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Understanding Organizations

CHAPTER 1

OPENING CASE

A Perplexed Entrepreneur
M/s Agrawal Enterprises

Agrawal was a non-resident Indian (NRI) based in Canada. A graduate in engi-
neering, he also held a post-graduate degree in production engineering from an 
institute of international repute. Although he received several lucrative offers 
from various organizations in his campus interviews, he rejected them as he 
had a strong drive to be his own boss and function independently. He decided 
to launch his own consultancy  rm,  Agrawal Consultants. Within a short span 
of time, he became famous and reaped the bene  ts of a thriving practice in 
New Jersey. However, despite the success of his operations, Agrawal harboured 
thoughts of returning to India. 

During the period 1981–82, the Government of India appealed to NRIs to 
invest in various businesses in their home country. Many NRIs responded to 
the request and Agrawal foresaw an opportunity in this idea. He found it hard 
to resist and invested a substantial sum in a few businesses that offered high 
rates of return on investment at that point of time. After conducting lengthy 
discussions with an Indian businessman, he passed on his decision of returning to 
India to his clients in New Jersey. Despite consistent persuasion from his clients 
to continue in New Jersey with his well-established practice, Agrawal returned 
to India after a 15-year stint in the US.

After his return to India, he established contacts with the companies in which 
he had invested, and studied all the related  nancial documents carefully. Earlier, in 
New Jersey, many  rms had bene  ted from his consultancy services.  A majority 
of those clients were producing special-purpose hydraulic and pneumatic pumps. 
He had advised them with regard to design and manufacture of components. He 
also assisted them with assembly and quality control parameters. He lived up to 
the expectations of consumers and the clients never received any complaints. 

In due course of time, he wanted to start his own venture. Having gained 
con  dence in his  eld of expertise, Agrawal decided to start an organization 
that aimed to design, manufacture, and sell hydraulic and pneumatic pumps. 
Accordingly, he chose the location in an industrial area located in his native 

LEARNING OBJECTIVES

After studying this chapter, you will 
be able to
 • Understand the role of an 
organization

 • Gain an insight into the role 
and importance of people in the 
organization

 • Appreciate the importance 
of leadership and recognize 
the various leadership styles 
practised in an organization

 • Understand the concept of job 
attitudes 
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Understanding Organizations 5

state. He applied for a trade license, registered his  rm, 
and appointed technical and administrative personnel. Dur-
ing the next six months, he procured the machines, and 
spent four months in erecting and commissioning them. He 
appointed an expert mechanical engineer to look after the 
quality control department. Meanwhile, he secured orders 
for the pumps. Once all the necessary equipment was in 
place, he began producing and selling the products in the 
domestic market. 

To take his initiative forward, Agrawal recruited 
salespersons, who were fresh diploma holders in sales 
management from a local management institute. They 
were assigned the job of delivering the pumps directly to 
customers without the intervention of distributors or deal-
ers. Gradually, pressure began building up, and customers 
wanted him to expedite delivery. Agrawal, in turn, advised 
his team to act upon the orders with immediate effect. His 
team strived hard to cope with the demands. 

In order to meet the urgent need for increasing pro-
duction, Agrawal appointed a production manager. For 
the sake of the study, we shall address him as PM. PM 
was a quali  ed, disciplined manager, and a hard taskmas-
ter. Towards the end of each day, he would collect the 
production  gures. While most operators strived hard 
to meet their targets, some operators tried to express 
their dif  culties and grievances. However, PM did not pay 
attention to their grievances. 

There was one noteworthy incident that occurred, 
when a team of three of  cials visited Agrawal’s  rm for 
capacity assessment. During inspection, they enquired with 
a line supervisor about his duties and responsibilities. The 
supervisor could not give a clear answer as the employees 
were not clear about their roles in the  rm. Soon after the 
inspection, the of  cials met Agrawal in his of  ce, where PM 
was already present. Agrawal very politely postponed the 
discussion with PM until the next day. When PM left the 
of  ce, Agrawal began the discussion with the team. He did 
not introduce PM to the team members, who later learnt 

about PM’s position. The team discussed issues pertaining 
to the product being manufactured in the  rm. However, 
despite being aware of Agrawal’s technical expertise from 
interviews in a leading business periodical that highlighted 
several of his success stories in New Jersey, the team did 
not place the order.

On another occasion, a customer had complained about 
the malfunctioning of some pumps and some others had 
expressed dissatisfaction. Agrawal replaced the defective 
pumps with an equal number of new pumps from the 
assembly line. However, customers continued to complain 
about the product and the situation was becoming serious, 
with one customer threatening to  le a lawsuit.

Despite being a renowned consultant and entrepre-
neur, Agrawal was utterly confused. In order to solve 
the impending issues, he discussed the situation with his 
friend, a successful organizational leader and stalwart in 
a multinational company. His friend underlined the dif-
ference between the business scenarios in India and the 
US, and advised Agrawal to take assistance from an Indian 
human resources (HR) expert. Eventually,  Agrawal selected 
Mr M.S. Menon, an HR expert, to advise him.

Mr Menon studied the situation and decided to execute 
organizational diagnostics. However, he advised  Agrawal to 
arrange for a trust-building workshop for his supervisory 
employees immediately. 

Learning points
 • Organizations should develop their workforce and 
ensure that their roles are clearly speci  ed. 

 • Adhering to the appropriate leadership styles will 
produce the desired results.

 • Understanding people is imperative for organizational 
growth.

 • Mutual trust between people leads to organizational 
effectiveness.

(Based on a case from Haldar, U.K., Human Resource 
Development, Oxford University Press, New Delhi, 2010.)

INTRODUCTION TO  ORGANIZATION 

An organization, be it a government, a corporation, or a private enterprise, is a social unit with 
certain specific objectives. A broader definition of an organization may also include a family, 
school, football team, temple, church, mosque, etc. Organizations fulfil a large variety of our 
societal and personal needs and affect a large segment of our society. Parsons (1979) perceives 
organizations as ‘a social unit which is deliberately constructed and reconstructed to seek specific 
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6 Human Resource Management

goals’. The  structure of the organization is created and maintained through a process comprising 
the following steps:

1. Determining specifi c activities essential to accomplish the organizational objectives 
2. Clustering activities into ‘activity packages’ and assigning them to competent personnel 
3. Creating a network or organizational hierarchy for the purpose of planning, motivating, 

communicating, coordinating, and controlling 

Th us, an organization is a social entity that is directed by goals, with a consciously structured activity 
system and a relatively identifi able boundary. 

Organizational leaders strive for sustenance and growth of the organization. In a competitive business 
scenario, organizations need talents and creative personnel to enhance their growth through innova-
tions.  Creativity is the ability to discover new relationships and ideas.  Innovation refers to the practical 
implementation of new ideas in the workplace. Finding out the causal relation that exists between the 
assertiveness of a person and his/her performance level is a creative task. It can be measured to enhance 
the level of assertiveness of the people in the workplace by suitable means, thereby enhancing their 
performance. Th us, the idea is implemented in real life and is called innovation. If an organization does 
not encourage innovation, it is likely to perish eventually.

Innovation is an ongoing process. In a changing business environment, organizations need to cope 
with changes. Th us, organizations must transform or change themselves in order to survive and grow 
in the society. 

It is also important to know that these changes should be accommodated as early as possible. Th e 
law of the jungle was ‘survival of the fi ttest’. In today’s business scenario, the rule has changed to ‘survival 
of the fastest’. In addition, the maxim ‘slow and steady’ has changed to ‘fast and consistent’. Although 
though transformation is considered a major undertaking with a high price, when implemented, the 
rewards surpass the painstaking eff orts. Prior to transformation, it is important to understand the 
culture and values of an organization. Th e culture of the organization speaks about the norms, beliefs, 
and behaviours that are shared by the members of the organization. Values indicate greater awareness, 

including those testable in the physical environment and those testable only by 
social consensus (Pareek 2008). 

 Core beliefs drive an organization towards success. Positive core beliefs com-
bine to create an organization’s formula for success. For instance, the core values 
and beliefs of Tata Consultancy Services are integrity, understanding, excellence, 
unity, and responsibility. Exhibit 1.1 shows the same for a famous brand, Lijjat.

The maxim ‘slow and 
steady’ has changed to 
‘fast and consistent’ in 
today’s time.

Mahila Griha Udyog Lijjat Papad, popularly known as Lijjat, 
is an organization comprising women employees. Lijjat 
was the brain child of seven semi-literate Mumbai-based 
Gujarati housewives. Lijjat believes in the philosophy of 
sarvodaya and collective ownership. It accepts all its work-
ing members as owners who take part in both pro  ts and 
losses equally. Consumers of Lijjat products consider the 
products as their own house-hold products. Members are 
also co-owners of the company and are fondly referred 

to as bahena or sisters. The organization’s decisions are 
based on the consensus of every member who has the 
right to veto a decision. Its work culture is based on 
values and mutual trust.

Over the years, Lijjat’s members have expanded from 
seven to over 42,000 throughout India. In 2005, Lijjat 
received the Brand Equity Award from the then President 
of India, Dr A.P.  J. Abdul Kalam. 

Exhibit 1.1 Core beliefs of Lijjat 

(Contd)
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Understanding Organizations 7

 Culture also plays a dominant role in organizations and societies. Moreover, organizational culture 
and social culture are relevant to change management. Generally, a team undertakes the responsibility of 
planning, designing, and implementing a change. Th e members come from diverse cultures and are dictated 

by their social and economic backgrounds. Th ey possess a variety 
of values and attitudes. In an organization, certain prevailing 
values must be preserved. If a change agent who is an impatient 
reformer, attempts to introduce a change in a society or an 
organization by disregarding the prevailing values, problems will 
defi nitely arise. Th is necessitates a proactive approach to change.

Organizational culture can be positive or negative. A 
positive organizational culture reinforces the core beliefs and 
behaviours desired by a leader. Organizational leaders strive to 
achieve the business goals that create a positive culture condu-
cive to eff ective work culture. A negative culture, on the other 
hand, becomes toxic, poisons the life of the organizational 
members, and hinders any future potential for growth of the 
organization. Obviously, there is an inevitable bridge joining 
organizational culture and the level of success that it enjoys 
(Peters and Waterman 1982). 

Th e organizational culture can be infl uenced by the busi-
ness environment as well. Th e impact of external variables cannot be seen or felt directly, but is critical to 
the understanding of organizational culture and therefore, must not be ignored. For instance, industry 

and government systems impact an organization’s internal culture. Leaders in any 
organization must be prepared to face these transformations and stand up to them.

In other words, to survive, grow, and march towards excellence, organizations 
need competent leaders. Leadership skills must be developed within managers as 
diff erent situations need diff erent styles of leadership. 

ORGANIZATIONS AND LEADERSHIP

Q 1   Leadership drives an organization and can make or mar it. Any defi ciency in leadership can simply cre-
ate a culture of compliance rather than a culture of commitment. A leader can become a true learner 

Today, Lijjat has diversi  ed into various activities. Apart 
from its world-famous papads, it also comprises the 
following: 

1. A  our division at Vashi in Mumbai where  our is 
milled from urad dal and moong dal

2. A masala division and a quality control laboratory at 
Cottongreen where different spice powders such as 
turmeric, chillies, coriander and ready mix masalas 
such as garam masala, tea masala, pav bhaji masala, 
Punjabi chole masala are prepared and sealed into 
packets

3. A printing division, along with a labelling and packaging 
unit 

4. An advertising division at Bandra in Mumbai
5. A khakhra division at Buhari in Valod 
6. Chapati divisions at Wadala, Borivali, Mulund and 

 Kandivali
7. A polypropylene unit at Kashi-Mira Road
8. A vadi-producing factory and a bakery division at Valod 
9. A detergent powder and cake-manufacturing unit at 

Pune and Hyderabad

Source: www.lijjat.com, last accessed on 8 January 2010.

Exhibit 1.1 (Contd)

A ‘culture of 
commitment’ takes an 
organization to a win–win 
situation.

As suggested by you, we 
are  identifying suitable 
managers who possess 
special leadership skills.

Do not forget to keep in mind 
that such an individual should 
be creative, innovative, and 
should be able to cope well 
with the changing environment.
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8 Human Resource Management

only though personal development. He must learn, unlearn, and relearn. Once created, this ‘culture of 
commitment’, can take an organization to a win–win situation.

People’s mindsets cannot be forcefully changed. Any attempt to forcefully change their mindset may 
simply lead to disaster. However, organizational transformation imposed on followers is fi rst resisted 
and then resented by them. To be successful, leaders should fi rst impose change on themselves and then 
cultivate it in others. Generally, exemplary leadership is most eff ective in cases where leaders slowly 
change the mindset of members of the organization. It is important to understand that transformation 
must begin within the heart and mind of the leader. 

Th e members of the organization aim to serve its mission and signifi cantly impact its culture. 
Organizations rely more on the transformation of its leaders rather than on the transformation of 
subordinates or systems. 

THE ORGANIZATION AND ITS  PEOPLE

According to Kaufman (2002), ‘An organization is only as good as its people.’ People are the most 
valued resource in any organization. One has to create the organizational culture that is marked by a 
culture of commitment and nurture people to make them eff ective. Th e elements of McKinsey’s 7-S 
framework could be considered during the course of development of human resources. Th is concept 
will be taken up later in the chapter.

Kaufman (2002) highlights the contribution and role of people in an organization. As discussed, 
an organization is a framework where people operate or work together for a common goal. Consul-
tants at McKinsey developed the 7-S framework with seven aspects—strategy, structure, system, staff , 
skill, style, and ‘super ordinate goal’ at the core. A company may possess excellent technology, strategy, 
structure, and systems; yet it may not be able to achieve success. Present day organizations rely heav-
ily on technology while they inadvertently ignore the people (staff ), employee profi ciency (skill), 
and the pattern of interaction of the organizational members (style). In the McKinsey 7-S framework, 
the term ‘style’ bears a special connotation and refers to the way organizations introduce young recruits 
into the mainstream of activities. It also denotes the manner in which they manage their careers as 
the new recruits develop into future managers.

Apart from the new recruits, long-standing employees also need renewal. Th e experienced employ-
ees need to keep themselves updated with the latest happenings and cope with the new surroundings 
and strategies. 

On the other hand, for organizations to develop, people must undergo signifi cant changes at various 
points in their development. It is the people who develop the organization and not the technology, system, 

or infrastructure. Th us, people management is the most vital consideration. How-
ever, the policies followed in various situations seem to be contradicting this view. 

Today, the role of HR functions is changing. Customer focus and customer 
satisfaction are the buzzwords. Organizations are emphasizing on teamwork, 
and thinking in terms of ‘teaming beyond domain’. With regard to leadership, 
visionary leadership is getting importance.

THE  CHANGING ROLE OF  HR FUNCTIONS

Q 2   Th e business scenario is ever-changing. Th ere are several reasons that generally aff ect and invite changes 
in organizations, such as multiple and fast-paced technological innovations. Products, processes, and 

The term ‘style’ bears 
a special connotation, 
referring to the way 
organizations introduce 
young recruits into the 
mainstream of activities. 
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Understanding Organizations 9

know-how are fast becoming obsolete and there is scarcity of natural resources. Th e costs of basic 
resources have increased and there is rising cost sensitivity and quality consciousness among custom-
ers. Competition has multiplied and there are frequent changes in regulatory mechanisms, and socio-
economic structures. Besides, the onslaught of liberalization, privatization, and globalization have led 
to the growth and popularity of information technology, proliferation of environmental and consumer 
interest groups. Th e last decade has witnessed a shift  from industrial-era models to knowledge-era models 
among organizations. 

Customers are more demanding, quality-conscious, and cost-sensitive. Hence, organizations have 
begun to shift  from the traditional platforms to total quality management (TQM) organizations. 
Th ey no longer view employees as the source of the problem; on the contrary, they try to identify the 
problems in the processes. Th e benchmark for measurement has shift ed from individuals to processes. 
While motivating people, more emphasis is laid on removal of barriers. With respect to employees, 
development has replaced control. ‘Prevention of errors’ has replaced ‘reduce variation’ and ‘correct 
errors’. Furthermore, the product market is more competitive than ever before. 

Th ough organizations belonging to diff erent industries vary in size and nationality, there are four 
common themes that characterize the process of and ultimately shape the organizational transforma-
tions. Th ese comprise the following:

1. Focusing on the customer
2. Teaming and supporting non-hierarchical and informal structures
3. Visionary leadership
4. Change in language and style

Focusing on the Customer
Times have changed and present-day organizations depend on their customers. Th erefore, it is impor-
tant to understand their customers’ current and future needs, meet their requirements, and strive to 
surpass customer expectations. Many organizations carry out research to unveil customer needs and 
expectations in order to ensure that the objectives of the organization are linked to customer needs 
and expectations. It must be realized that crucial activities measure and enhance both customer 
satisfaction and customer relationship management. Contextually, communicating relevant informa-
tion to employees (the internal customers) throughout the organization is also an essential require-
ment.

Th ese activities are essential in order to increase revenue and market share, boost eff ectiveness, 
execute fast responses to market opportunities, improve customer loyalty, and eventually, lead to more 
business opportunities. In one way or another, most organizations have made signifi cant changes in 
the way they think about their business and their customers. Th e focus of business has changed from 
‘working with money’ to ‘working with the customer’. Th e corporate vision and credo must illustrate 
the magnitude of this redefi nition of the business. Th e employees (the human capital) are required to 
be developed to perform tasks related to customer orientation, satisfy and delight the customers, and 

convert prospective customers to actual customers.
In order to develop customer focus, the following activities are unavoidable:

1. Understanding customer orientation
2. Identifying the intrinsic needs of customers

Crucial activities measure 
and enhance customer 
satisfaction and CRM
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10 Human Resource Management

3. Satisfying and delighting customers
4.  Increasing certain competencies such as logical 

thinking and teamwork
5.  Enhancing interpersonal communication
6.  Reinstating mental balance and stability
7. Encouraging continuous learning 

Converting prospective customers to actual customers 
requires knowledge about the business, persuasiveness, and 
negotiating skills. Th ese competencies may be developed 
through training and development, which comes within 
the purview of human resource management (HRM). 
Th ese topics would be discussed in greater detail in further 
chapters.

Teaming and Supporting Non-hierarchical and Informal Structures
Th e functioning of formal organizations diff ers from that of informal organizations. While informal 
organizations rely heavily on working in voluntarily-formed teams, formal organizations also encourage 
working in teams for improved performance. Non-hierarchical and informal structures also enable faster 
working and decision-making, which in turn, ensure organizational eff ectiveness. In the transformation 
process, teaming across organizational boundaries appears to be a hallmark of successful companies. In 
fact, a number of companies have eliminated many traditional organizational boundaries completely. 
Besides eliminating job titles, some companies have also done away with functional departments. 

Project teams are seen to organize work, and people join teams based on their 
competencies and interest. Consequently, HR functions have been shift ed to 
the ‘functional departments’. As such, in most organizations, HR functions have 
now become ‘line functions’ and not ‘staff  functions’. Added to this, organizations 
today are foregoing departmental affi  liation and encouraging working in teams. 

It is also believed that shift ing of HR functions to line is an organizational transformation and 
transformational leadership can ease out this transfer and enable smooth transition. Knowledge of 
transformational leadership styles may be instilled through leadership development. 

Visionary Leadership 
A visionary leader must possess spontaneous dynamism and respect for others, make sacrifi ces for 
teammates, and foster creative thinking. Visionary leaders must also have qualities such as good com-
munication skills, decision-making skills, human relation skills, and commitment to achieving goals. 
Inspiration and a practical vision of the future are the basis of visionary leadership. Th e vision should 
encourage and invite others to participate as partners. Th e followers are instilled with a sense of vigour, 
energy, and optimism that infl uences and motivates others. Obviously then, when the role of HR func-
tions changes, visionary leaders need to discharge certain predominant added responsibilities as well.

Th e other contemporary leadership styles practised in organizations are transactional, transforma-
tional, charismatic leadership, value-based leadership, ethical and servant leadership, and boundary 
spanning leadership. All these leadership styles will be discussed in Appendix C of this book.

In most organizations, HR 
functions are now ‘line 
functions’ and not ‘staff 
functions’.

Train employees to 
research and identify 
customer needs.

Build their 
customer
relationship
skills!

Train emplo

How do we acquire greater 
share in the market?
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Understanding Organizations 11

Change in Language and Style
Th e business scenario is constantly changing. Th e focus, as discussed earlier, should 
be on the customers, encouraging working in teams, supporting non-hierarchical 
and informal structures, and striving for visionary leadership. ‘Managing new 
India’ is the current rage. Th is topic has some dimensions, (a) Th e Indian MNCs, 
(b) emerging leadership, (c) India and the Asia Pacifi c regions, (d) striving for 

inclusive growth, (e) challenging the change, and (f ) connecting across generations. Indian companies 
were doing businesses ‘within borders’, and are now operating ‘across borders’. Th ey will also be doing 
business when there will be no borders or in a ‘borderless’ environment. Th e designation of chief 
controlling offi  cer has changed to chief executive offi  cer, which in turn, has further changed to chief 
people empowerment offi  cer. 

Indian companies that resembled ‘sleeping giants’ in the past have become ‘challengers’ and are 
striving to become ‘global leaders’. Th e challenges to change are being characterized by distinct shift  
from ‘rigid’ to ‘reactive’ and further to ‘agility’. In the changing scenario, both language and style need 
consideration. 

In one sense, language defi nes reality. It also helps to shape the mindset of the 
people and plays an essential role in transforming organizations. Top management 
of companies consciously changes the language and the rhetoric as a way of rein-
forcing actions to be performed during the changes. Th e change in language also 
reinforces and strengthens the interpersonal relationship among management, 
employers, employees and customers. 

Style is one of the seven levers of the McKinsey 7-S framework. Th e style of an organization becomes 
evident through the actions taken by the top management over a period of time. Style does not mean 
only the top management style. Organizational style includes reporting relationships, self-certifi cation 
with regard to quality, and making the research and development (R&D) department, a part of the 
engineering department. 

Hence, language and style play a predominant role in achieving the all-round success of an organi-
zation. Change management manifests its importance at this stage. Organizational culture should be 
conducive to accepting changes essential for growth. We are now evidencing a distinct shift  of functional 
responsibilities to the line. Th ese shift s characterized by treating HR personnel  as business partners and 
focusing on career and competency development shall be discussed in Chapter 15 on managing change.

 EGALITARIAN ORGANIZATION

It is believed that open organizations perform better than closed or conservative organizations. An 
open organization receives inputs from the environment. Organizations need the collective eff orts of 
its people which are backed by inter-human logic leading instrumental or techno-economic rationality. 
Contextually, Srivastav and Cooperrider (1986) opine that ‘Egalitarian or classless theory of organiza-
tion is premised on the emergence of an inter-human logic that transcends instrumental or techno-economic 
rationality and forms a basis for collective action’. Th e inter-human logic seeks to create and maintain 
socio-organizational arrangements to heighten or maximize the ideal membership situation for all 
members of an organization. 

Organizational citizenship behaviour (OCB) is a human behavioural technique used across many 
institutions globally. It is a tried and tested approach employed by many Fortune 500 companies for 

Indian companies that 
were operating within 
our national border are 
now operating across it. 

Top management of 
companies consciously 
change the language and 
the rhetoric as a way of 
reinforcing changes.
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12 Human Resource Management

improvization. It has also become a popular study in the fi eld of HRM and has been of increasing 
interest to both scholars and organizational stalwarts. 

 Organizational citizenship behaviour is one way of establishing direct involvement of business lead-
ers with employees. Th ere is an open communication channel and also a clear understanding in every 
individual with regard to their role in the organization. Th is human behavioural technique underlines 
the principle of  OCTAPACE—the acronym for openness, collaboration, trust, authenticity, proactivity, 
autonomy, confrontation, and experimenting. Companies that follow the principle of OCTAPACE 
progress faster. Some companies have fl attened their hierarchies, reduced their work levels to become 
more unrestricted, uncensored, and egalitarian. At present, organizational environments that are more 
egalitarian are more successful at growing faster and competing in the industry. In this aspect, the 
egalitarian concept is similar to OCB. 

 ORGANIZATIONAL BEHAVIOUR AND  JOB ATTITUDES

Feelings of the employees about the organization and their attitudes need utmost consideration. 
Organizational behaviour refers to the understanding, prediction, and management of human 
behaviour in the organizational context. The topic lays emphasis on the job attitudes of the 
personnel to enhance organizational effectiveness. Attitude surveys conducted with the help of 
questionnaires help in determining the attitude of members of the organization about their job, 
work groups, supervisor, and the organization. Fred Luthans (1977) says that major job attitudes 
include job satisfaction, job involvement, and organizational commitment. These characteristics 
are discussed here:

1.  Job satisfaction—positive feelings about one’s job resulting from an evaluation
2.  Job involvement—degree to which an employee identifies himself psychologically with 

the job. A high degree of involvement results in psychological empowerment, which is, the 
employees’ beliefs in the degree to which they impact the work environment.

3.  Organizational commitment—Th is is a state in which an employee identifi es with a particular 
organization, its mission, policies, objectives, goals, and wishes to continue as a member of 
the organization. Th e three separate dimensions of organizational commitment are aff ective 
commitment (emotional attachment), continuance commitment (perceived economic value), 
and normative commitment (employees wanting to remain with the organization for their moral 
or ethical value).

People who are satisfi ed with and involved in their jobs and are committed to their organization are the 
ones who can contribute their best to the organization. Th ese attributes need periodical measurement 
in order to initiate remedial actions. 

The business scenario today is very competitive. Organi-
zations must make the best use of employee capabilities 
and potential. Organizations basically depend upon the 
characteristics of the people they employ.  An Act of 
the Parliament cannot make men virtuous. The people 

are the most valued asset of the organization and they 
signi  cantly impact the organizational transformations. 

Leadership drives an organization and can make or mar 
it. Visionary leaders signi  cantly contribute to the smooth 
running and growth of an organization. Human resource 

SUMMARY
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Understanding Organizations 13

KEY TERMS

Attitude of a person is identi  ed from the evaluative 
statements or judgments concerning objects, people, 
or events; job attitudes include job satisfaction, job 
involvement and organizational commitment.

Egalitarian or classless organization is characterized 
by its inter-human logic that transcends instrumental 
or techno-economic rationality and forms the basis for 
collective actions.

Job involvement refers to degree to which people identify 

themselves psychologically with the job; a high degree 
of involvement results in psychological empowerment.

Job satisfaction refers to positive feelings about one’s job 
resulting from an evaluation.

Organizational commitment is a state when an 
employee wishes to continue his/her membership of 
the organization as he/she is akin to the organization’s 
mission, policies, objectives, and goals.

EXERCISES

Concept Review Questions
1. ‘People are the most-valued assets of an organization.’ 

Discuss with examples.
2. Consider the changing role of the HR functions and 

discuss the themes that characterize the process, and 
ultimately shape the organizational transformations. 

3. What do you understand by ‘visionary leadership’? 
Discuss the role of visionary leadership in present-day 
organizations. 

Critical Th inking Questions
4. ‘An organization is only as good as its people.’ Do you 

subscribe to this view? Critically review the statement 
with examples from the organization you are working 
in or any organization you know.

5. Th e role of the HR department is changing. Some 
organizations have shift ed the responsibilities to the 
individual departments. Do you think this shift  will 
strengthen HR activities? Also comment on the extent 
to which it should be shift ed. Do you feel the need for 
having an HR cell to coordinate? Justify your answer 
with examples.

Assignments
6. Visit three or four organizations, and try to collect 

information about their core beliefs. 
7. Take appointments from two or three organizations, 

and discuss with the HR managers the changing role 
of HR functions. Make a note of their responses and 
present them to your college professor.

MANAGER’S INSIGHT

Workers at the shop fl oor of Ramsons and Co. demanded 
immediate replacement of the fl oor’s chief supervisor. Th ey 
alleged that he was responsible for the breakdown of the 
main boiler. Th e chief supervisor was informed about the 
malfunctioning of the boiler a week ago. He apparently 
had not done taken any measures to correct the situation. 

It is alleged that the mechanic who was instructed to 
look at the boiler could not identify the root cause and 
used a trial-and-error approach. Th is ultimately led to the 
breakdown of the boiler. Th e workers had also complained 
about the chief supervisor not attending to their needs. Th e 
chief supervisor decided to confront the situation head on.

function responsibilities are shifting to the line managers 
as they know their people best. Some companies have 
rede  ned the role of human resource personnel and 
are treating them as business partners and empowering 
them. Open organizations perform better than closed or 

conservative organizations. Egalitarian or classless theory 
of organization is premised on the emergence of an inter-
human logic. Organizational behaviour and job attitudes 
are intertwined. Job attitudes include job satisfaction, job 
involvement, and organizational commitment.
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14 Human Resource Management
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Questions:
1. Which leadership style do you think would be most 

appropriate for the chief supervisor to follow? 

2. What could the chief supervisor have done to avoid 
the situation?

DEVELOPING ORGANIZATIONAL RESOURCES
M/s Agrawal Enterprises (Year 2000)

(This case is a continuation of the opening case)

Mr M.S. Menon, the appointed HR expert, adopted the 
management by walking around (MBWA) style. While on 
the rounds, he stopped to talk and discuss issues with 
personnel of various levels engaged in different functional 
areas. He studied the anatomy of the organization. He 
discovered the managerial style of the production manager 
and recorded the same. Menon also requested Agrawal 
to arrange separate meetings with the suppliers and 
customers. Agrawal questioned the purpose and usefulness 

of the meeting, and was reluctant to convene such meetings 
initially. However, he agreed to the proposal after repeated 
persuasion by Menon.

Following this, there were repeated requests from 
Menon. However, Agrawal did not want any other of  cial 
of his company to attend the meeting. In the meetings, 
Menon was not very vocal; he meticulously scribbled 
notes in his diary. Of course, he did ask a few questions. 
He obtained the consent of Agrawal to access the contact 
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Understanding Organizations 15

Your actions will speak
A rich man purchased a healthy cow and a poor man purchased a sickly cow from the same 
market. The rich man displayed his cow at the entrance to his house, while the poor man 
invested a lot of money on his sickly cow. In course of time, the rich man’s cow became 
weak, while the poor man’s cow gained health. 
People are the most vital and valuable resources of any organization. Material resources 
depreciate, while human resources appreciate. 

The mantra: Understand and nurture people.

HR MANTRA

details of some of the suppliers and customers and 
presumably contacted some of them. After a week, he 
submitted an interim report to Agrawal recommending 
action programmes that laid emphasis on the following:

1. Interpersonal relations
2. Customer satisfaction measurement
3. Leadership development
4. Organizational culture

When Agrawal sought clari  cation, Menon explained as 
follows.

‘Interpersonal relationships involve social associations, 
connections, or af  liations between two or more people. 
These people may interact overtly, covertly, face-to-face, 
or may remain effectively unknown to each other, such as 
those in a virtual community who maintain ambiguity and do 
not socialize together outside a chat room. Communication 
is best achieved through simple planning and control. 
Performance appraisal is essential for performance 
monitoring.’ 

Menon also emphasized the need for potential appraisal 
and development for the progress of the organization. 
Furthermore, he stressed upon the need for ‘customer 
satisfaction measurement’ in order to analyse, and 
improvement as means for sustenance and growth in 
the acute competitive environment. He also opined that 
as an organizational leader, a manager must be aware of 
the appropriate leadership style with respect to speci  c 

situations and target persons. He further emphasized the 
need for developing a good organizational culture.

Agrawal was convinced and directed Menon to proceed 
in a phased manner. He also sanctioned some initial funds 
and requested Menon to submit a detailed plan with 
associated expenditure. Menon corrected Agrawal by saying 
that he must treat the amount sanctioned as an investment 
and not as expenditure. Menon took it as a challenge, was 
committed to rejuvenating the enterprise, and began his 
course of action.

Discussion Questions
1.  Agrawal was always trying to avoid involving others in 

meetings. Is this approach correct for leadership in an 
organization? What might be the consequences? 

2.  In his interim report, Menon mentioned about customer 
satisfaction measurement. What is the importance and 
necessity of this measurement? Do you feel there is 
a need to measure customer satisfaction in order to 
enhance employee satisfaction?

3.  In the interim report, Menon mentioned four action 
programmes. Narrate the possible reasons behind the 
selection of the programmes. Your discussion should be 
programme-wise.

4.  Had you been the HR expert and advisor to Agrawal, 
how you would have gone about developing the 
enterprise and its people?
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16 Human Resource Management

N.R. Narayana Murthy, the chief mentor of Infosys 
technologies limited, was born on 20 August 1946. 
He obtained his B.E. in electrical engineering in 1967 
from the University of Mysore, followed by M.Tech in 
1969 from IIT, Kanpur. He began his career with Patni 
Computer Systems in Pune.

In 1981, he founded Infosys in 
Mumbai with six other software 
professionals. In 1987, Infosys 
opened its  rst international of  ce 
in the United States. In 1993, the 
company came up with its initial 
public offering (IPO). Infosys set 
up development centres across several cities in India in 
1995. The company established its  rst of  ce in Europe 
in Milton Keynes, UK. In 1999, Infosys became the  rst 
Indian company to be listed on the NASDAQ. The 
success of Infosys is built on the twin pillars of strong 
business model and sound corporate governance. 

Narayana Murthy propounds faith and hope in the 
future, and believes that life is all about hope. He is the 
embodiment of transparency, moral integrity, dynamism, 
spirit, and honesty. This is evidenced from his activities 
and excerpts.

After serving for 21 years as the company’s chief 
executive of  cer, Murthy handed over the reins to 
cofounder, Nandan M. Nilekani, in March 2002. He 
now operates as the non-executive chairman and 
chief mentor of Infosys. He has set new standards in 
corporate governance, and is a living legend and an 
epitome of the fact that honesty is the prime need for 
business acumen. 

Along with the growth of Infosys, Narayana Murthy 
has grown in stature and has been the recipient of many 
honours and awards.

Narayana Murthy’s words of wisdom are worth 
mentioning. He has many success mantras, some 
of which re  ect his life’s philosophy and the values of 
Infosys. The value system of Infosys is its true strength 
and is similar to the British Constitution—‘all unwritten 
but extremely well-practised’. Unless the company can 
sell well, it cannot create jobs, pay good salaries, and 
satisfy investors. Right from the beginning, the company 
realized that it has to focus on selling better in the 
marketplace. 

Narayana Murthy believes, ‘Truth is God. Our 
success at Infosys depends on our continual learning’. 
He says, ‘Entrepreneurship is about running a marathon, 
not a 100-metre dash. Anyone must dream and plan 
to realize it’. In this context, he adds, ‘We were 

huddled together in a small room 
in Bombay (now Mumbai) in the 
hope of creating a brighter future 
for ourselves, for the Indian society, 
and perhaps, we dreamed, even for 
the world’.

He further emphasizes, ‘Leader-
ship is an action, not a word’. He is 

an institution builder and believes in leadership develop-
ment. He advises employees to build a climate of honesty, 
hard work, and excellence; construct a social conscience, 
benchmark oneself with the best in the world, be honest 
and true to the profession, and act fearlessly. His vision 
upholds IT as the force that can help alleviate many 
problems that rural India faces. He believes that health 
care, education, and environment conservation can be 
comprehensively brought to villages. 

In his opinion, working extended hours over the 
long term is harmful for the employee. One’s mindset 
and imagination are more critical than other resources. 
He says, ‘Beyond a certain level of comfort, I think one’s 
wealth should be seen as an opportunity to make a 
difference to society’. He believes that events keep oc-
curring round the clock and advises people to take a 
nap; things will happen while one is asleep, but one will 
have the energy to catch up when once awake. Narayana 
Murthy’s dictum is that performance leads to recognition; 
recognition brings respect; respect enhances power, and 
humility and grace in one’s moments of power enhances 
the majesty of an organization. He advocates that a value 
system is the protocol for behaviour that enhances the 
trust, con  dence, and commitment of members of the 
community. An organization must feel responsible to 
develop the society. Mutual trust is the essence behind 
all-round organizational success. Such foundations cre-
ate great organizations and take them to great heights.

He has great respect for people and believes in the 
power of talent. He says, ‘Our core corporate assets 
walk out every evening. It is our duty to make sure 
that these assets return the next morning, mentally and 

N.R. NARAYANA MURTHY
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Understanding Organizations 17

physically enthusiastic and energetic’. People must aspire 
for higher achievements. Aspiration is the main fuel for 
progress and transforms a set of ordinary people into 
extraordinary achievers. 

His inclination and capacity to develop organizations 
and leaders for tomorrow have made him the visionary 
that he is. 

References
en.wikipedia.org/wiki/N._R._Narayana_Murthy, last 

accessed on 8 October  2011.
Haldar, Uday Kumar, Leadership and Team Building, 

Oxford Higher Education, Oxford University Press, 
New Delhi, 2010.

9780198076681_03_Ch01.indd   179780198076681_03_Ch01.indd   17 4/21/2012   11:52:45 AM4/21/2012   11:52:45 AM

© Oxford University Press. All rights reserved.

Oxfo
rd

 U
niversi

ty
 Pre

ss




