135
136
137
137
138
139
140



Project Works
Web-based Assignments

Readings and References

Chapter 5

141
142
142
143
144
144

Leadership, Motivation and Communication

Part I Leadership
Meaning of Leadership

Qualities of Leadership
Understanding Individual Differences and Psychological Contacts 149
Leadership Styles ..o

Advantages and Disadvantages of Leadership Styles ......................

Part II: Groups in Organization
Concept Of WOTK GTOUPS .evverveeiiiieeieeieniesiienieesieesiesiesresinesseessesssessses
TYPES Of GIOUPS eveevveriiiiiieniieiiieieeieete et sieesteesbeesteebesbesitesbeesbeesaeenbeenses

Formal Groups
INfOrMQAl GIOUPS .......cooviiiiiiiiiiiiiiiiiecie it

SUININIATY ettt e e e e s bbb et e e e e s e bbb beaeeeeeas

Part III: Managerial Ethics

Sources of Managerial Ethics

Codes of Managerial EthiCS .....ccccoiviriiiiieriieniieiienieeie s sneseesieesve e
Significance of Managerial EthiCs .......ccccceveiiiiiiiiiieniienieiienieeiesiesies
Implications for Organizations ..........c.cccecerveeriereeiiesiienieeneeseeseeniesnens

SUIMIMATY ..ttt s sb e eba s eaaeesaaeeas

Part IV: Motivation
Concept of MOtVAION ....vevieriiiiiiiieieeieciesiesie e
Classification of MOLIVES ..........c.cecuevieiiiiiiiiniiiiiiieieieeee e

Importance of Motivation

TyPES Of MOLIVALION ...ecuvevuviiiiesiiesiieiieeiiesiesiesiesieesieensesbessesinesieenes
Techniques of MOtIVAION ....oc.eeiviiiiiiiiienieiiesie e
Reward System to Motivate Performance .............cccccuccevvvenieenenncnn
Motivation through Employee Participation ...............cccccoccevveuenne.

SUITIINIATY ettt e e et e e e e e e s bbbt et e e e e e e sbbbreaeeeeeas

146
148

150
152
i1i53

154
155
156
156
157

158
159
160
161
161

162
164
164
165
165
166
168
171




Part V: Communication

Meaning of Communication ............ccccocviiiiiiiiiiiiiiiiiie, 172
Importance of Communication in Organizations .............cocceevverveereennnn 174
Purpose of Organizational Communication ..........c.cceeceeriiiieniienieenieennenn 176
The Communication PrOCESS .......ccccoceveeieiiiiiiiienienienieeieeseeeeieeenens 177
Communication NEetWOrkKs ........cccceevieiieriiiniiiiiieniiieneiie e 179
Concept of Active LiStening .........cccoccoviiiiiiiiiiiiiiiiiiniiiiiicieceeieiees 180
Communication Flows in Organizations .........cc.cccecveevieeniieeniiieniieenneens 181
Downward CommMUNICAION ........c..cceeuireiieieiinicnieninesesiieeeeeniens 182
Upward COMMUNICALION .....ccuverueerieriieiiiesiiesienieenieeniesiesinesieenseenses 182
Horizontal or Lateral CommuniCation ...........c.ccceceevevieiuenieeneennee 182
Types of Communication ...........ccccoeiiiiiniiiiiiiiiiiiiiniecee e 183
Formal ComMMmUNICALION .........c.coovevueeiiiiiiiiiiiiinieitcit e 183
Informal COMMUNICALION ........oivereeiieeiieiireiiesieseenieenieeseseesieenses 183
Interpersonal COMMUNICALION ......c.cecueriueririiierieseenieeieeiesieseeniees 185
Non-Verbal CommUuRNICALION .......c..cccoevviiieieiinieiienieiiieieieienens 186
Barriers to Effective Communication .........c.cccovvevveneeiieiiiienienieneennen 187
Enhancing Organizational Communication ..........c.cccccevviiviinienicneennn. 190
SUININIATY +etteeitiieeiiitt ettt ettt e s e ettt e e st e e sasbee e e e bbb e e eenbeeeeenneeeeas 192
ReVIEW QUESHIONS toeiiiviiiiiiiieet ittt e e e e e s e e e e e e s iabraaeeees 192
EXETCISE ettt 193
194
194
195
196
Project WOTKS ...cecuviiiiiecitiecit ettt et e esaaeeaaaenee s 196
Web-based ASSIGNINENTS ......eveeriieriieriieiiiiieiie ittt 197
Reading and REfEIENCES ......ccceeivieiiieiiieiiieeiie st 197
Chapter 6
Controlling and Quality Management
Part I: Controlling
The Concept of CONTIOL ......evveriieiiiiiieiecieiie it 200
Meaning Of CONITOL .......cc.cocueviuiiiiiiiiiieiiieiie et sie et siee e s 200
Purposes of CONtrol SYSLEIM .........cveecuerieiiiiiiesieseesiteieeie e 201
Benefits of Control SYSIEM ..........c.ccccccciviiiiiiiiiiiiiiiiiiiiiiicicees 201
Relationship between Control and Other Management Functions 201
TYPES Of COMITOL 1.evviiiviiiiiiiiesiieitiesit ettt s sbae s enbeebe e 202

The CONtIol PrOCESS ...ccocvviiiiirieeiiiiieeecitreeeeeieeeeereeeeeetveeeeerreeeseareeeeeneees 203




Essentials of Effective Control System ..........cccooceeevviiniiiniieiniieeniieennens
Control Tools and Techniques .........ccceveeerieiiiiiiiieniceieccieeseeeeesene

Non-financial Control Techniques

Financial Control TECANIQUES .........cccccecuerverveneniiesiiesiesienieeniesnens

SUIMIMATY ©vviiiiiiiiiiiiit it s aae s sbe e sna s eaaeesnaeeas

Part II: Quality Management

Concept of QUAlIty .....ccccoeviiiiiiiiiiicc e

Importance of QUAlity ......ccccoceeviiiiiiiiiiinieie e

Total Quality Management
Concept Of TQM ..c.ueeueeueiiiiiesiesiesieesie et aiesaesieesieenbesbesaesaeesaee e
Components Of TQM .......ccccocueiuereeieeiiiiiesiesieeseesiee e esse e saesieenes
Principles Of TQM ......ccoocueeeiieeiiaiieeiesiesiiesieesie et siee e sieesieennesanes
Tools and Techniques of TQM
Other TQM Process Improvement TOOIS ............ccccceveevieneenicnnicniienne

Factors Affecting Quality Control ..........ccccvvveriienieieniieniieiienieneenieeiens
Deming Management ..........cooouiieeiiiieeiiiiee e
Deming’s Views on Quality Management .............ccoccucevvveneenennens
Deming’s 14 Quality Management Techniques ............c..c.ccccoeeue.
Emerging issues in Quality Management ..........c.cceceeveerierienieneniuennens
Production and Operations Management ............ccoocveevveenieenieeneeenneens
Production MANAZEMENT ..........cccevueeiuerieeiieniienieeiiesiesieesieenseessesnnes
Operations Management ...

Supply Chain Management
SIX SIGIIA ..ottt
Kaizemn ......cccccoocoiiiiiiiiiiiiiiii
The Japanese 5-8 PrACLICE .........c..ccceeviueeriueerieenieeniieesiieesieesieesanees
Technology Management ............oceevveeierieneeneenieeniesieesee e seesseensesnes
Management Information System and IT .........cccceeveeriiiniieriienieneniennens
Information Technology (IT) ...........cccccoviiiieiiiiiiiiiiiiiiinieiciieieeees
Information Systems for Effective Control ..........ccoceeviiiiiienniiiiniieennens

Summary

ReVIEW QUESTIOMS ..vvviiiiiiiiiiiiiieeeeeeiiiiiiiee e e e sttt e e e s e siirareeeeeeesnsbbaneee

EXBTCISE «eiiiiiiiiiieee ettt e e e e e e e e e e e e e aa e e e e eeaaaaas

PrOJECE WOTKS ..eovviiiiii ettt et e eesnba e enaaesaaeeas
Web-based ASSIGNMENTS ......coveeviiiiiiiiieiieiiesie ettt

Reading and References

205
206
206
207
213

214
216
218
218
220
221
222
225
227
228
228
229
230
231
232
233
234
235
236
237
238
240
241
242
243
244
245
245
246
246
247
249
249
249




Chapter 7
Organizational Change and Development

Part I: Organizational Change

Nature of Organizational Change ...........c.ccccoeoiviiiiiiiiiniiiiien, 252
Forces for Organizational Change ..........c.ccoceeoevvieieiinencnienisccieeene 253
INEEINAL FOTCES ....c..vovveniiiiiiiiiiiiiiesieciccit et 253
EXtEINQAI FOTCES ......coviviieiieiiiiieiieieniesteett ettt 254
Paradigms Shifts and Areas of Organizational Change ............ccccceueenne. 255
Types of Organizational Change ...........c.ccocooviviiiiiiiniiiiiiiiiiecee, 257
Processes of Planned Organizational Change 257
Resistance to0 Change ........c.cooveiiieiiiiiiiieiieeeiee s 258
CausSes Of RESISIATICE .......ccuvevuirueeieiiesiiesieesieeiiesiesiieseesieeniessesnne e 258
Overcoming Resistance to Change ........c..ccocevvvenvenieniieniienienieneeneeiens 259
LT T T m—— 260
Par II: Organizational Development (OD)
(@fo) o Telc] 018} il ©) B TPV PPTPPRTPPRO 261
ODbJECtIVES O OD ...uviiiiiiiiiiiiieiieitieiti ettt 262
Key Benefits of OD 262
OD Activities and Process 263
OD INtervention ........ccccevviiiiiiiiiiiiiiie i 264
What are intervention? .............ccccocceveeiieieiieiieneneneseeeseeeeeennes 264
INtervention PrOCESS ..........ccccccovvviiiiiuiiiiiiiiiiiiiiie i 264
Methods of OD INLETVENLIONS .......cceecueecuiiiiiiinieiiieiteieeieseeeiee e 265
Steps for Organizational Development Interventions ...................... 267
SUININIATY -eeeeeitiieeiiiie ettt ettt et e st e e et e e st e e e et e e e e sneeeeenbaeeeenneeeeas 268
Review QUESTIONS ....cc.eeiiiiiiiiiiiiiiiiciiee e 268
EXETCISE .ooiiiiiiiiiiiiiii it 269
269
270
270
ProjeCt WOTKS ..veviiiieiiiiieite sttt sttt ettt s nbe s 271
Web-Based ASSIGNIMENES .....ooviiiiiriiiriiiiiiieniiesiie ittt 272

Reading and RefETENCES .......cceeiviiiiiieiiieiiieeiie et 272




