
UNIT 3: ORGANISING 

&STAFFING 

ME – VTU – Balbheem N, JGi-JCE, Belgaum 



Definition - Organisation 

 No standard definition 

exists 

 Amitai Etzioni 

 Sehein 

 Allen 

 Piffner & Sherwood 

 Allen: process of identifying 

and grouping of work, 

defining and delegating 

responsibility & authority & 

establishing relationships for 

the purpose of enabling 

people to work most 

efficiently together in 

accomplishing their objectives 



Characteristics of organisation 

 A purpose; goal or goals 

 Activities required to 
achieve purpose 

 Classification of activities 
into jobs 

 Establishment of 
relationships between jobs 
in order to ensure co-
ordination. 



Nature of organisation 

• An organization basically consists of group of people who form the dynamic human element 

of the organization 

• Organization helps in identifying the various tasks to be performed which are assigned to 

the individuals to perform to achieve the common objectives or common purpose of the 

organization. 

• It ensures to achieve coordination amongst the people working in various departments of 

the organization. And ensures integrated efforts to achieve organizational objectives or 

goals. 

• It delegates authority to the managers with commensurate responsibility and accountability 

for the discharge of their duties and also amongst different hierarchical levels in an 

organization. 



Nature of organisation (contd.) 

• It also aides in achieving financial, physical material and human resources. 

• Organizations are part of the larger environment and hence they are 

influenced by the external environment. 

• Organization helps in the realization of the plans made by the managers 

• It helps in nurturing and growing special skills and talents by the virtue of 

division of labour 

• It facilities seamless communication  



Process of organising 

• Differentiation means 
segmentation of activities on 
basis of homogeneity 

• Integration is the process of 
achieving unity of efforts 
among various departments 

• Differentiation and 
integration are described as 
seven step procedure. 

Organising means designing 

the organisation structure. 

 

 Manager differentiates and 

integrates the activities of his 

organisation. 



7-step procedure “Process of organising” 

 Consideration of objectives 

 Deciding organisational boundaries 

 Grouping of activities into departments 

 Deciding which departments will be key department 

 Determining levels at which various types of decisions are 
made 

 Determining the span of management 

 Setting up of co-ordination mechanism 

 



Purpose, Type of organisation 
• Business organization: are those organizations which 

are formed with the purpose of earning profits the sole 
purpose being to earn surplus in the form of profits 
without which they cannot survive and grow. Example: 
Firms engaged in manufacturing, trading, services etc 

• Non -profit service organizations: are those 
organizations who do not have the motive of making 
profits but to serve the people of the a specific 
community or a segment of a society. Example: Rotary 
club, Lions club, Orphanages, Charitable hospitals etc. 

• Formal organizations: are officially formed with 
definite structure which describes authority and 
responsibility, relationship and behavior of 
organizational members 

• Informal organization: do not have any official 
recognition and they are formed due to the social 
interaction needs of the people resulting in different 
types of social networks. Found in all formal 
organizations where people come together and form 
social groups for various reasons like common interests, 
friendship or affiliation, satisfaction of emotional needs 

 The purpose of any organization is to achieve 

goals for which it is formed which aims at 

achieving common objectives through its group 

member efforts. 

 The organizations exist for different purpose 

and the efforts for organizational members are 

directed for the achievement of this purpose. 

For example: 

 For business organization the purpose is to 

develop people and their skills for contributing 

towards the growth of the enterprise through 

profits 

 For non-profit organization the purpose the 

objective would be to serve the members of the 

committee in a productive manner 



Principles of organisation 

• Objectives: The objectives of the enterprise influence the organization structure and hence the 

objectives of the enterprise should first be clearly defined. Then every part of the organization 

should be geared to the achievement of these objectives. 

• Specialization: Effective organization must promote specialization. The activities of the enterprise 

should be divided according to functions and assigned to persons according to their specialization. 

• Span of control: As there is a limit to the number of persons that can be supervised effectively by 

one boss, the span of control should be as far as possible, the minimum. That means, an executive 

should be asked to supervise a reasonable number of subordinates only. 

• Exception: As the executives at the higher levels have limited time, only exceptionally complex 

problems should be referred and routine matters should be dealt with by the subordinates at lower 

levels. This will enable the executives at higher levels to devote time to more important and crucial 

issues. 

 



Principles of organisation (contd.) 

• Scalar Principle: This Principle is sometimes known as the “chain of command”. The line of authority 

from the chief executive at the top to the first-line supervisor at the bottom must be clearly defined. 

• Unity of command: Each subordinate should have only one superior whose command he has to 

obey. Multiple-subordination must be avoided for it causes Uneasiness, disorder, indiscipline and 

undermining of authority. 

• Delegation: Proper authority should be delegated at the lower levels oh manager of the 

organization also. The authority delegated should be equal to responsibility; that is each manager 

should have enough authority to accomplish the task assigned to him. Inadequate delegation often 

results into multiplication of staff and service activity.. 

• Responsibility: The superior should be held responsible for the acts of his subordinates. No superior 

should be allowed to avoid responsibility by delegating authority to his subordinates 



Principles of organisation (contd.) 

• Authority: The authority is the tool by which a manager is able to accomplish the desired objective. 

Hence, the authority of each manager must be clearly defined. Further, the authority should be equal 

to responsibility. 

• Efficiency: The organization structure should enable the enterprise to function efficiently and 

accomplish its objectives with the lowest possible cost. 

• Simplicity: The Organization structure should be as simple as possible and the organization levels 

should as far as possible, be minimum. A large number of levels of organization means difficulty of 

effective communication and coordination. Too many committees and excessive procedures Also 

unduly complicate the structure. 

• Flexibility: The organization should be adaptable to changing circumstances and permit correction 

of demonstrated deficiencies in the existing structure without dislocation and disruption of the basic 

design. 



Principles of organisation (contd.) 

• Balance: There should be a reasonable balance in the size of various departments, between 

centralization and decentralization, between the principle of span of control and the short chain of 

command, and among all types of factors such as human, technical and financial. 

• Unity of direction: There should be one objective and one plan for a group of activities having the 

same objective. Unity of direction facilitates unification and coordination of activities at various 

levels. 

• Personal Ability: As people constitute an organization, there is need for proper selection, placement 

and training of staff. Further the organization structure must ensure optimum use of human resources 

and encourage management development programmes. 

• Acceptability: The structure of the organization should be acceptable to the people who constitute it. 

Two things generally happen if people oppose the structure: it is modified gradually by the people, 

or it is used ineffectively. 



Span of Management 

Span of management is also referred as span of control, span of supervision, 
span of authority and span of responsibility.  

Appropriate span of management is important for 2 reasons 

1. Affects the efficient utilisation of managers and effective performance of their 
subordinates 

2. Affects the organisation stucture. 

i.e, Too wide a span leads to manager’s overstraining and less guidance to 
subordinates. Also, leads to flat organisation with fewer management levels 
resulting in over burden. 

Too narrow span leads to under-utilisation of managers and subordinates are over-
controlled. Also, leads to tall organisation with large management levels resulting in 
communication and cost problems. 



Appropiate Span of Management 

Various authors have suggested various span of management.  But, V. A. 
Graicunas points out that the limiting factor is number of relationships supervised.  

Suppose A has two subordinates B & C 

 Direct one-to-one relationships related to subordinates B & C reporting 
directly to A. i.e, B to A and C to A 

 Direct group relationships relate to A talking to B in presence of C or A 
talking to C in presence of C. If there are “n” number of subordinates then 
direct group relationships can be found by 𝑛(2𝑛−1 − 1) 

 Cross relationships is an enhanced relation of direct group relationships where 
subordinates can discuss with each other. Then number of cross relationships 
possible are 𝑛(𝑛 − 1) 

Total number of relations formed would be 𝑛(2𝑛−1 + 𝑛 − 1) 



Drawbacks of Graicunas formula 

 It ignores the frequency and importance of 

relationships. Like, manager’s relationship with 

subordinates depends on his time. 

 Number of factors apart from relationship were not 

considered while framing the formula. For ex., ability 

of manager and employee etc., 



Factors governing  

span of management 

 Ability of manager Manager has span of knowledge, time, energy, attention and personality to 
various degree. Manager with average ability is best suited for span of management. 

 Ability of employee Competent employee needs less attention by manager and hence larger span 
of management and in-competent needs training and supervision hence which reduces span of 
management. 

 Type of work Employees doing same jobs needs larger span of management if not then reduced 
span of management. 

 Well-defined authority and responsibility If policies and procedures are crystal clear then 
superior can manage large number of subordinates. 

 Geographic location Its easy for lecturer to manage a class of 75 students but difficult for a 
salesperson to move to 75 clients at different locations. 

 Sophisticated information and control system close monitoring when deviation 

 Level of management Variable span across various management levels leads to appropriate span. 

 Economic considerations Smaller spans leads to larger cost whereas wide span leads to 
inefficiency. Hence optimal span of management is considered. 



Departmentalisation 

The horizontal differentiation of tasks or activities into discrete segments is 
called departmentalization. Departmentalization is one important step of 
building an organization.  

There are several bases for departmentalization, each of which is suitable 
for particular corporate sizes, strategies and purposes.  

The most widely used base for departmentalization is function. Each major 
function of the enterprise is grouped into a department. 

Example: finance and marketing departments in a manufacturing company 



Advantages 

 It is a simple form of grouping activities for small organizations which 
manufacture only a limited number of Products or render only a limited number 
of services. Everybody in his form of organization understands and feels highly 
secure both in his work and in relationships. 

 It promotes excellence is performance because of development of expertise in 
only a narrow range of skills. 

 It leads to improved planning and control of the key functions. 

 It ensures economy, there is only one department related to one function for the 
entire function. 

 Manpower and Other resources of the company are effectively utilized by 
time-sharing then across products or projects. 



Drawbacks 

 It fosters sub-goal loyalties. It is difficult for anyone to understand the task of the whole and to 
relate his own work to it. Each manager thinks only in terms of his own departmental goals and 
does not think in terms of the company as a whole. Example: the manufacturing department may 
concentrate on meeting cost standards and delivery dates, and neglect quality control. Result: the 
sales or marketing department may be flooded with complaints lead to inter-departmental conflicts 
and disagreements, feuds, misunderstandings etc. 

 Does not offer a good training ground for the overall development of manager who gains 
expertise in handling problems of his particular department only 

 Unsuitable for organizations which are large in size, complexity or innovative scope. 

 In this form the customer needs evoke conflicting interpretations from each department head like the 
story of twelve blind people and an elephant. 

 In this form the procedures are overly complicated, wasteful and time consuming weakness called 
organizational arthritis develops where the structure is rigid and resists adaptation. 

 It is difficult to judge whether the activities of a particular department are worth their cost. 



Products 

 Eminently suited for large organization manufacturing a variety of products. 

 For each major product a separate semi autonomous department is created and is put 
under the charge of a manager who may also be responsible for producing profit of a 
given magnitude. 

 For each department, all the needed manufacturing, engineering, marketing, manpower 
and other  facilities are assembled.  

 Product departmentalization is the logical pattern to be followed when each  product 
requires raw materials, manufacturing technology and marketing methods that are 
markedly different from others from those used by other products in the organization. 

 Example: many companies like Hindustan Lever, Richardson Hindustan and Johnson & 
Johnson have product based departments. 



Advantages (products) 

 This form relieves top management from operating task responsibility 
and therefore can concentrate on such centralized activities such as 
finance, R&D and control. 

 Enables top management to compare performances of different 
products and invest more resources in profitable products and withdraw 
resources from unprofitable ones. 

 In this form as the responsibility is entrusted on a particular department 
head, he is stimulated for improving his performance. 

 In this form natural team work develops as each worker sees that his 
contribution is needed to make the whole product. 



Drawbacks (products) 

 This form results in duplication of staff and facilities. 

 Extra expenditure is incurred in maintaining a sales 

force for each product line. 

 Employment of a large number of managerial power 

is required. 

 Equipment in each product may not be utilized fully 



Customers 

 An enterprise may be divided into number of departments on 
the basis of the customers that it services. Example: An 
electronics department may be divided into separate 
departments for military, industrial and consumer customers. 

Regions or territory: 

 When production or marketing units of an organization are 
geographically dispersed in various locations, it is logical to 
departmentalize those units on a geographical basis. Example: 
The Indian railways are departmentalized on this basis like 
north, west, south, eastern, central are departments in this sense. 



Advantages (Customers) 

 Motivates each divisional head to show high performance. 

 Provides each regional head an opportunity to adapt to his local 
situation and customer need with speed and accuracy. 

 Affords valuable top management training and experience to middle-
level executives. 

 Enables the organization to take advantage of location factors, such as 
availability of raw materials, labour, market etc. 

 Enables the organization to compare regional performances and invest 
more resources in profitable regions and withdraw resources from 
unprofitable ones 



Drawbacks (Customers) 

 Gives rise to duplication of various activities and many 

of the routine and service functions carried out by the 

regional offices can be carried out centrally by the 

head office very economically. 

 Many regional units may forget the overall interest of 

the total organization. 



Major disadvantages of 

departmentalization 

 Accidental occurrences when carried out from one shift 

to another affect the product of the other shift also. 

 Workers working in the shift may incomplete work to 

workers of the following shift. 

 Difficult for the manager to correctly measure the 

performance of certain department 



Matrix Organisation 

 Read pages 130, 131 and 132 to know about Matrix 

organisation, its advantages and drawback. 



Committees 

 A committee is a group of people who have been formally assigned some task or some problem for their decision 
and implementation 

 Classification of committees: be broadly classified into advisory committees and executive  committees. 

Advisory committees: 

 Committees are vested with staff authority 

 Only have a recommendation role and cannot enforce implementation of their advice or recommendation. 

 Examples of advisory committees formed in business enterprises: works committees, sales committees, finance 
committees etc. 

Executive committees:  

 Vested with the line of authority 

 Not only take decisions but also enforce decisions and thus perform a double role of taking a decision and 
ordering its execution. 

 Example: Board of directors is an example of an executive committee. 



Committees (contd.) 

 Are also classified as standing committees or ad-hoc task forces. 

Standing committees:  

 Are formed to deal with current organizational problem. 

 Members of this committee are chosen because of their title or position, instead 
of individual qualifications or skills. 

 Example: finance committee in a company, loan approval committee in a bank 
etc. 

Ad-hoc committees:  

 Have a short duration, dissolved after the task is over, or the problem is solved  

 and their members are chosen for their skills and experience 



Advantages (committees) 

 People get an opportunity to better understand each other’s problems and 
move towards organizational goals. 

 Provide a forum for the pooling of knowledge and experience of many persons 
of different skills, ages and backgrounds which helps in improving the quality of 
decisions. 

 Provide an opportunity to many persons to participate decision-making process. 

 Are excellent means of transmitting information and ideas, both upward and 
downward 

 Contribute indirectly to their training and viewpoints. 

 Are impersonal inaction and hence their decisions are generally unbiased and 
are based on facts and there is no fear of single individual taking a decision. 



Weaknesses (Committees) 

 Committees keep up minutes and waste hours by setting up a committee which takes a longer time to get action 
than from an individual manager. 

 If wrong decision taken, no member can be individually blamed which encourages irresponsibility among 
members of the committee. 

 Can be expensive form of administration where huge amount is spent on convening meetings and giving 
allowances to the members. 

 Members of the coordinating committees feel appointed to protect their interests of the departments rather than 
finding appropriate solution to the problem. 

 Have a tendency to perpetuate themselves and difficult to dissolve them. 

 Decisions are generally based on some compromise among members which are not best decisions which results in 
log rolling. 

 Consists of large number of persons, difficult to maintain secrecy. 

 Chairman often changes, influence accumulate in the hands of some other person which may result in domination 
and may bring about resistance from others. 



Authority and responsibility 

 Authority is the institutionalized right of a superior to 

command and compel his subordinates to perform a 

certain act. Rests in the chair or position. If position 

changes the authority of the individual also changes. 

 Responsibility is the obligation the subordinate to obey 

these commands. Whenever a superior assigns a task to 

him, it is the responsibility of the subordinate to perform it 



Use of authority 

 It enforces the obedience to norms: The subordinate who 
accepts the authority of the superior is motivated to an extent 
that by the fear of sanctions against him. 

 Secures expertise in making the decisions: Helps to enable 
the enforcement and execution of expert advice given by the 
specialists in the organization. 

 Permits centralization of decision making and coordination 
of activity: It is possible to centralize the function of decision 
making and force all the members to take mutually consistent 
decisions 



Responsibility (contd.) 

 Responsibility for: Is the obligation of a person to 
perform certain duties in job description or accepted by 
him 

 Responsibility to: is his accountability to superiors and 
associated with check up, supervision, control and 
punishment 

 Responsibility cannot be delegated or transferred. The 
superior can delegate to subordinate the authority to 
perform and accomplish a specific job 



Decentralization of authority 

 The delegation of authority by an individual manager is closely related to and organizations decentralization 

of authority. Management has to decide the amount of decision-making authority should be centralized in the 

hands of the chief executive and the amount to be distributed among them at lower levels.  

The greater the decentralization  

 The greater is the number of decisions made at the lower levels.  

 The greater are the important decisions made at the lower levels.  

 The greater is the number of decisions made at the lower levels  

 The fewer are the people to be consulted at the lower level and lesser is the checking required on the 

decisions made at the lower levels.  

 Centralization and decentralization are not absolute but relative.  

 Absolute centralization is not possible except in one man enterprise.  

 Decentralization characteristics all organizations and there cannot be absolute decentralization of authority 



Distinction between  

delegation and decentralization 

Delegation 

 is a process, which refers to the granting 

of authority and the creation of 

responsibility between one individual to 

another  

 superior continues to be responsible for 

the work delegate to his subordinates  

 is vital and essential to the management 

process and only through delegation 

subordinates can be involved in the 

organization and management can get 

things done   

 

Decentralisation 

 is the end result of delegation and 

dispersal of authority  

 the superior is relieved from his 

responsibility for the work decentralized 

and the subordinate becomes liable for 

that  

 is optional and may or may not be 

practiced as a systematic policy.   

 

 



Advantages of decentralisation 

 Reduces the problem of communication and red tape: As organization grows bigger it takes long time for top 

managers to make decisions. Decentralization unclogs the communication process and improves efficiency.  

 Permits quicker and better decision making: The employees being close to the work, knowledgeable often make 

better and swift decisions than their superiors who are not in touch with the specifics of the situation  

 Recognizes and capitalizes on the importance of the human element: Gives more power, prestige and status 

and feel more motivated and satisfied in their jobs  

 Leads to a competitive climate within the organization: Where each division is made into a distinct profit 

centre, its head is encouraged to to exercise initiative and ingenuineity.  

 Ensures the development of employees: Because the employees are to be excellently trained for promotions 

into positions of greater authority and responsibility.  

 Facilitates diversification of products activities and markets: Was demonstrated by Alfred D Chandler by his 

study on DuPont, General Motors and Standard Oil. Initially these companies had a centralized organizational 

structure due to limited products but as companies expanded these companies decentralized their operations to 

provide greater independence and convenience.   



Advantages of centralization 

 Coordination of activities of subordinates are better achieved  

 No duplicate of efforts or resources.  

 Decisions taken account the interests of the employees of the entire organisation  

 Strong central leadership develops. 



Management by Objectives(MBO) 

 MBO is a process whereby subordinate and superiors of an organization jointly define 

common goals, define each individual major areas of responsibility in terms of results 

expected of him and use these measures as guides for operating the unit and assessing 

contribution of each of its members.   

Process of MBO 

 Establishment of goals for the whole organization by the top-level management.  

 Establishment of departmental goals in line with organizational objectives.  

 Preparation of specific goals by subordinates within the framework of their unit or departmental 

goals.  

 Joint discussion between superior and subordinate and reaching an agreement on goals.  

 Joint review at regular intervals and comparing progress with predetermined goals. Corrective 

measures taken if required.   

 



Advantages of MBO 

 Integration of individual and organizational goals.  

 Results in development and utilization of human resources,  

 Improvement in productivity  

 Improved communication between superiors and subordinates.  

 Motivates subordinates at lower levels as they are also part of goal setting  

 Increases commitment towards goals  

 Helps in performance appraisal  

 Helps to achieve clarity of goals. 



Management by exception (MBE) 

 Management by Exception is a management style wherein managers intervene only when 

their employees fail to meet their performance standards.  

 If the employees are performing as excepted, the manager will take no action. It is an 

organizational system where in which managers delegate as much responsibility as possible to 

those who below them stepping in only when it is absolutely essential.MBE policy focuses on those 

issues or events in which there is a deviation from the established standard. Management spends its 

valuable time on important strategic issues. Attention is given only when there is a deviation.   



Nature and importance  

of proper staffing 

 The process of recruiting, retaining, developing and nurturing the workforce is called staffing   

Advantages of proper and efficient staffing   

 It helps in discovering talented and competent workers and developing them to move up the 

corporate ladder.  

 Ensures greater production by putting the right man in the right job.  

 it helps to avoid a sudden disruption of an enterprises production run by indicating shortages of 

personal if any in advance.  

 Helps to prevent underutilization of personnel through over manning and the resultant high labour 

cost and low profit margins.  

 Provides information to management for the internal succession of managerial personnel in the 

event of unanticipated turnover.   

 



Recruitment 

 is defined as the process of identifying the sources for prospective candidates and to stimulate 

them to apply for the jobs.  

 Is also defined as the generating of the applications or applicants for specific positions.  

 Is defined as the process of attracting potential employees to the company.  

 The management should have a proper plan of recruitment regarding the quantity and quality 

of personnel required and the time when it is needed.  

Sources of requirement:   

 Can be broadly classified into two categories: internal and external  

 Internal sources refer to the present working force of the company. vacancies other than the lowest 

level may be filled by the existing employees of the company.   

 



External sources of recruitment are 

 Re-employing former employees: laid off employees or employees left due to personal reasons 

may be reemployed who may require less training compared to the strangers of the enterprise.   

 Friends and relatives of the present employees: personnel with a record of good relationships 

may be encouraged to recommend their friends and relatives for Appointment in the concern where 

they are employed.  

 Applicants at the gate: suitable unemployed employees who call at the gates of the factories or 

companies are called are interviewed by the factory or company personnel and those who are 

found suitable for the existing vacancies are selected.  

 College and technical institutes: many big companies remain in touch with the colleges and 

technical institutions to recruit young and talented personnel.   



External sources of recruitment are 

 

 Employment exchanges: employment exchange set up by the government for bringing together 

those men who are in search of the employment and these who are in search of employment and 

those who are looking for men. Employment exchanges are considered a useful source for the 

recruitment of clerks, accountants, typists.  

 Advertising the vacancy: can be done by advertising the vacancy in leading news papers which 

may be used when the company requires services of persons possessing certain special skills or 

when there is acute shortage of labour force.  

 Labour unions: persons are sometimes recommended for appointment by their labour unions.  



Selection 

Steps in the selection procedure:  

 Job analysis: Is the process by means of which a description is developed of the present methods 

and procedures of doing a job, physical conditions in which the job is done, relation of the job to 

other jobs and other conditions of employment.  

 Job description: The results of the job analysis are set down in job descriptions for production 

workers, clerical people and the first-line supervisors and managers also.  

 Job specification A job specification is a statement of the minimum acceptable human qualities 

necessary to perform a job satisfactorily.   

 



Commonly used selection procedure 

 Application bank: Filling the application blank by the candidate is the first step in which the 

applicant gives relevant personal data such as qualification, experience, firms in which he has 

worked.  

 Initial interview: Selected personnel based on the particulars furnished in the application blank 

are called for the initial interview by the company Which is the most important means of evaluating 

the poise or appearance of the candidate.  

 Employment tests: Are used for the further assessment of the candidate of his nature and abilities 

certain tests are conducted by the company.   

 Checking references: used to know about the important personal details about the candidate, his 

character, past history his background verified from the people mentioned in the application after 

selection and found satisfactory at the interview.  

 



Commonly used selection procedure 

 Physical or medical examination: is another step in selection procedure. The objectives of this 

examination are (i) to check the physical fitness of the applicant for the job applied for (ii) to 

protect the company against the unwarranted claims for compensation under certain legislative 

enactments.  

 Final interview: This interview is conducted for those who are ultimately selected for employment 

and the selected candidates are given an idea about their future projects within the organization. 

  



Employment tests 

 Aptitude test: is used in finding out whether a candidate is suitable for clerical or a mechanical job 

which helps in assessing before training as how well the candidate will perform the job.  

 Interest test: is used to find out the type of work in which the candidate has an interest.  

 Intelligent test: used to find out the candidates intelligence and candidates mental alertness, 

reasoning ability, poor of understanding are judged.  

 Trade or performance achievement test: this test is used to measure the candidate’s level of 

knowledge and skill in the particular trade or occupation in which all he will be appointed, in case 

he is finally selected. in this test the candidate is asked to do a simple operation of the proposed 

job. Example: A candidate for a driver may be asked to drive to test his driving proficiency, a 

typist may be asked to type out some letters to find out his speed and efficiency.  

 Personality test: is used to measure those characteristics of a candidate which constitute his 

personality. e.g. self-confidence, temperament, initiative, judgement, dominance, integrity, 

originality. Personality tests are very important in the selection process.   



Informal organization 

 These are the those group of individuals and their interrelationships which while not intended 

by formal authority, supplement or modify the formal structure and subsequently alter its 

defacto functioning and these are those groups where the individual identifies himself.   

Theories on the formation of informal groups.   

 Propinquity theory: Means that individuals affiliate to one another because of spatial or 

geographical proximity in an organization where employees who work in the same area or office 

become close to one another.  

 Similarity or balance theory: people with similar attributes, interests and work-related needs are 

attracted to one another where in the employees form union for fighting indiscrimination or 

unilateral treatment of the employer.  

 Complementarily theory: In this theory the people with complimentary needs and/or abilities are 

attracted to one another.   

 



Informal organisation (contd.) 

 Social comparison theory: individual suffers from the need of self-evaluation and he wants to test 

himself against other members to determine whether or not his ideas, opinions, and judgments 

correspond to those of others in the group.  

 Interaction theory: Group formation is the result of activities, interactions and sentiments and the 

more activities they share, the more numerous will be their interactions and the stronger will be their 

sentiments.  

 Exchange theory: Group formation is based upon reward-cost outcomes of interaction. Rewards 

from interactions gratify the needs while costs incur anxiety, frustration, fatigue or boredom.   



Type of informal groups 

 Social overlays: comprises of employees with similar work-related needs that bring them together.  

 functional overlays: compromising employees who exert influence and affect the course of action 

on account of an extra-ordinary amount of knowledge they posses.  

 decision overlays: compromising employees who are respected and consulted on account of their 

old age, nature judgement and wisdom over and beyond their position or function.  

 power overlays: compromising employees who have a distinct power of authority.  

 communication overlays: compromising employees who occupy central positions on channels of 

communication. 



Distinction between  

formal and informal organization  

 it is natural and spontaneous structure, arising 

out of the social tendency of people to 

associate and interact.  

 values goals and tasks predominantly centred 

around individual and group satisfaction, 

esteem, affiliation, friendship.  

 it is shapeless and there are a number of multi-

directional, intricate relationships which can be 

easily charted.  

 there is unwritten system of reward and 

punishment and rewards take the form of 

continuous membership, social esteem, 

satisfaction, group leadership.   

 it is prescribed structure of roles and 

relationships Consciously coordinated towards 

a common objective  

 its values goals and tasks are predominantly 

oriented towards productivity, efficiency, 

growth and so on.  

 well defined in shape, majority of the formal 

organisations being pyramid shaped.  

 there is prescribed, mostly written system of 

reward and punishment and the rewards can 

be monetory or non-monetory.  

 this organization is usually very enduring and 

may grow to any size.   



Reference: Principles of management by P C Tripathi and P N Reddy 

Thank you !! 


