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In today’s fast-paced, complex and culturally-diverse work environment, managers often find their 
existing knowledge inadequate and outdated. These managers need to learn, utilize and adapt  modern 
management concepts and practices to achieve corporate and personal excellence. Principles of 
 Management has been written in response to these increasing requirements of practising  managers 
and students of management. This book enables future managers to get acquainted with current 
 management concepts, practices and trends even before stepping into the actual work environment.

This comprehensive and reader-friendly book covers the entire field of management and enables 
individuals to perform their managerial functions with precision and confidence. To facilitate  better, 
deeper and easier understanding of management concepts, each chapter in the book has several unique 
real-life examples, including the inspirational life stories of globally renowned managers. Principles of 
Management also satisfies the long-felt need of Indian students for a book with Indian case studies and 
examples, and highlights the challenges faced by managers in organizations from the developing world.

Organization 
This book has 21 chapters, which help students and practising managers acquire insights into the differ-
ent domains of management. Based on the functions and trends in management, these chapters are di-
vided into seven parts. Each part has been given adequate weightage in terms of treatment and coverage 
to help readers gain detailed knowledge even on emerging areas of management; namely, change man-
agement, strategic management and international management. The seven parts and their objectives are:

Part  I—Management: A Conceptual Framework familiarizes readers with the elements, evolution 
and environment of management and also elaborates on the social responsibilities of managers.

Part  II—Planning, Decision Making and Forecasting focuses extensively on all activities connected 
with organizational planning. 

Part  III—Organizing enables readers to gain insights into the organizing function. The areas 
of  discussion in this part include organizational structure and authority, responsibility and 
 accountability. 

Part  IV—Staffing discusses the management of human resources (HR). This part includes HR 
 planning, procurement, development, compensation, evaluation and maintenance. 

Part  V—Directing elaborates on the important elements of directing; namely, communication, 
 leadership and motivation. 

Part  VI—Controlling and Coordination discusses the topics that facilitate efficient control of the 
organizational resources. This part comprises chapters on controlling and coordination.

Part  VII—Emerging Topics provides an insight into emerging areas of management such as change 
management and international management. 

Preface
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x               PREFACE

Features
Each chapter includes some unique features that help readers gain an in-depth understanding of the 
concepts in the chapter.

Examples from the lives of inspirational 
Indian managers are used to illustrate 
complex management concepts.

Chapter-opening Vignettes

   

    

    

    

    

India’s Inspirational 
Managers

Mukesh Ambani is the chairman and 
managing director (CMD) of Reliance 
Industries Limited (RIL), the flagship 
company of Reliance Group. As a result 
of Mukesh’s effective leadership and path-
breaking management practices, RIL has 
now become the largest private-sector 
enterprise in India and also features in 
the  Fortune 500 list of companies. The 
annual revenue of Reliance Group has 
also crossed USD 44 billion. For his stu-
pendous performance as a top manager 
of this company, Mukesh has been con-
ferred the best leader award by a number 
of globally renowned institutions. Muke-
sh’s unique formula for management in-
cludes, among others, (i) establishment of 

an open  system of management through 
the  introduction of standard operating 
procedures (SOPs) and standard operat-
ing conditions (SOCs), (ii) adoption of a 
disruptive style of management as against 
the feudal style to easily meet the future 
challenges, (iii) investing in good talent 
and building competencies, (iv) demand-
ing excellence and aiming for the best in 
everything, (v) diligence and foresight in 
planning and (vi) challenging the limits 
and never accepting defeat. 

The success story of Mukesh Ambani 
is proof that the bold and innovative prac-
tices of managers can make a momentous 
difference to the fortunes of organizations. 
Keeping the accomplishments of Reliance’s 
top manager in the background, let us now 
learn the basics of management in this 
chapter. 

Numerous boxes highlight the unique 
management practices of Indian companies 
and provide students with real-world 
applications and perspectives.

Real-world Examples

  

    

   

   

   

The role of managers is pivotal in influencing the 
attitude and behaviour of employees. Effective lead-
ership calls for effective communication with and 
motivation of employees. In due course of time, ef-
fective leadership will result in the development of a 
positive work culture. Organizations may adopt dif-
ferent leadership styles and strategies for achieving 
employee cooperation. In this regard, leading power 
equipment manufacturer BHEL’s strategy is worth 
mentioning.

BHEL encourages its managers to adopt trans-
parent channels of communication, an open work 

 environment, teamwork and respect for new ideas and 
thoughts to ensure the desired level of employee in-
volvement. Similarly, new employees are encouraged by 
their managers to freely voice their ideas. Peers facilitate 
this process by extending their undying support and en-
couragement to these employees. The overall objective 
of managers at all levels of the management at BHEL is 
to convert the whole organization into a family through 
necessary freedom and support to all its members.

Source: http://careers.bhel.in/bhel/jsp/peoplefocus.jsp#pplf
ocus (last accessed in April 2014).

Leadership and Teamwork at BHELBox 
1.1

The learning objectives outline the main 
learning goals of each chapter.

Learning Objectives

   

    
 

    

    

    

C H A P T E R  O B J E C T I V E S
After reading this chapter, you should be able to: 

1. Understand the meaning and characteristics of management 

2. Enumerate the objectives, levels and functions of management 

3. Discuss the roles of management 

4. Differentiate between management and administration 

5. Debate whether management is science, art or profession 

6. List the challenges facing management 
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Supplements and Media Resources
A full range of resources that support teaching and learning is available on the companion Web site of 
this book: www.pearsoned.co.in/pravindurai.
 • PowerPoint lecture slides provide the outlines and key topics of each chapter.
 • An online study guide provides brief summaries and reviews of the key information in each 

chapter.

The summary at the end of each chapter 
recapitulates the key topics discussed in 
the chapter.

Summary

  

    

   

   

   

Summary

 1. Management is a process concerned with the 
effective utilization of human and physical re-
sources for attaining organizational and individ-
ual goals through a facilitating environment.

 2. The characteristics of management are: (i) it is a 
process, (ii) it is a goal-directed activity, (iii) it is a 
decision-making activity, (iv) it involves effective 
integration and utilization, (v) it is practised at 

roles. Informational roles involve roles of 
 monitor, disseminator and spokesperson. De-
cisional roles include entrepreneur, disturbance 
handler, resource allocator and negotiator roles. 

 6. Managerial skills for success include technical 
skills, conceptual skills, human skills, political 
skills, diagnostic skills and digital skills.

Review questions at the end of each chapter 
help students gauge their understanding 
of the concepts in the chapter.

Review Questions
  

    

   

   

   

Review Questions 

 1. Define the term management and state its 
 characteristics.

 2. What are the different objectives of management?

 3. Critically examine the various levels of manage-
ment in an organization. 

 6. Enumerate the various roles performed by man-
agers as a part of their profession. 

 7. Describe the managerial skills essential for the 
success of managers. 

 8. Distinguish between administration and 
 management.

A detailed case study along with discussion 
questions at the end of each chapter replicates 
real-life situations faced by managers and 
enables readers to correlate theoretical topics 
to actual practice.

Case Study

  

    

   

   

   

Case Study

Clash of Ideologies at Birla Textiles Limited

Birla Textiles Limited was founded in 1966 in Mumbai 
to produce polyester fabrics. It manufactured a variety 
of products including men’s wear, women’s wear, kids 
wear and sportswear. This company grew gradually 
over a period of time and today has presence in almost 
every part of the country. It has 20,000 employees and  
seven factories. The founder chairman of this com-
pany, Motilal, upheld certain beliefs on management. 
They are: (i) managers at all levels must plan and work 
towards steady progress and strictly avoid dramatic 
actions and activities; (ii) structure should always be 
hierarchical and decisions must conform to such hier-
archy; (iii) managers, especially those at the top, must 
adopt a “hands-on” approach in the sense that all major 
decisions must be personally vetted by them before be-
ing finalized; (iv) managers must always show respect 
for heritage, i.e. a respect for the past; (v) development 
of employee loyalty and sincerity should be the cor-
nerstone of any human resource management activity 
and (vi) major decisions must be taken only one at a 
time. 

Motilal has always been proud of his management phi-
losophy and strongly believed that these beliefs and 
ideas contributed in no small measure to the success 

wisdom and orthodox practices of the management. A 
staunch believer in radical management practices, Ja-
manlal felt that the conventional style of management 
has little relevance to the present globalized era and 
one ought to be a risk taker to achieve a quantum leap 
in the scale and performance of an organization. He 
thus sought all his managers to think and plan “big” 
so that the company moves to a “spectacular progress” 
trajectory from a “steady progress” mission. 

Jamanlal was also working towards abandoning, 
 circumventing or completely reworking on the old 
managerial philosophy, policies and practices of Birla 
Textiles Limited with the intention of reinventing them 
and building an altogether different company. His 
proposal to adopt a disruptive style of management to 
change the status-quo got mixed response. One section 
of managers comprising mostly the aged and experi-
enced viewed his moves with suspicion and described 
them as unwanted, unsafe and too adventurous, while 
another section dominated by highly educated but 
young managers applauded them and felt that they 
were long overdue and appropriate for the future. 

Questions 
 1. How do you view the beliefs, attitude and actions 

of the new chairman, Jamanlal?
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C H A P T E R  O B J E C T I V E S
After reading this chapter, you should be able to: 

1. Understand the meaning and characteristics of management 

2. Enumerate the objectives, levels and functions of management 

3. Discuss the roles of management 

4. Differentiate between management and administration 

5. Debate whether management is science, art or profession 

6. List the challenges facing management 

Introduction to 
Management

PART I: Management—A Conceptual Framework 

1
C H A P T E R

India’s Inspirational 
Managers
Mukesh Ambani is the chairman and 
managing director (CMD) of Reliance 
Industries Limited (RIL), the flagship 
company of Reliance Group. As a result 
of Mukesh’s effective leadership and path-
breaking management practices, RIL has 
now become the largest private-sector 
enterprise in India and also features in 
the  Fortune 500 list of companies. The 
annual revenue of Reliance Group has 
also crossed USD 44 billion. For his stu-
pendous performance as a top manager 
of this company, Mukesh has been con-
ferred the best leader award by a number 
of globally renowned institutions. Muke-
sh’s unique formula for management in-
cludes, among others, (i) establishment of 

an open  system of management through 
the  introduction of standard operating 
procedures (SOPs) and standard operat-
ing conditions (SOCs), (ii) adoption of a 
disruptive style of management as against 
the feudal style to easily meet the future 
challenges, (iii) investing in good talent 
and building competencies, (iv) demand-
ing excellence and aiming for the best in 
everything, (v) diligence and foresight in 
planning and (vi) challenging the limits 
and never accepting defeat. 

The success story of Mukesh Ambani 
is proof that the bold and innovative prac-
tices of managers can make a momentous 
difference to the fortunes of organizations. 
Keeping the accomplishments of Reliance’s 
top manager in the background, let us now 
learn the basics of management in this 
chapter. 

M01_DURAI0812_01_SE_M01.indd   1M01_DURAI0812_01_SE_M01.indd   1 9/29/2014   1:00:50 PM9/29/2014   1:00:50 PM



2               MANAGEMENT—A CONCEPTUAL FRAMEWORK 

Introduction
Every organization requires talented and committed managers to ensure success 
and stability in its business operations. Managers are needed to design, develop and 
maintain an organizational environment that encourages both individual and group 
performance and cooperation. Managers also provide good leadership and definite 
direction to their subordinates, which enable them to fulfill the goals of the organi-
zation. Thus, every organization, whether big or small, public or private, profit or 
service-oriented, should have managers to manage its operations.  Managers usually 
perform at higher, middle and lower levels of an organization. 

What the managers do as a part of their job is usually known as management. All 
managers perform certain management functions for effectively coordinating, and 
supervising the activities entrusted to their subordinates. These fundamental man-
agement functions are planning, organizing, staffing, leading (also called  directing) 
and controlling. To be successful in their work, managers need to possess differ-
ent managerial skills such as leadership skills, team-building skills, communication 
skills, and motivational skills. However, the skills and attributes required for effective 
management and goal accomplishment must be updated and upgraded constantly. 
This is because managers have to work in a constantly changing environment char-
acterized by rising competition, changing technologies and an increasingly assertive 
workforce. 

The primary purpose of any management is to create an internal environment 
suitable for the members of the organization to perform their jobs efficiently and 
effectively. The internal environment is normally made up of factors such as the or-
ganization (including organizational culture, structure and control system), its em-
ployees and the physical resources.1 The internal environment so developed by the 
management may enable or disable its efforts to accomplish the goals of the firm. 
An enabling environment would help managers to create surplus in their operations 
while a disabling environment could become an obstacle to achieving success. Cer-
tainly, the surplus or deficit arising out of resource mobilization and  utilization by an 
organization is an indicator of its managerial efficiency. 

Meaning of Management 
Though the term management encompasses the physical as well as human resource 
management of a firm, it is primarily concerned with the latter. Indeed, management 
is all about managing people effectively and dealing with people-centred problems 
professionally. Managers need to lead, inspire, direct and decide on matters relating 
to employees in a way that facilitates the accomplishment of organizational goals. In 
brief, management involves, “getting things done by other people.”2 In this context, 
we shall now see a few definitions of management. 

Definitions of Management 
“Management is the process of planning, organizing, leading and controlling the 
work of organization members and of using all available organization resources to 
reach stated organizational goals.” —James A. Stoner, et al.3 
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“Management involves coordinating and overseeing the work activities of others 
so that their activities are completed efficiently and effectively.” —Stephen P. Robbins4 

“Management is the process of designing and maintaining an environment in 
which individuals working together in groups efficiently accomplish selected aims.” 
—Harold Koontz and Heinz Weihrich5 

“Management is the process consisting of planning, organizing, actuating, and 
controlling, performed to determine and accomplish the objectives by the use of peo-
ple and resources.” —George R. Terry6

“Management is the process undertaken by one or more persons to coordinate 
the activities of other persons to achieve results not attainable by any one person act-
ing alone.” —Thomas N. Duening and John M. Ivancevich7

In simple terms, we may define management as a process concerned with the 
effective utilization of human and physical resources for attaining organizational and 
individual goals through a facilitating environment. 

Characteristics of Management 
Based on the definitions given in the preceding section, we may list out the character-
istics of management as follows:
 • Management is a process involving a series of activities. It involves performance 

of certain functions and activities, such as planning, organizing and directing, 
by the managers. Thus, it is not an end by itself; rather, it is a means of achiev-
ing the goals of the organization. 

 • It is a goal-directed activity as the accomplishment of goals is the primary con-
sideration in determining the activities of the managers. Thus, all the managerial 
activities are decided and guided by the definite goals and objectives of the firm. 

 • Management is principally a decision-making activity as it often involves the 
evaluation of available alternatives to deal with specific problems and the selec-
tion of the best alternatives to resolve them. The effects and consequences of 
such decisions are usually felt over a period of time in the future.

 • Management involves the effective integration and utilization of both physical 
and human resources towards goal accomplishment. However, the thrust of 
management is on efficient management of human resources. 

 • Management is an extensive activity practised at different levels of an organi-
zation. Management is usually classified as top, middle and lower (first line) 
levels.

 • It is universal in character as every form, size and nature of an organization 
requires management to manage its affairs. As such, management is applicable 
to organizations performing business, charity, military, sport, cultural and po-
litical activities. 

 • Management is a dynamic activity performed continuously in organizations. It 
shapes and reshapes itself depending upon the trends and developments in its 
environment. 
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 • Management is a group-based activity. The presence of a group with at least two 
people is a prerequisite for management because the basic task of managers is 
getting work done through others. 

The core function of management is to achieve efficiency and effectiveness in accom-
plishing the goals of the firm. Efficiency here implies obtaining optimum output or 
productivity from the reasonably minimum use of organizational resources. Similarly, 
effectiveness stands for doing only those activities that contribute to the accomplish-
ment of goals in an efficient manner. In this regard, the management thinker and phi-
losopher, Peter Drucker, has identified a few major tasks of management. They are, 
(i) framing the organizational objectives and mission clearly (ii) achieving the required 
level of work productivity and (iii) ensuring adherence to social  responsibilities.8 

Objectives of Management 
To properly plan and effectively execute the activities of an organization, it is important 
to have clear-cut, long-term objectives and short-term goals. In case of profit-making 
organizations, the primary objective of the management is making as much profit as 
possible. In contrast, the management of non-profit-making organizations would have 
“need satisfaction” as their focus. Every organization may be driven by one or more of 
the following objectives:
 • To constantly attempt to accomplish the predetermined performance and pro-

ductivity goals of the firm 
 • To develop an environment that facilitates the minimum use of physical and 

human resources to achieve maximum output 
 • To build a mutually beneficial relationship between the employers and em-

ployees. This relationship is essential to achieve effective coordination and 
 cooperation in resource mobilization and goal accomplishment

 • To provide stability and growth to the operations of the organization through 
consistent innovations and quality enhancement initiatives. Organizations 
 require stability and growth to build a desirable future for all its members

 • To work continuously towards the betterment of the society by satisfying the 
organization’s social responsibilities in an efficient and fair manner 

Management experts usually make a distinction between the performance of an orga-
nization and its management. Organizational performance indicates how effectively 
and appropriately an organization determines its objectives. In this regard, manag-
ers help in achieving organizational performance by developing achievable objectives 
and minimizing any obstacles to the accomplishment of such objectives. For instance, 
when managers choose a goal that exactly reflects the market realities and customer 
requirements, it may be described as an appropriate goal for the organization. The 
ability of managers to “do the right thing” is usually the measure of organizational 
performance. Managerial performance, alternatively, is concerned with how efficiently 
the managers do their job and accomplish the work assigned to them. The ability of 
managers to “do things right” is the measure of managerial performance.9 
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Levels of Management
All managers perform certain administrative (decision making) and managerial 
 (execution) roles as a part of their job. However, the extent of each role performed 
by them usually depends on their position in the management. The authority and 
responsibility of a job is also determined by the location of the job in the managerial 
hierarchy. The time and effort spent on managerial functions like planning, direct-
ing and controlling differs from one level of management to another. Typically, the 
management of an organization is classified into three categories as top, middle and 
front-line management. We shall now see them in detail. 

Top Management
Managers who operate from the highest level of an organization are usually called top 
managers. These managers are generally few in number but vested with enormous 
powers. Top managers are entrusted with the overall responsibility of managing the 
whole organization. They make organization-wide decisions with long-term implica-
tions for the survival and growth of the firm. They are even empowered to set new di-
rections for the organization. These managers usually spend more time on planning 
and directing, and less time on controlling. Further, they determine the nature of the 
relationship between the organization and its external environment. They also guide 
the firm’s interactions with external individuals and institutions. 

Positions like chief executive officer, president, vice-president, managing direc-
tor, chief financial officer and chief operating officer are usually regarded as constitu-
ents of top management. Top managers often deal with the unstructured problems 
and issues of the firm (for which no best solution is available) and develop policies 
and guidelines for resolving them. Such policies and guidelines convert unstructured 
problems into structured problems (for which correct solution is available). Top-level 
managers are normally accountable only to the owners who invest their resources in 
the organization. The board of directors who represent the interest of these owners 
ensure that the actions of the top managers are in accordance with the general orga-
nizational interest. 

Middle Management
Managers belonging to this category fall between the top management and front-line 
management. They receive goals, orders and directions from the top management 
and implement them through front-line managers. In this regard, each middle man-
ager supervises a number of front-line managers normally within the related field. 
Managers at this level generally distribute their time fairly equally among planning, 
organizing and controlling. These middle managers transmit the organizational goals 
to the front-line managers and then direct, coordinate and control their efforts to-
ward its accomplishment. Middle managers are more interested in the near future 
and plan their activities accordingly. Hence, they set short-term goals for their subor-
dinates, which finally lead to the achievement of the long-term objectives of the firm. 

Middle managers usually deal with the semi-structured and structured prob-
lems of the firm. Positions like regional heads, divisional heads, project leaders and 
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 directors of research wings are examples of middle managers. The increasing  presence 
of teams and projects in organizations has greatly enhanced the role and relevance of 
today’s middle managers.10 

Front-line Managers
Front-line managers are usually positioned at the bottom of the managerial hierarchy 
and operate directly above the non-managerial employees. They serve as a liaison 
between the management and the workers. The primary responsibility of front-line 
managers is to execute the goals and plans entrusted to them by the middle manage-
ment. These managers direct the activities of the workers and get the organizational 
goals achieved through them. They normally spend more time and effort on con-
trolling and less time on planning. They are  primarily concerned about accomplish-
ing the day-to-day organizational activities such as  the manufacture of goods and 
 delivery of services. 

Front-line managers are also responsible for motivating the employees at work 
and persuading them to observe the rules and regulations relating to safety and 
health. They deal with structured problems and resolve them by applying the guide-
lines and policies prescribed by the higher level management. These managers are 
usually known by titles such as supervisors, line managers, operational managers, 
sectional/departmental heads, office managers and shift managers.

Functional Management 
Managers at each level of the organization will have to discharge certain functional 
 responsibilities depending upon their specializations. According to Thomas N. Duen-
ing and John M. Ivancevich, function refers to those activities that the manager actually 
supervises consequent to their horizontal specialization of the management process.11 
Some of the important organizational functions are production, finance, marketing 
and human resources. Usually, each manager is assigned a function and the designation 
—marketing manager, human resource manager and production manager—reveals the 
function performed by the manager. However, when managers assume responsibilities 
for all the activities of the entire organization or its branch office, then they become 
general or line managers. These managers then supervise their subordinates who per-
form different functions like marketing, finance, human resources, etc. Managerial 
 activities like planning, organizing, directing and controlling are the same for both gen-
eral and functional managers. Figure 1.1 shows the classification of managers based on 
their functions. We shall now see the rules and responsibilities of functional managers.

Functional
management

Production
management

Marketing
management

Financial
management

Human resource
management

Figure 1.1

Classification of Managers
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Production Management 
Production management is responsible for all aspects of a production process. 
 Production managers plan, supervise, coordinate and control the resources and ac-
tivities required to produce goods in a cost-effective manner. Production managers 
oversee activities like production scheduling, staffing, machines and materials pro-
curement, development and maintenance of quality standards and implementation 
of quality enhancement programmes. They coordinate production-related activities 
with other departments,  supervise and motivate their subordinates and also review 
their performances. Production managers usually act as the link between the top 
management and first-line managers including supervisors. They ensure that the 
goals and policies of the organization are implemented effectively. In a nutshell, they 
ensure that quality goods are produced within the prescribed time limit. 

Marketing Management 
Marketing management is concerned with planning, directing, coordinating and 
controlling the marketing activities that promote goods and services. Marketing 
managers are responsible for conceptualizing new product ideas, determining prod-
uct prices, channel development and product promotion. They also undertake ac-
tivities like estimating manpower requirements, training and motivating sales staff 
and evaluating their performance, conducting market research, product positioning 
and differentiation and managing customer relations. However, the exact role and 
responsibilities of marketing managers are determined by the size of the organiza-
tion, nature of the product or services and characteristics of the industry. In general, 
these managers focus on marketing programmes that meet the business goals of the 
organization and report to the top management. 

Financial Management 
Financial management involves the management of the finance department. 
 Financial managers are responsible for the arrangement and allocation of funds. They 
are responsible for the implementation of a firm’s financial goals and budgets and 
increasing the efficiency of the firm’s financial operations. They fulfil the organiza-
tional goals by controlling the cost of funds and optimizing fund utilization. They 
also undertake  activities like financial analysis and planning, fund and asset man-
agement, investment decision, payroll preparation and taxation. They also supervise 
preparation of financial reports such as the income statement and balance sheet. Fur-
ther, these managers train and motivate their team members and also evaluate their 
performance. They liaise between the organization and the financial institutions that 
lend necessary funds.

Human Resource Management 
The primary objective of human resource (HR) management is to ensure the well- 

being of the employees at work from their joining to their exit from the organiza-
tion. HR management is a unique function because HR managers not only supervise 
the activities of their own department but also advise other functional managers on 
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 matters relating to  labour  management in their departments. HR managers usually 
act as liaison between the top management and the employees of different depart-
ments. Like other functional managers, they too perform managerial functions like 
planning, organizing, directing, controlling and coordinating with employees for 
their own departments. Besides, they also perform certain specialized functions such 
as manpower planning, recruitment and selection, training and development, inte-
gration, performance evaluation, compensation fixation, maintenance of employee 
welfare, safety and health and separation of all employees. These managers also in-
volve themselves in activities like maintenance of employee discipline, grievance 
identification and redressal, prevention and settlement of industrial disputes and 
promotion of industrial relations. 

Management Process or Functions 
Managers perform certain interrelated activities or functions while getting work done 
through their subordinates. Since these managerial activities are carried out in a sys-
tematic way to accomplish the goals of the firm, it is known as management process. 
In this regard, Henri Fayol identified planning, organizing, coordinating, command-
ing and controlling as the five primary functions of management.12 However, the 
universally accepted basic managerial functions performed for organizational goal 
accomplishment are planning, organizing, leading (directing) and controlling (see 
Figure 1.2).13 Let us now discuss them briefly. 

Planning 
Planning helps an organization in formulating clear-cut objectives and determining 
the best course of action for achieving them. It involves steps such as the analysis of 
the existing environment, forecasting the future scenario, formulating specific objec-
tives and goals, and determining the resources and activities required for goal ac-
complishment. Planning is generally considered to be the foremost function in the 
management process because of its critical role in deciding the success of the orga-
nization. Planning is carried out by all managers at all levels. It forms the basis and 
provides direction for other managerial functions such as organizing, directing and 
controlling. This is because the accomplishment of organizational goals is the ulti-
mate purpose of all managerial functions. 

Planning may initially cost the organization in terms of time and resources but it 
can considerably reduce future uncertainties and difficulties in its operations. It en-
ables the organization to predetermine the right mix of physical and human resources 

Managment
functions

Planning Organizing Staffing Leading
(Directing)

Controlling

Figure 1.2

Management Functions
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to achieve optimum operational efficiency. It also enables the employees to know in 
advance what is expected of them. This knowledge, in turn, can help them to work in 
a systematic manner to fulfil those expectations. 

Organizing 
Organizing is a vital step in converting plans into action by putting in place the neces-
sary structure and resources. Organizing involves the arrangement and allocation of 
the necessary physical and human resources for achieving the goals of the firm. The 
specific steps involved in the organizing process are: (i) establishing the organization-
al structure, (ii) determining the work, authority, responsibility and accountability of 
each member in relation to the job, (iii) assembling and allocating physical, financial, 
informational and other resources required for task execution and (iv) developing 
conditions appropriate for the optimum utilization of available resources. However, 
each firm may require a unique organizational structure based on its goals and the 
availability of required resources.

Since the organizing process involves attracting, assigning and maintaining 
people for goal accomplishment, staffing usually becomes an integral part of the or-
ganizing function. However, due to the complexities involved in the mobilization, 
maintenance and motivation of the employees in the organization, many experts tend 
to view staffing as an independent managerial function. We shall now discuss the role 
and responsibilities of the managers in staffing. 

Staffing 
Staffing function is performed by all the managers when they involve themselves in 
activities related to human resources such as the selection and motivation of their 
subordinates. The guiding principle of the staffing function is the selection of the 
right person at the right time for the right position at the right cost. Managers may 
perform the staffing function jointly with the human resource managers or alone 
in the absence of an exclusive HR department. Generally, the activities involved in 
staffing are recruitment and selection, training and development, performance evalu-
ation, compensation and benefits fixation and industrial relations maintenance. Even 
large organizations with exclusive HR departments widely involve line managers in 
the staffing function. This is because of their good knowledge of the jobs, job holders 
and job environment in their own department.

Leading 
Leading is also known by different terms like directing, supervising and guiding. 
Leading as a managerial function aims at positively influencing the behaviour of 
subordinates. By effectively leading, managers look to secure the best and willing 
cooperation of individuals and groups to achieve the organizational goals. Leading 
essentially involves activities like directing, communicating with and motivating the 
employees. As good leaders, managers should influence, inspire and motivate their 
subordinates as they work. Managers should also establish an encouraging work en-
vironment that keeps the individual and group morale up. The efficacy of leadership 
usually depends on a manager’s own personal traits and also the situation involved. 
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