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Fig. 2.1 Group Characleristics
Though according to the last characteristic the membership of a group may be
WO or more, the size will be generally small. The size is lim

. _ | ited by the possibilitieg
of mutual Interaction, shared interest and mutual awareness, Mere aggregates of

People, a crowd in a street-cormner walching some event, for example, donot constitute
a group because they do not interact, do nol perceive themselves to ba a Group even
ifthey are aware of each other and do not share a common interest Atolal depariment,
a union, or a whale organization would not be a group in spite of thinking of themselves
as “we", because they generally do not interact and are not aware of each other.
Though they share a common interest. the interest generally is diffused, Hence,
committees, subparts of depariments, dliques and various other informal associations
amang organizational members constituta Groups for our purpose here, )

Sociologists and psychologists who study the social behavioyr of people in
organizations identify several different types of group. Examples of each of these
types can be found in most large arganizations. (See Fig. 2.2)

- Epmiial and Informal Groupsy{Aformal group is one that is deliberately created
to perform a specific task Members usually appointed by the organization, but if
may not always be the case. Anumber of people assigned o a specific task form a
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" TABLE 21 CONTRIBUTIONS DFFIJHMALGREUFE

tributions to Organisations
1. Accomplish complex, independent tasks that are beyond the capabilities

of individuals,
2. Create newideas
3. Cawdlnaieintarﬂmmﬂﬁd efforts,
4. Selve complax problems Fequiring varied information and perspectives.
9. Implement action plans.
6. Socialise and train nevwcomers,
Contributions g5 Individualg
1. Satisfy needs for affiliation,
2. Confirm identity and enharnce self-esteen
3. Testand share Perceptions of speig| reality, .
4. Reduce feelings of insecurity angd Powerlessness.
5. Provide amechanjsy, forsolving personal ang interpersonal problems.

{(Source:Curts W. Cook ang pru L H - _
MeGraw-Hil Inuin, 2001, p, ag) - nseker, Managoment ang Crganisational Behaviour,
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TABLE 2.2 CONTRIBUTIONS OF INFORMAL GROUPS
. Contributions to Individuals e

1. Salisfaction of social and affillation needs.

2. Satisfaction of needs for security and support. .

3. En_hanu::&d status for membaers if the group is perceived by others as prestigioys,
4. Enhanced feelings of self-esteem if a member ig valued by other group

members,
3. Feeling more competant by sharing the power of the group to influence ang
Contributions to Organisations
1. E‘-u::lni.rl‘y common social values and expectations congruent with organisationg|
cullurae,

2. Provide and enforce guidelines for appropriate behaviour.

3. Provide social satisfaction unlikely for anonymous individual workers to
expenence.

4. Provide a sense of identity that often includes a certain degree of stalus,

5. Enhance members' access to information.

8. Helpintegrate new Emphyéas into the formal expectations of the organization.

(Fource: Curtis W, Cook arg Hunsaker, ap, o, p. 3-13}.

—

Open and Closed Groups: Another basis for classifying groups Is whether
they are open or closed. At the one extreme is the completely open group, which is
in a constant state of change; at the other extreme is the completely closed group,
which is quite stable. Open groups differ from closed groups in four respects —
changing membership, frame of reference, time perspective and equilibrium.

Wiith regard to changing group membership, in open groups, true to their nature,
members keep changing — new members joining and existing ones leaving,

A good deal of time is devoted to socializing new members. A closed group
maintaing a relatively stable membership, with few additions and losses in members
overtime. Power and slatus relationships are usually wel| established and fixed.

With regard to frame of reference, It may be mentioned that a high rate of
turnover in an open group helps it to expand its frame of reference. New members
bring new perspectives to the group’s activities and problems. The expanded frame
of reference in an open group can enhance creativity, The slability of membershipin
closed groups, on the other hand, usually results in a relatively narrow frame of
reference. Bereft of the challenge from new members who bring in fresh ideas, a
closed group can become very unlikely to change its established perspectives,

An open group has a relatively short time perspective. The instability and constant
change of an open group make it difficult for the group to have long time horizons.
Since membership may be brief, members’ perspectives for group aclivities are oriented
towards the present or very near future. In contrast, the stable membership of a
closed group enables it to maintain a much longer time horizon. Members, because
of their long association with closed groups, are able to recollect the history of the
group and their expeclations for continued lang association enable them to use long-
term planning.
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management creales an environment in which employees feel insecure, they are
lkedy to turn 1o unionization in order to reduce their feelings of insecurity,

Esfaam: An individual can increase his sell-esteam through group membershiy
First, one may gain esteem by becoming amember of a high status group. Asscciating
with high status people is reinforcing and one who belongs to such a group is usual
accorded a high status by outsiders, S

Second, the close relationship an Individual can develop as a group membe
provides opportunities for recognilion and praise that 2re not available outside tha
group.

Affifiation: Another reason why pecple join groups s that they enjoy the regutar
company of other people, particularly those who possess common interests
Individuals may seek out others at work who share common hobbies or comman
backgrounds. Especially when people are new to an organization, they are eagar In
find friends with whom they can check their perceplions of new, or uncertain
environment.

Power: Membership of groups offer power o members in at least two ways.
First, there are sayings such as “united we stand, divided we fall” and “there is strengh
in numbers.” These are driving forces behind unionisation in crganizations. Workers
enjoy much grealer power collectively than they do as individuals. Even belonging to
an informal group gives the individual a sense that his group will not ket him or her be
overcome by the impersonal bureaucracy of the arganization.

Second, leadership of an informal group enables anindividual to exercise power
over group members, even if he or she does not enjoy a formal position of authority in
the organization.

Identity: Group membership contributes to the individual's external quest for an
answer to the question. “Who am 1.7 It is common knowledge that we try to understand
ourselves through the behaviour of othars towards us. If others praise us, we feel we
are greal, if others enjoy our jokes, we see ourselves as funny persons, and so on.
Groups provide several “others” who will laugh, praise or admire us,

Huddiing: One more reason why individuals want bo join groups is for huddling.
Because of the way bureaucracies work, individuals, particularly executives, make
use of informal get-logethers called huddles. These are intimate task-criented

encounters of execulives trying to get something done.

Huddling enables executives to deal with emerging mailers and minimise the
amount of surprise. It also serves to reduce red tape by cutling through higrarchical
channels of communication and minimizing misunderstandings. Becausé
organizational charts represent real duties, huddiing can compensale for a lack of
leadership by taking collective and unofficial responsibility for getting things done.

Funciions of Groups: The last reason why groups are 0 common is that tlhﬂ'l’
fulfil a wide range of functions both for their members and for the larger organizalion-
While the former have been explained above, the lask functions are lisled heré.

The organizational functions of groups help realise an organization’s goals. Such
functions include the following: ;

il
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stages of development for different lengths of time and some may remain at 5 Given
stage permanently, gither by design or because the group is stalled. By being aware
of a group's process, its leader can facilitate members’ functioning at each stage ang
the transition to the next stage of development,

Forming: In the farming slage there is a great deal of uncertainty about Group's
pUrpose, structure and leadership. Members are concerned about exploring friendship
and task potentials, They do not have a strategy for addressing the group’'s task, Mor
are they sure of what behaviours are acceptable as they try to determine how te
salisfy needs for acceptance and personal goal satisfaction. As awareness Intreases,
this stage of group development is completed when members accepl themselveg gg
a grolip and commit the group goals.

Storming: At this stage of group development conflict arises because of the neey
to clarify roles and behavioural expectations. Disagreement is inevitable as members
attemnpt to decide on task procedures, role assignments, ways of relating and power
allocations. One abjective at this stage Is to resolve the conflict about power and task
structure. Another is to work through the accompanying hostility and replace it with g
sense of acceptance and belongingness that is necessary to reach to the next stage.
Failure 1o realise these objectives results in splitting the group itself,

Norming: At this slage a single leader emerges and this may bring about graup
cohesion. There is nowa slrong sense of group identity and comradarie. New group
standard roles and behaviour expectabions are formed for members. Desired oufcomes

for this stage of gmup‘dauﬂuwnsntm increased member involvemant and mental
support as group harmony emarges. If groups become oo contended, they can get

- stalled at this stage because they do not want fo create conflict or challenge established
way's of doing things.

Performing: This stage is marked by teamwork, role clarity and task
accomplishment.Group energy moves fram conflict to task accomplishment.
Froductivity is at its peak. Desired outcomes are achievement and pride and major
concems include preventing loss of enthusiasm and sustaining momentym, Performing
happens to be the last stzge in parmanent work groups,

Adjourning: But for temporary task forces and similar other groups, which have
specific tasks to perform, adjourning happens to he the last slage. The groups
disbanden after the task has been accomplished. Feelings about disbanding range
from sadniess and depression at fhe loss of friendship to happiness and fulfilmant at
lask performance. The leader can facilitate posilive closure at this slage by recognising
and rewarding group performarnce. Ceremonial events bring closure to the desired
emotional outcome of a sense of zatj sfaction and accom plishment.

There is an alternative theory of group development. According (o this, group
development proceeds on four stages: (1) Mutual acceplance, (2) Communication
and decision-making, (3) Motivation and productivity, and (4) Control and erganization.
(See Fig. 2.4),
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Fig. 24 Stages of Group Gevelopment

In the mutual acceplance stage of group development, members get to know
about each other by sharing informaticn about themselves. They discuss subject,
often nat connected with the greup, such as politics, weather, price rise, deteriorating
morzls, sporis or recent events within the organization, Some aspects of the group's
task, such as its formal objectives, may also be discussed at this stage,

As the members getto know one another, discussion may turn to maore sensitive
issues, such as the organization's politics or recent controversial decisions. In this
way, the paricipanis explore one another's reactions, knowledge and expertise. From
the discussion, members may leam one another's views on a variety of issues, how
similar their beliefs and values are and the extent to which they can trust one another,
Eventualy, the conversation will turn o the busiress of the group. When this discussion
becomes serious, the group is maving to the nesd stage — communication and decision-
making.

Once group members have begun to accept one ancther, the group progresses
lo the communicalion and decision-making stage. Here, the group members discuss
theirfeelings and opinions more openly. They may show more tolerance for opposing
view points and explore different ideas Lo bring them about a reasonzble solution or
decision. Members discuss and evenlually agree on the group's gu;-is Then they
are assigned roles and tasks 10 accomplish the goals.

In the motivafion and productivity stage, emphasis shifls away from personal
concerns and viewpoints lo activities that will benefit the group, Members cooperate
and actively help others accomplish their goals. The members ara highly motivated
and may carry out their activities creatively. Inthis stage, the group is accomplishing
its work and is moving towards the final stage of development.

L]
~ Inthefinal stage, control and crganization, the group works effectively towards
accomplishing its goals. Tasks are assigned by mutual agreement and according to
ability. In @ mature group, the members' activities are relatively spontanecus and
fiexible, rather than subject to rigid struciural restraints. Mature groups evaluate their
aclivities and potential oulcomes and take comective actions if necessary. The

147
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characteristics of flexibilily, spontaneity and self-corection m‘gfs\emial if the aroyg
is to become productive and |ast Icrng :

Not all groups go through all four stages of development. Some groups disbang
before reaching the final stage, Cthers may skip certain slage because of presg
from leaders or deadlines. Group productivity, however, dapgnds ON Successfy
development at each stage. A group that évolves fully through the four stages
development will become a mature and effective group. Its members wil| p,
interdependent, coordinated, cooperalive, competent, motivated and in actiy,
communication with dne another.

ltis advisable to understand the usefulness of groups in the first place. Groypg
are highly useful or organizations and members. They can make important contributions
to organizational task accomplishment and can also exert considerabie influence op,
individual work attitudes and behaviours. -

Organizational Task Accomplishment: Many things in life are beyond the
capahilities of one persnri- It takes group efiorts, fme;_tarnpdl::. to build a jet airplane or
a mullistory office building. It also takes a group to play crickel and to perform a
television soap opera. The eement common to each of the above examples is the
benefit of group synergy. Synergy may be understood as the creation of 3 whole that
is greater than the sum of its parts. It is in this context that the famous 2+2=5
becomes ralevant. When synergy decurs, groups accomplish more than the total of
individual capabilities, Research shows that: - :

s When the presence of an "expert” is un{:ﬂrtéiri, groups make better
judgements than would the average individual,

& When problem solving can be handled by a division of labour and the sharing
~ ofinformation, groups are typically more successful than individuals.

- w . Because of their tendencies to make more risky decisions than individuals,
groups can be more creative and innovalive in their task accomplishments.

However, social foafing may adversely affect task accomplishment by a group.
Social loafing is also known as "Ringlemann effect’, this description being named
afier Ringlemann, a German psychologist: Ringlemann pinpointad the social laafing
effect by asking people to pull as hard as they could on a rope, first alone then ina
group. Hefound that average productivity dropped as more people joined the rope
pullingtask. Thus, the Ringlemann effect acknowledges that people may tend not to
wmm hard in groups as they would Individually, This is because their contribution
is less noticeable and because they like to see others carry the work load.

There s also the problem of group think which is. common to a group. Group
Ihink.r&fars lo a condition in which all members of a group tend to think alike. This
condition is especially likely to cecur when the group has a high esprit de corps. The
members desire for accuracy. Under such conditions, critical thinking and the
independent and abjective analysis of ideas are sacrificed to ensure a smoothly nunning

group. The likelihood of group think increases if the group becomes insulated from
outside influences and the fresh flow of information,

Group and Individual Behaviours: Farmal waork groups and informal networks
are important aspects of any work sedting, Groups are social settings that offer 2
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variety of infermation, expectations and opportunities that relate to individual need - Nates

satisfaction. As a result, these groups wield major influences .on indmdual wiork
attitudes and behaviours. : X% ; iy

G Infnrmahnn v o rndhm.ﬁi

Jinvolvements offer - - Expectations .~ /i that =+ atiitudes
- - Opportunities influence - behaviour |

Figuratively speaking — the interest of the organization. Risky shifis can lead

gmups to amapt probabilities which are rationally indefensible and excessive caution
can lead to missed ﬂppnnunlhes :

Polarisation: This means magnifying a dominant view point, For example. if
group members are doubtful about a particular issue Lo begin with, group discussion
will focus more on doubls and vice versa. One reason for polarisation to occuris that
group members are swayed by one another's advocacy. Another possibility is that
the security af group membership induces members to support a decision which is
mnra_draat[ﬂ or more cautious than they would accept as individuals. Whatever the
reason, polarisation may render groups ineffective. ;

Group think: Group think, like norms and status diferentials, leads to conformity.
But groupthink is more dangerous than norms or status differentials, VWhereas the
latler result in deliberale suppression of judgement, group think occurs subconsciously,
It involves the involuntary suppression of members' crilical faculties. .
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3.5 NATURE OF LEADERSHIP

The word leadership has been widely used by political orators, bus:gesa
execulives, social workers, philosophers and scholars both in speech and wriling,

. yetthe real meaning has eluded almost everybody. This is clear from the fact that a
comprehensive volume summarising research on leadership includes 150 pages of
bibliography and cites more than 2,500 studies. Yet the last chapter in the book,
"Directions for Future Research”, concludes that, as far as understanding leadership

goes, oniy a beginning has been made.

We quote a few important definitions on leader

These definitions reveal the essence of leadership.
1{ Leadership is “the process of encouraging and helping others to work

- enthusiastically towards objeclives.” " ;
2. Leadership is “the bebaviour ofan J}hﬂt::fduaf when he is directing the aclivities

aF

of a group toward's a shared goal”.

ship from the existing literature.

the members of an ;

: rganised gro
objectives, As 5 ope up towards the accomplish
alfributed fo mns:fr Jﬂrm feade rs hip is the set of qua ﬁﬁe‘: e c’:ﬁﬂf of group

w0 are perceiveq fo Successfully employ such ."ﬂi';g i
L E‘ﬂﬂﬂ)
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€ Core poj '
essg:e of | 4 mt? that run through all these definitions and which constitute the
eadership are the following:

@ Leadership refers to the ability of one individual to influen

(b)  Theinfluence is exercised (o change the behaviour of others.
{c) Eehavlr::urisﬂhanged through non-coercive means.

4 s g
{d) Change of behaviour is caused with an objective of achieving a shared goal
{e) The person influencing |

choetd others (leader) possesses ¥
characleristics which he or she uses ta influence uﬂ?&r?: tazftzualmea o

ce others.

case indicates, e opening
(f) Leadership is a group phenomenon. |t :
b M involve
more people.”, s Interaction between two or

&
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_~3.9 LEADERSHIP STYLES AND THEIR IMPLICATIONS

—

Leadership style is the typical approach a particular person uses to lead pegpjg
Slated differently, the behaviour the leader exhibits during_EUPEI"u'iE'bUﬂ of $Uhnrdinate3
is known as leadership style. Style is said to comprise two distinct elements —
leader's assumptions about subordinates and the leader's actual behaviour whilg
interacting with subordinates. Although this distinction is not made in academic Circleg
(where emphasis is more on leader behaviour), itis important to keep in mind, particular
when changes in leader behaviour are desired. Achange inleader behaviour can pe
achieved by either changing the leader's assumptions about people or by ﬁrstfnrcing
behavioural change of the leader and then hoping for attitudinal change later.

In the meanwhile, the study of leadership styles is useful because itfocuses an
what the leader actually does in getting work accomplished through pecple. |

Qur discussion of leadership style is divided into four types : (i) Styles based on
the amount of authority retained by the leader ; (i) Styles based on the relative emphasis
placed on the task to be performed versus that placed on people; (iii) Styles based on
the assumptions about people made by the leader; (iv) Likert's four styles; and (v)
Entrepreneurial leadership styles. |

Sfyles Based on Authority Retained

This is the classical approach to classifying the leadership styles and is useful
even today. Styles inthis approach are classified depending on how much au thority
is retained by the leader versus how much is delegated to the subordinate employees.

We have the familiar three-way classification of authoritarian, participative and free-
rein leadership.

Mnritarian Style: Known in its acronym as autocratic style, authoritarian
style involves retention of full authority by the leader. Leader decides, decision is

passed on lo subordinates, instructions about the implementation of decision are
given and the subordinates are expected to do what the leader has told them to do.
Assuring that the leader is competent, the advantage of this leadership style is that

tasks are efficiently completed, since there is no opportunity for the time consuming
two-way communications associated with democratic styles.

The primary problem with authoritarian leadership style is that workers are made
aware of what to do, but notwhy. This may lead to (1) low em ployee morale, and (2)
workers following leader directions lose initiative and avoid responsibility for any errors.

But there are some workers who prefer autocratic leader. They feel secure

. under his or her leadership. In such cases oroductivi :
| iy ' and - kers
~ tendto be high. | tivity and morale of the worke
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NF{rt;:Ipativa Style: There are three related types of padpplpahva leaders :

consultative, consensual and democratic.

Consultative leaders solicit opinions from group before making a decision, yet
they do not feel obliged 10 accept the group’s thinking; these leaders make it clear

that they alone have final authority to make a final decision.

Consensual leaders encourage group discussion on an issue and then make a
decision that reflects the general agreement (consensus) of group mem bers.
Consensual leaders delegate more authority to the group than dn {he consultative
leaders. This style leads to considerable delay in decision-making because every

member has to give his/or her consent.

Democraticleaders confer final autharity on the group. They function as collectors
efore making a decision. Democratic leaders delegate full

of opinion and take a vote b - it
ity activities than

authority to subordinates. This style is more relevant for commun
for work settings.

The participative style has merits. Firstly, it is highly effective where group
comprises competent and motivated members who wanl to get involved in making
decisions and giving feedback to the leader. Secondly, employees’ feelings of self-
worth and satisfaction are increased because the leader conveys a sense of confidence
in employee judgement. Thirdly, participation allows employees to satisfy high-level
needs such as esteem and self-actualisation by allowing them to take part in decision-
making. Fourthly, employee participation in decision-making improves the quality of
decisions, because when more people think about problem it is likely that a betler
solution will be found, Finally, there will be less resistance to change because those
who have developed the solution will usually support its implementation.

This particular style seems lo have only academic interest. In practice the style
may not work, Neither the leader has large heart to share authority with others. Nor
the subordinates have physical and mental preparedness to take part in decision-
making. Where both these are possible, decision-making is likely to get delayed.

\_Erée-rein style: Also called laissez faire, free-rein leader chooses not to adopt
aleadership role and actually abdicales leadership position, generally relinquishing it
lo someone else in the work group. While technically not a leadership style (it is
more the absence of one), it does warrant brief mention since the absence of leadership

may have a positive or negalive effect.

On the positive side, free-rein leadership works when the group is composed of
* highly commilled members. On the negative side il may be stated that the leader
abf:lic_alea leadership role because of his or her own incompetency, the fear of fa iltine.
or the perceived social cost of oslracization by the work group.

+Styles Based on Task Vs People Emphasis
Another standard way of dassifying leadership styles s based on the relative concerr
the leader places on the task to be performed wis-g-vis the pegple performing the
lask.
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A leaderwho places grealer emphasis on task performance hﬂs’tu‘exhihilum
following behaviours.
(i) Organising and defining the roles of the group members.

(i) Explaining whal activities each has to do and when, where and how tagys
are to be accomplished.

(i) Establishing well-defined patterns of organization, channets of communication
and ways of task accomplishmentL.

A leader who places greater emphasis on people tries to gain their relationships
by exhibiting such behaviours as : ; :
(i) Establishing channels of communication.
(i) Extending psychological support to them.
* (i) DE'u'EIupJ'r_hg mutual trust.
(v} Developing empathy for them.
Depending on task emphasis or people emphasis, four combinations are possible
as shown in Fig. 3.21.

S High-Relationship °  “High-Task ~
2F and Low-Task ' and High- *
i {Supporting Style) - Relationship: -
EL :Pa-—mlpaum smn]
= i Lﬂ'l'n'TﬂEl"-.!' iR LT
E 1 - and Low- . A e
n, H&In!mnﬁhlp 4:35 K Ralatlnnsh:p'- Tl

{Fra&ﬂaln E'MB} "5. 2 { Eilyln',l bkt
1 ekl At TP
Lm'-f ' * ngh

Task Emphasis

Fig. 3.21: Four key leader behavicurs
A brief descriplion of each style follows:

Migh-Task and Low-Relationship: A high-task and low-relationship leader
emphasises showing employees how lo get the tasks accomplished and spends
minimum time giving psychological support. This style may be effective where the
employees are inexperienced with the work to be performed. The high-task and low-
ralationship style may also be well suited to situations where seasonal help is involved.
Seasonal employees may be unfamiliar with the task and these require direct guidance
on performing the work properly. A high-lask and low-relationship leader is nol
necessarily rude or discourteous. The leader simply lakes the expedient route of

focusing on work rather than people,

vﬁfnh-Taul-: and High Relationship: This leader spends considerable ime

showing people how to get the work accomplished and providing them psychological

support. The high-task and high-relationship style is considered generally useful

because it results in high productivity and personal satisfaction. Amore critical look

at this style would suggest that it warks best in situations where peopla need an
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mﬂlaﬂﬁghuﬂfwnﬁkm&mwﬂm
skill, the high-task and high-relati

onship style is Parlicularly effective,

\-H'ﬁlr';-ﬁﬂhﬂuhuhin and Low-Task: A lea
tow-task

low-task slyle i suitable for such situations.

M—Hﬂaﬁmhlp and Low-Task: Aleader using this style is neither here nor
there. Itis essentially a free-rein style. Subardinates are given considerable |atiude
in performing their work. They are also given very litlle psychological suppont,
Entouragement and praise, They are, therefore, free to run their own show. When
subordinates are highly skilled ang psychologically mature, this style can be effective.

es Based on Assumptions about People

Depending on whal assumplions a leader makes about his or her followers, two
styles may be diztinaui [ !

it may be stated that Theary X
islrust people and believe in close s

\LiKErt's Four Styles

Developing on the notion that leadership style consists of two extreme positions
— autocratic and demoeratio-Likert

develops four styles of leadership to captura the
managemant culture of an organization: (1) exploitative authoritay

e A ve, {ii) benevolent
authoritative, {iii) consultative, and () parlicipative.

\~EXploitative authoritative: As an exploitative suthoritarian, the leader yses
sanctions, communication is

downward, superiors and subordinates are
psychologically distant, and the decisions are generally made at the top of the
organization.

.
1ed bul 1o fhe extent the boss
subservience o boss is widespread, and there | 085 wanls,

“ egation in decision-
though major decisions are made by the people at the ¢

making,
p of the hierarchy,

\—-'éju'twll:aﬂva: Here the leader uses rewards, Communication is ay although
upward, communication is cautious and limited, some inuulvamm i sought from
empioyees, and as in the benevolent authoritari -

anstyle, subordinates are ;
mvolved
dfi:ij:?wakmg in alimited way. invalved in

rticipative: The leader disperses BCONom e
group participation and Invulu.rame_nlin setling perfarmance standards and improy;
mathods and procedures. Eubm'dmal?s. and supefiors are psych Uldginally dm:g
group decision-making is widespread in the organization, Thereis atendency anlmn §

rewards ang Makes full use of

Scanned with CamScanner

277



Organisational Behaviour and Business Ethics
a number of individuals to belong to more than work group i . mote |
_ P n order to t
links and understanding, ; ki i -
.,,zE'rrul'.reprenaurs hip Leadership Style

An entrepreneur is a person who coverts an innovative idea into business. The
word entrepreneur is generally assoclated with small-scale industry, What is an
- entrepreneurship leadership style? Based on both their personality characteristics
and the circumstances of oOperating a business, many entrepreneurs use g sim'ua;
leadership style. The most notable features of this style are 1

{0 !mpat[ence and brusquences lowards employees because the entreprenayr
is always busy.

(i) A heavy task orientation combined with a very direct-approach to giving
Instructions to employees. -

(i) A charismatic personality that inspires others to want to do business with
him or her despite the impatience.

(v) A much stronger interest in dealing with customers than employees,
(v} A strong dislike for bureaucratic rules and regulations.
(vi) Anxiety to consolidate business gains as quickly as possible.

Some of the styles described above will be referred to again later in different
contexts,

3.10 THEORIES OF LEADERSHIP

From the beginning of the 20" century, many distinguished authors and
researchers have contributed to the rich knowledge on leadership. Without the forward-
looking visions of past generations (some of whom are listed in Table 3.6), we would
not have the insights that we have today. While, examining all the earlier contributions
is rather unnecessary, we focus on certain works, which are relevant even today,

Historically, focus on leadership in theories shifted from one dimension of
leadership to another, Early leadership research focused on the leader himself or
herseif to the virtual exclusion of other variables. It was assumed that leadership
effectiveness could be explained isolating psychological, physical characteristics, or
traits, which were presumed to differentiate the leader from the other members of the
group.

As the years went by the focus shifted from the personality of the leader to his
or her behaviour while delegating tasks to subordinates and communicating with
them. Itwas believed by the behaviourists that a leader's effectiveness depended
upon behaviours and not on traits alone.

More recently the situation in which the leader operates has been given much
importance. Itis believed that the leadership effectiveness depends on the situation
inwhich the leader operates. .
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2. The Tollower with his or b

& problems,
3. The Qroup situation

attiludes, ang needs; and
inwhich followers and leaders relatg with

one another
To Concentrate gn 2Ny one of these lhree factors represenis over-simplification
of an intricate Phenomengn,
Thet_hmriaﬁuﬂeademmp Considered in tha Fnllm-.ring Pages are
TABLE 1. E{GMFIEAHTLEMEREE-EP THEORIES AND MODELS
Contributor Theory or Mo/ Year of Publication of
Significant Research
Taylor Scientific Manageman 1911
Maryo Hawthome Studies - 1933
Bzrnard Executive Funclion 1938
Coch-French Michigan Studieg 1548
Stogdin Ohio Stare Studies 1048
Homans Human Group 1950
Maslow Hiesarchy of Meads 1854
MeGragor Theary x = Theory y 1857
Tannenha um- Corfinuum of Leader Behavigur 1957
Schmidy
Blake-Mauton Managedal Grig 1864
Argyris h'!.atl.ull'y-lrnmamrlhr 1964
McClellang Achievameant Theory 1865
Odiarna Managemant by Objectives 1085
Herzbearg Maotivation — Hygiene 1966
Likert Systems 1.4 1957
Fizdlar El:ul’lirlgan-w Maoda| " 1ogT .
Roeddin 3D Managamens Style 1967
Olssan Management by Objeciives 1968
Hersey-Blancharg Sliuational Leadership 1959
Vraom-Yatten Contingency Made 1973
House-Mitcha| Palh - Goal 1974
Vroom Expeciancy Theory 1976
House " Charismatic Leadership 1977
Burns Transiormational Leadarship . 1a7g
Kerr-derniar Substitutes for Leadership 1978
HcﬂaﬂvLmnhardu Fatal Leadarship Flaws 1983
Greenlear Servant Leadarship 1983
Bonnis-Nanug Leadership Competencies 1985
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Tichy-Devanna Transformational Leadership ;I:::
Mo Syper Leadarship
Yuld Integrating Leadership Medsl 1588
Covey Prfr-:iplahﬂe:nlmd Leadership 1991
Fisher Principie Self-Directed Work Teams 1993
Johnson SOAR Model 1594
Pansegrouw Transformational Mode ::::
Gyllenpalm Organizational Cone st
Whetter-Cameron Empowarment
Tichy Leadership Englne :z:';
Ball DNA Leadership
Byham-Cox Empowerment 1998
Fairholm Values-Base Leadership | 1998
Cohan 8 Universal Laws of Leadership 1908
Ulrich, Zenges, Resulls-Based Leadership 1999
Smallwood
Whaatley Leadership and the New Science 1929

(Source; Paul Hersey, of al, .'.-an-;;gen'rafr-' of Organizatienal Bahawviour, Pearson, 2001, p. B7)

(@} Trail theory
(b) Leader behaviour theary

(c) The Manageral Grid

(d} Contingency theories K‘}

Besides, the famous ThéEr;.r X and Theory Y of McGregor has also been
considered.

. .-"uF“""F:._:rd—
Wﬁppmach
The Irait theories of leadership focus on the individual characteristics of successiul

leaders. According to the theories, leaders possess a set of traits which make them
distinct from followers. An attempt musl, therefore, be made to identify and measure

these traits. :
Attempts were indeed made in the past to identify such qualities. Ralph Stogdill
for instance, surveyed more than 5,000 leadership studies and concluded that

successful leaders lend to have the following quaiities.
{il A strong desire for accomplishment

) Persistent pursuit of goals
(i)  Creativity and intelligence used to solve problems

() Initiative applied to social situations

{v) Self-assumed persnr‘ralityj
(v} Wilingness to accept behavioural consequences

(vi) Low susceptibility o interpersonal stress <l
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(vii) High lulerannaﬂfamhiguitr

() Ability to inf Hence other people

(%) Ability to structure social interactions

- Most of the research on lead
ihe unique qualities of Successfyl
the personal traits of unsuccessy
with such qualities as poor temp
others, lack of vision, lack of ch lems such as aggression,
depression, diserganization, parangig i

ership conducted til naw concentrated mainly on

been litle systematie study of

an objeclive altitude, (3) lack of 2
" Of seging others as either good or
€ eagerness to do the “right” things.

it approach to leadership has bean
tions of the theory ara the following :
traits of successfyl leaders is ton

seems lo be no finality about it Although hundreds of
identified, no consistent pattern has emerged,

() How much of which trait a successfyl leader must have is not clear,
Furthermore, cartain traits '

Evaluation of the Trait Theory: The tra
severaly Criticised by many, Some of the limita

@ The list of personality long and there
traits have been

{ii) The theary assumas th

(M) Contrary to what the theory

(W) Itis well known that People who fail as leaders and People who never achieye
positions of leadership often pOss
leaders. Thus, for exampie, alth
successful as leaders, many tall i inclination nor the
capabilities lo be leaders, Atthe '
lo positions of leadership.

(W) There islittle consensus on the i
study of extensive leadership Gualities a

magnitude of this problem when he asked 75 top executives ta defing the
term “dependability”, a trait assoc

ated with effective leadership. Tha
executives defined this traitin 147 diff

erent ways, Even after similar definitions
nad been combined, 25 differant definitions remained.

ry Bfleadﬂrship is Irrefevant, With a||
use of certain merits.

One merit relates to the qualities of successfy leadear
traits, a review of studies carried out from 1800 to 1957
be consistently better adjusted, more dnmmant, Mo
and more conservative and have greater interpersong

its limitations, the theory is still relevant becs

5. Focusing on personality
showaq that leaders tend tg
ertm'-rerted, more masculing,
sensitivity than non-eaders.
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ence of personality on one’s effectiveness
is as a person, is an ever present

how and with what success, he fu nctions as a manager.”

The second merit relates to the influ
“ . person's personality, what he fundamentally

and massive influence on

“The personality of man is his inner life, including such inner elements as
background, life history, beliefs, life experiences, attitudes, prejudices, self-image,
fears, loves, hates, hopes and philosophy of life. In this sense, a man is like an
iceberg : only a small fraction of what he appears above the surface (his observable
behaviour, what he does); the rest is his inner life, the 7/8" of the iceberg that lie,

unobservable, below the surface.”

However, the manager’s inner personality causes or ‘spills over’ into his behaviour
which, in turn, affects others with whom he works, eliciting from them either cooperative
or resistance reactions. And, therein lies the manager's fate : cooperative reactions
from his people spell success, resistance reactions, however irrational from the

manager's viewpaoint, usually assure his failure.”

“ Itis clear that there is an influential relationship between a ma nagér‘s toial
personality and his success as a manager on the job. | have submitted this precise
concept to several thousand praclising managers over the years and based on their

experience virtually all acknowledge its validity.”

Third, the view thal leaders are born, not made is in fact, still popular (through
notamong researchers). After a lifetime of reacing popular novels and viewing films
and television shows, perhaps most of us believe, to some extent, that there are
individuals who have predisposition to leadership, that they are natu rally hr}aver. maore
Ellggressiue, more decisive and more articulate than other people.

Finally, the theory has certain practical implications also. If leadership traits
1'I:.l:||l.ll-|:| be identified, then nations and organizations would become far more anphiSEi:HlEﬂ
in §ele-::ting leaders. Only those people who possess the designated leadership
traits wguld become paliticians, officers and managers. Presumably, organizations
and societies would then operate more effectively. |

i
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Contingéncy Theories of Leadership

It became increasingly clear for people studying the leadership phenomenon
tha[}‘predfcting leadership effectiveness was more com!:der than identifying a few
traits or preferable behaviou The failure to abfam_ consistent rt—:-su!fsl led tr:: a fcrrws
on situational or contingency theories of {eadsrshap. As rr{e name n‘seff implies,
contingency theories of leadership are derwgd'ﬁ'um #:e basic proposition _fhta-f the
most effective behaviour for leaders fo engage in is contingent upon charaafelnsﬂcs of

+ ation in which the leaders find themselves. Thus, the types nf questions we
e Ejmi urselves regarding leadership range from those such as “is an employee
n'|.u$’t o | : Jership more effective than a production-oriented one™? to new questions
oriented ?jn der what conditions (in what type of situation) will employee oriented
e Hsl;ip pe effective, and under what different types of conditions will production-
::?:;; leadership be effective.?”

Fiedlers contingency mode, the path-goal theory and the sifualional leadership
Ew'arﬂ the three most popular contingency theories of leadership.

the

Fiedler's Theory: Fiedler's model postulates that effectiveness of a leader

mﬁ'ﬁj'ﬁﬁ'ﬁuﬂmmm style, and (2) the favourableness of the situation.
deper

—
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I N g I -

h ::;d:;‘tzn M:,:u::usl-ﬂ:rk?m Traits: Leaders differ in their mativational styles. Somg
i H;L @ lask done and are naturally task-criented, They are essentially
: n _ approach. Others are relations-motivaled leaders and they bels

in gemng along with athers. These leaders believe in a participative style, Tahi ol
summarises the features of these two slylas. | s

Tm'? motivational styles of a leader are measured through the “least preferred co.
workers® (LPC) concept. The leaders are asked to describe this person on a series
oOf bipolar scales (usually 16 in lotal) such as those shown below: -

Pleasant I Unpleasant
87654321

Rejectling YN Accepling
12345678

Halphl @ @ @ -l Frustrating
87654321

Cpen Guarded
87654321

The responses to these scales are totlaled and averaged, a high LPC score

suggests that the leader has relations-orientation, while a low LPC indicates a task-
orientation. Fiedler's logic is that individuals who rate their least preferred co-worker

in a relatively favourable light on these scales derive satisfaction out of interpersonal
relations; those who rale the co-worker in a relatively unfavourable light get satisfaction
out of successful task performance.

[TABLE 3.8: ESSENTIALS OF RELATION-ORIENTED AND TASK-ORIENTED LEADERSHP|

STYLES
Relation-orfentad Task-oriented
Good interpersonal relations Emphasis on task
accaomplishment
Sensilive to the needs and fealings of others Use of power
Consultation with subordinates Task structura
Mo consultations with

Open communication with subordinates :
subordinates

—

Situational Factors: According to Fiedler the situation is favourable tothe Iaadef
when he has influence and control over his subordinates’ performance. Three factors
are hypothesised (o determine situational favourability : (1) leader-member relations,

(2) task structure, and (3) position power. :
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| eader-Member Relations: When the relationship between the leader and the
subordinaies is good and the leader can count on the loyalty of his subordinates, the
leader's influence and control are high. Poor leader member relations, on the other
hand, impair the leader’s control and contribute to an unfavourable situation to the

leader. |

Task-Structure: This factor describes the extenl to which the tagk has a well
defined goal, has methods of operation that can he easily defined, whose
accomplishment can be easily measured, and also leads to a unique solution. A high
degree of task siructure contributes to a favourable situafion for the leader as it enables
him ta influence and control the behaviour of  subordinate on a structured fask.
\When the task is unstructured, the situation is not favourable to the leader who is
less likely to have any influence and control over his subardinate’s behaviour.

Position Power: Position power comprises formal authority and reward power.
Authority axists to command needed resources for task accomplishment and reward
power to award a reward for good performance and punishment for laxity on the part
of subordinates. The greater the power, the grealer lhe leader's confrol over
subordinates and the more favourable the situation is to the leader.

Over all, situational favourableness is determined by the combination of these
three situational factors. A high controf siluation 0CCUrs where the leader has good
leader-member relations, highly structured tasks and strong position power, Alow
control situation exists when the leader has poor relationships with subordinates,
unstructured tasks and weak posilion power. Hatwean these two situalions exists a

muoderate controd situation

| sadershio Match: According to the contingency theory, a task-oriented leader
hatler than a relation-oriented one in high or low conlrol situations. YWhereas

will
lion-oriented leader will do wellin moderale control situations (See Fig. 3.26)

arela
What are the reasons for such phenomena? Why does a task molivaled leader

perfarm well in both high control and low control situations? Similarly, why does

relations motivated leader do well in a moderate control sifuation? Reasons are nol

difficult to seek.

H.rgn-mn:rui Situation: Since task performance is controlled in high-conlrofled
situations, task-motivated laaders should ba able (o refax and even become considerale
toward their subordinales. By doing so, they can meet the needs of both ihe

' arganization and its members. On the other hand, relation-oriented leaders, who
pride themselves on being able to solve problams with Interpersonal skills, donot find
much ehallenge in i situation. Since their subardinates are wilfing to comply with
their wishes, the managers do nol have much opportunity to use their interpersonal

ahilities.

Moderale
sijuation because

siuation: Relation motivated leaders parform bast in this

(huy are able o accomplish @sk-goals by using their interpersonal
ckills. They are gensitive 10 u""nd"f"ads* of group ﬂ'lﬂﬂ'ﬂ.:'&rs. encourage others to
ipate in the graup process, "ﬂ;;ﬁ:fh‘zte different viewpoint in solving complex
oroblems. On the oihe? hand, task-mothaled saders are so engrossed in accomplishing
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the task that they are not able to deal p:-_:tanliy with interpersonal conflicts and pay
litthe: attention to the needs and feelings of their work group members,

100
[ ]
Bof— =
]
m —
m —_—
E-I'.'I' b
e B e e T . W
£o —
-40 =
-80 p—
A0 p—
l | | | | . | |
Favourable i ] (17 W i Vil Vill Unfavourable
for leader ; for leader
Leader-member Good Good Good Good Good Good Good Good
relations
Task- Strugt- Struct- Unstruct-Unstruct- Struc-  Struct- Unstruct- Unstruct-

Structure ured Yred wred  wred tured  ured ured ured
Leader Strong YWeak Strong  Weak Strong  Weak Slrong  Weak
Position power

Fig. 3.26: Leadarship Effectivenss in the Contingency Theery
(Source: F.E. Fiedler, A Theory of Leader Effectiveness, p, 27)

Low-contral Situation: In this situation, task motivated leaders should be able to
provide the direction that the employees want. When the situation is chaotic, people
will be more concerned with direction and leadership than with interpersonal likes or
dislikes. Although leaders may irritate subordinates at timag by being directive, they
can quickly achieve task-oriented goals by structuring and monitoring the group tasks.
On the other hand, relation motivated leaders are so concerned with interpersonal
relationships, that they feel uneasy about making decisions without consulting athers.
Their hesitation to make decisions can be seen as poor leadership,

Evaluation of the Modsl: Merits: One merit of Fiedler's contingeney model is
that it gives explicit attention to the three important components: the leader, the
situation and the subordinates. It does not suggest that one trait or one behaviour is
suitable for all situations, rather it specifies a variety of situations in which a particular
trait or style can be effective,
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The second merit of the model is that, because of its flexibility, it represents an Notes
improvement over much of the earlier, more naive work in the leadership field and :
providing a useful theoretical framework for further research.

Third, one of the praclical applications of Fielder's theory is a training programme
using the basic ideas of the contingency model. Leader malch is a programmed
learning technigue that trains leaders to modify situation to fit their personality. This
contrasts with most training programmes that try to change the leader’s personality
to fit the situation. The leader malch programme has been used to train leadersina
wide variety of situations, such as the police, middle managers, public health

managers, many personnel and military colleges.

Demerits: First, the meaning of some of the variables included in the model is
not clear. For example, itis difficult to classify tasks as “structured” or “unstructured”
in an absolute sense, since these are relative concepts. What this means in a practical
sense is that a given task could be labelled “unstructured” in one study and *structured”
in another study. This obviously iniroduces emor into the measurement of this variable.

Second, some scholars argue that the contingency model lacks a theoretical
orientation. Since it has been developed from research data rather than being based
on a theoretical scheme, it has a predictive power but lacks an explanatory power. It
does not adequately explain how and why one particular leadership trait is more
desirable than others in a particular situation. '

Third, there is the question of what the LPC scale measures. It does not
satisfactorily explain how and why leaders who describe least preferred co-workers in
negative terms are considered to be task-motivated and those who describe them in
positive terms are considered relation-molivated. Therefore, the theory generally lacks
expianatory power. '

Fourth, the LPC score instrument is itself criticised. It is said that the score
does not reveal the leader behaviour but suggest only his feelings towards his least

preferred co-worker.

Fifth, no attention is given lo the actual technical competence of the leader or
the subordinates. The theory assumes adequate technical competence both in the

leader and in the followers.

In conclusion, it may be stated that Fiedler has clearly made an important
contribution towards understanding leadership effectiveness. His model has been

the object of much controversy and probably will continue to be so. Field studies fall
short of providing full support and the model could benefit by including additional

moderating variables, Bul Fiedler's work continues to be a dominant input in the
development of a contingency explanation of leadership effectiveness,
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Flg. 3.28: Example of Applying Path-Goal Theory
(Source: Richard L. Hughes of al, Leadership, p. 4)

On the negative side of the model, two criticisms are identified. First, the simpiicit,
of the theory is itself ts drawback. Crilics point out that the theory fails to capture gj|

elements of tha leadership process, Second, the theory is yet to be extensively
tested. : I

The Eituat:igg_gl Leadership Theory: Paul Hersey and Kenneth Blancharg
have developed a situational modeg) leadership that adds “maturity” of followers ag
a contingency variable which deserves due consideration. The two authors fee| that
situational leadership requires adjusling the leader's emphasis on task behaviours
(i.e., giving guidance and direction) and relationship behaviour {i.e., offering socio-
emotional support) according to the maturity of follower In performing their tasks.
Maturity in this context is understood not as age or emotional stability but as desire

for achievement, willingness to accept responsibility and task-related ability and
experience. The goals and knowledge of the followers are important variables in
determining effective leadership styla,

Hersey and Blanchard believe that

the relationship between the |leader and
subordinates moves through four phas

es5-a kind of life Cycle-as subordinates develop

be inapprooriate at this stage beca
colleagues. This style is called the °d irecting” or “teiling” approach of leadership.

As subordinates begin to learn their tasks, task-orien
essential, as subordinates are not yet willing or

However, the manager's trust in and support of

ted management remains
able to accept full responsibility.
subordinates can increase as the
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manager becomes familiar with subordinates and desires (o encourage further efforts Notes
on their part. Thus, the manager may choose to initiate employee-oriented behaviours,

This style is called “selling” or “coaching” approach to leadership.

Styie of Leader
High High task and
retationship high
and Low relationship
Task

54 g1

Low High task
relationship | and low

i and law task | relationship

&1 Telling

52 Selling

53 Participating
54 Delegating

& 4—— FRotationship bahaviowr ———» ug

Lowt————
TaBk | —— ok

Behaviour
High Moderate
Md ' Lo
Mature M3 ||' Mz l M1 iR

Maturity of Followers

Fig. 3.28: Tha Situational Thaory of Leadership

In the third phase (here it is the "particinatina®. ce « )
sub_c:-fdinata:s' ability and achievmﬂente:'ngt?u:?;a ::Eg |H§E::§dp':rh;g' at;.rle_-'_!. the
EGI:WEEJF ij'gl_n to seek greater responsibility, The R nd subordinates
dke{.:twﬂ lindeed, close direction might be resented). However Fhr,;g S avelobe
continue to be supportive and considerale in order to stren i Manager will
resoive for greater respansibility, gthen the subordinates'

“‘Delegaling” is the style which the mana i
) ger follows
manager can reduce the amount of support and mu:‘r;?:::l:a: bord
?r&duallfyhﬂﬁmW mare confident, self-directing and g;;paﬁenc.ed“ ;5 - oiingtis
on their own” and no longer need or expect a directive relationshig Wmf: ﬁ‘fﬂ‘natﬂs are
Il‘manﬂ_ger. )

Evaluation: The situational leadership theory has generated :

because it recommends a leadershi
: P type that is d i
static. The mativation, ability and experience of s::::‘;l: ;:: :E’“lhi'f rather than
ust be

stage. Here, the

under flewible and ehanging conditions, If the styla i
v . B appropn aocordi
and Blanchard, it will not only motivate employees byt E.'”Tl:;sg h "ding
!.m-n.r?rﬁs malurity. Further, the theory gives specific attentian to foll i
feelings ﬂllhEII.JI. atask or ot to be done. Finally, the theary is ane |:n1’|r::ﬂ"wE o
‘eadership fraining module available today. Partly enhanced by t‘:’_lmnre Popular
_ € SUCCess of
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Blanchard's book The One Minute Manager, many organizations make use of the
model and its associated instruments.

‘The theary is however, weak on three counts. First, the theory reguires that a
leader be perceptive enough to determine a subordinate’s maturity development level
on a task. How to assess the maturity level is a difficult task. L

Secondly, situational leadership, like most contingency theories, is heavily based
on the need for style flexibility. s it possible to change style as subordinates mature?

Although, it is desirable that the leaders are adaptable, there is a strong belief that
this is not possible.

Finally, the theory assumes that the nature of the task being supervised is such
that the leader can treat each employee in a slightly different way. There is no doubt
that this is a reasonable assumption in many cases. But in practice can a leader
exhibit different leadership styles when all members of the group perform the task
together? This question remains unanswered.

Thus, viewed from conceptual and methodological perspective, the theory remains
anintiifivelv appealing model that needs empirical validation.
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TRANSFORMATIONAL LEADERSHIP

Transformational or charismatic leaders are those who could inspire their followers to transcend thejr
own self-interests for the good of the organizations or for a greater objective. Thus, leaders like Netjj
Subhas Chandra Bose or Gandhiji could inspire their followers to submit their own personal goals of
pursuing lucrative academic or professional careers and sacrifice everything else for the sake of the free-
dom of their motherland from the British rules. By the force of their personal abilities they transformed
their followers by raising the sense of the importance and value of their tasks. Five leadership attributes
have been identified as important in this context, which are self-confidence, a vision, strong conviction
in that vision, extraordinary or novel behaviour and ability to create an image of a change agent.

It is, however, important to note that the effect of cultural difference in the context of leadership
must be considered in order to understand and identify the effective leadership behaviour. An extensive
project has been undertaken jointly by GLOBE foundation and Wharton Business School to identify the
impact of culture on leadership across the world, which concluded only recently. The study has identi-
fied lists of both positive and negative leader attributes, which have been universally accepted across
culture. The findings from the completed phases of the study, however, suggest the presence of a strong
influence of cultural bias on the success and effectiveness of the leaders,

Environmental
Contingency Factors
» Task structure
» Formal authority

= Work group

Leader's Behaviour
= Directive
* Participative . Outcomes
= Achievement- = Performance

oriented » Satisfaction
» Supportive

Subordinate

Characteristics
= Locus of control

= Experience
« Parceived ability

Figure 6.5 House's Path-goal Theory
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CHAPTER SUCCESSFUL

i 1o extend people’s

; 1 . leaders believe they have responsibil
iy e RN Ty fﬂ:;:‘ﬂ. Those ave the surest Ways {0 generare

growth and to create an envirotment where people constanit ; o iR
: j . I the et century, that will be every 1€
intellectual capital and to use that capital to create mew va s SpspelsonS

ultimate fask.”

PASSION WORKS WONDERS

Being a successful entreprencur, Some S3Y, has a simple recipe. Spot an opportunity, Take Risk, [y—
Think Big, Sell the vision 1o various stakeholders and in between all this, Hire Great People. Then, Just |3
Focus, Exccwte and of course correct when necessary. '

This list of First-Generation Entreprencurs have made it big only in the recent past; and they have |,
managed to achieve it mostly on their own. What sets them apart is their passion to perform, their
ability to sail through highs and lows, and their never-say-die attitude.

Cool Operaton: Sunil Bharti Mittat

At age 14, Sunil Bharti bMiral had made op his mmind to do something exceptional in life, though he
didn’t know what. But the second son of politician Sat Paul Mittal had decided he would be in business,
not politics. That fire in the heliy to do something different has been the driving force in Mittal’s liffe,

Mitial started his first business venture at :

Armed with 2 graduate degree from Punjab University,
18 years of age in the manufactming sector with a capital of ¥ 20,000. This was 1976, and his choices
: od his hand a1 manufacturing crankshafts and cycle parts. Then B

anvas, Mittal moved to New Delhi in 1978, With no big industrial family F=S
to fall back on, trading spemned to be the best option and he Was SO0 importing portable gencrators. But .
in & mrmn of events, the government banned import of generators, and Mittal soon had nothing to fall
hack on. Six menths lates, Mittal happened to visit a trade fair in Taiwan where he §
was introduced to push-button telephones, and he soon began importing them to [L5
India. It was this foray into the fringes of the telecom industry that got Mittal
excited. And it was the listmg on the bourses that brought Mittal into the limelight.
Today his empire is a congrlomerate (T 72,000 crore by market cap, with a customer
| base of 18.5 million GSM subseribers and 1.3 million broadband and fixed line

customers), His plans are now to diversify into the food retail sector, with an

initial investment of T 6,000 crore.

740 | The Dynamics of Erdrapreneurial Dovelopmant and Managamani
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One April morning in 2004, Bangalore’s leading biotech player Biocon listed on the National
qeck Exchange. Its market capitalisation was 31 billion and its largest shareholder, Kiran Mazumdar- | N
sw became a much richer woman in a matter of minutes, Starting out as a small enzyme maker [& -j_j_-'
2 1978, she built Biocon into @ biopharmaceutical company of global reckoning, piece by piece. B4
*Leck no doubt had something 1o do with it, but mainly it was perseverance and plain old hard work S Al
st got her to where she 15. Moreover, she had neither business background — her father was a 4 “:‘! -'hl!'l
brewmaster with the UB group — nor did she had a management degree. Mazumdar-Shaw like Azim Premji and N, R
Narayana Murthy, built her company by leveraging intellectual capital and creating a knowledge business. For the longest
tme, bintech was a black box which few people could fathom. So Biocon's business model was not widely understood. From
making enzymes for an Insh partner, Mazumdar-Shaw progressed to developing proprietary manufacturing technology,
moved into contract research and drug development, creating the building blocks for Biocan's future in biepharmaceuticals.

In a worldwide poll conducted by Nateire magazine, Mazumdar-Shaw was voted as the most mfluential person who has
distinguished herself in bictech outside the US and Furope. She is in the company of greats — the American nominee is Arthur
Levinson of biotech giant Genentech and the European winner is Dan Vasella of Novartis. That Mazumdar-Shaw overlook
Philip Yeoh of Singapore’s EDE whe 15 chairman, Agency for Science, Technology and Research as alse Eli Hurvitz of Teva
Pharmaceuticals, makes this 2 sweet victory indeed, Curiously, this biotech icon got fewer votes in India prompting Nature to
comment that she seems to be mare popular outside her home country. Mazumdar-Shaw takes that in her stride. “This is a
huge recopmition for Indizn biotech” she declares modesthy,

Ne fills man: Captain G. R. Qapinath

Gorur Ramaswamy Gopinath came from a small remote village called Gorur in Kamataka, A graduate from the National
D:I':_m:: Academy, he started his career as a commissioned officer in the Indian army; but retumed to his village with T 6,000
in his packet, saw an Opportunity in agriculture, and later wog a ‘Raolex award for Enterprise’, for breaking new ground in
ecolomical silk farming,

Il:! 1995, however, Gopinath moved 1o Bangalore to secure his children's education and it was here that he began his
tryst with the airline industry; setting up Deccan Aviation, India's first private heli-charter company. Encouraged by jts
commercial success he set up Air Deccan in 2003 with one 48-seater ATR turboprop aircraft that connected low-trafic
destmations. Not that Gopinath had it easy. A few seconds before the inaugural take-off, the aireraft engine caught fire and
passengers had a miraculows escape. Then came in opposition from other airlines on parking rights, check-in counters and
fight timings. Even today, with its balancesheet continuing to blesd, eritics say the company is going about in a haphazard
manner.

But despite the occasional skad or two, what cannot be dismissed is that Uopmath has led the no-fell and lowe-cost
Strategy in Indian air travel. And Air Decean has grown to a fleet of 28 aircraft, its sehedule has moreased 1o 22] Mights, its
Er;un: melwork stretches to 51 airports, it has carried about thres million passengers to date, and has an average load factor of

per cent.

Mtgt&a.ﬂufﬁ‘lﬂmq?amm@ﬂﬂmﬁ

Unlike Gopinath, the 30-something Semeer Gehlaut did not start small. A mechanical engineer from [T, Delhi, he had
8 successful carth-moving business — Mackenna Minerals and Equipment. With money saved from this, and from his earlier
§obs at oilfield services companies Schlumberger and Halliburton, he bought a seat on the Bombay Stock. Exchange in 1998-
59 through Inorbit Securities,
By year 2000 friends Rajiv Rattan and Saurabh Mittal, whom he had worked with a8 Schlimberger and Halliburton,
Joined i, and Inorbit was renamed Indiabulls, When the company listed en the bourses in 1999, it cost ¥ 19 a share. This mind
¥ou, was followed by the dot.com bust; and it wouldn't have been urreasonable for many o consider it part of just that,

But remarkably, the company diversified and is today a leader in retail financial services, with & etwork of gver 270
offices in ever 90 cites, Along with its subsidiary companies, it offers consumer loans, brokerage and depository services,
mutual finds, personal loans and home loans,

Successful Entrepransurs | Tdd |

I
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Highs and Laws: Avnish Bajaj

It isn't easy heing an entrepreneur at times, and Bajaj at 34, knows this well. A §
B.Tech. in computer science from IT Kanpur, Bajaj moved to the US to further
pursue education, and passed out as Baker scholar from Harvard Business School
He then went on to work with Goldman Sachs. In year 2000 he retumed to India to
form Baazee.com, along with fellow Harvard Business graduate Suvir Sujan, Like il
Ciehlaut, he too survived the dot.com bust. In four years' time, Baaree, com established
itself as the only anction Website in India with & sound business model, Baazee,com was bought out eventually e-Bay for 850
mrml i,

But the lowest ebb in Bajaj's career was yet 1o come. In year
2004, accused of facilitating the sale of ‘obscene material® through his | s
website, Bajaj was amested and had to spend more than a week in & [S50
Tihar jail, just like any other undertrial would The mdustry’s strong [
reaction to his arrest is a known story, and it shill stands by his side. [
There is an amendment in the IT Act that is being pushed for, which [y
insists on equitable Hability between the host and the uploader of content.

But even all the education in the world and the money made, dop I
ol guaraniee an entreprencur & smooth ride. For Bajaj it was quick L il o
recovery that was cssential. “On average, life is fair," he says. “Yet, this EEeaEE s
happens when one takes a long enough period of fime into consideration — aver shett periods it can swing either way."

Today Bajaj is on a short sabbatical in the US, but has not lost faith in the Indian story (he' continues as chairman, e-Bay
indin}. Meanwhile, he 15 building up lis investments in the Indian stockmarkets as a small investor, and hizs bets are on the
pharma sector,

DREAMING BIG

Entrepreneur achievers who write their own success staries have, A Clear Wisian; Degire to Excell; Clear-cut Strategy.
_ Jsk venture capitalists what they Jock for m & company they like o fund and the first thing they say s the market they
are in and vision; second: people; and third: o unique value propositicn,

In India today few ofher sectors receive as muuch early- and mid-stage investment as information technology, The
companies below are IT start-ups who've been through the initial struggle, and have managed to convince others o e big
money on their small ventures, More importantly, as veniure capitalist puts it, they bave “their Sl i (32 e

This required many to give jobs, and risk it o : - :
budding a ::"?Jd team. :.::ij] Ifﬁ}' smhg {H’at:h Hﬂ:t:,';h;ali:ac.l fthe hope of making it big. All have one problem in common:

Mafiemytvip.com, Delhi

When Deep Kalra gradusted from M Ahmedabad (1992) his career choice was obvigus "
he joined ABN Amro. Thereon, he moved to AMF Bowling {ngnh introduced Mﬂn?ﬁﬁmiﬁﬁﬁme i o
of the Indian aﬂ:mnl_inmt} after which he joined GE in business development, *Somewhere i e e ;IIE i mnnl;spaﬁ
wanted to do something of my cum. In 1998, T planned & mp to Thailand and llubuu.kiﬂgg were made on thifl r:ﬂ Eﬂ- b
tumed out to be 30 per cent cheaper and was also very convenient. That's when I decided to sat Yol o
ovwn,” says Deep Kalra, founder and CEO of MakeMyTrip,com. A THVEL el gty
Er'rhﬂnm_:s invested cloze 1o T 10 crore in the business, from which he began to cater to the market, *
E-h‘ﬁuun ::mm to ¢lose shop in iud_:n &% the partners wanted to set out on their OWN overseas, #:hmm{mimmﬂm
was backed by a small gnupnfmwml".gays Kalra. Then came the next stage — of setting up a portal mmm

- @i 53 1N INDLA
F.‘\.'-TEE" H:-"_" DOING BESING I TIAL et

- ol H
g : Coey e L

e R R

T?dn:.r Makemytrip has grown to from 42 people (when we started gix years back) to over 200 pecple. “We will meet

our projected revenme of T 190 b i : :
to our kifty,” adds Kalra, e ™ o Murch 2005, Besides, there is ¥ 20 crore in cross commission that would come

T42 | The Dynamics of Entreprensyrial Develoomant snd Managemant
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iasolutians, Hyderabad |

: ing physics for five years at

o e e

mwmatthanglﬂnmﬂu . i nnlmh]amn'stemsanHﬂSLJmlhuusnnd
-t o friend, formed Ocimum Biosolutions (! : into & compa

S0 h‘_gﬁh 1:::2% hT‘Em:,rdmhl ad. What started ou as a contract rﬁﬁﬂﬂ'r_‘:h_ Tl; f;ﬂ}rﬂr E._?,EE faﬂﬁmﬁfmm ‘ﬁ

fhen establishes & Ocimum’s product Optgene — 8 gene optimis =

with several products. n ﬁ'ﬂ’

' [poovation of Year pward. -

e recently acquired a small company in Germany,

Ocimum is toda: a complete life scienca. R&D enabling ComEs _
Eﬂﬁm Acharya is zlﬁe on the heels of raising $5.5 million in private equl
[ ;

inorgan:t

Gridlogic, Pune
an engineering graduate from

irish 31 wsed $600,000 in 2006 n VC funding from IndiaCo Ventures. Sinha, :
mﬁmﬁe erstwhile Hughes Software (now Flextronics) in New Delhi for uuj:&aﬂd—a_-]mri [biﬂ;‘ﬂl ﬂﬂg
up Gridlogice in end-2003 to help companies and institutions meet their growing compuiing requir

around for incubators and came across IndiaCo,” he says. _ —_— 1

Grid computing, Sinha explains, is “bindng multiple computers to act as one, with all their power combined.” “There's
whole lot of data which needs to be run every five seconds or 5o and evaluated for action;” he says.

The money Sinha has just raised will help him enhance his products, develop marketing and sales operations aml;l take a
strategic interest in a couple of applications companics. “Chir products don't have a direct route to the marked,"” he ?nmts ot
“We provide components for the grid infrastructure, which need to be bundled with an application for end users like banks,
miversities, R&D establishments, energy vendors,”

Vegayan Systems, Mumbai

Girish P Saraph spent 13 years in the US after he decided to retum to India to work as an associate professor with the
Indian institute of Technology, Mumbai, in the depanment of elecirical engineering. Here he invented a routing technology
that he claims improves significantly the flow of packets of data. Based on the MPLS (multi-protocol label switching) model,
it gives network operators flexibility in diverting and routing traffic around link failure, congestion and bottlenecks,

Saraph calls this the VS routing scheme, and says it is highly scalable and dynamic. Depite it being a more expensive
proposition, he has filed for international [P protection. Vegayan recently raised 575,000 as venture capital funding from the
California-based Draper Fisher Jurvetson (it was one of two companies selected out of 123). “The funding is most welcome,™
he says, “but a large part will go in building & team and paying high salaries, that even Indians are now getting used to,”

A leader, Nepoleon Bonaparte once said, is a dealer in hope. He couldn't have been more accurate. Leaders are the ones
whe envision great things and lead others to achieving them. They are the ones who, by appealing toa greater cause, bring
vastly different people with often conflicting objectives to work together towards a common goal, and they are the ones who,
when everyone else is lost, seem to know the right direction.

The enfrepreneir It?.d-ars of the 215t century who have pioneered certain businesses, are relatively young, well educated,
smarter, :aml}_ll:l-nuslmﬂ highly motivated than most of their peers, are driven, or are simply dogeed. They do not hesitate to
take on seemingly impossible goals and inspire everyone else around them to help achieve those goals. Needless to say, India
ﬁlmm&mmuﬁ In every _5ph1:_rc "o do the _mh of inspinng all other young Indians in the 21st century. Further, fulfilling
:mhn::: anilm ﬁ;mﬁ:aﬁéﬁ ]ﬂ“En W:;T;ﬁnli ;rmtu::r:::w hlﬁi].‘ﬁi& ;:ntw:sl.. partnering enterprises on the move, till they
drive are the principle LasI:s of business leaders, y i S T

iIT. Kharagpur, moved to the US to acquire a master’s
Rt when vou know you can't be best in a field, it is

and says that it is the company’s customer base that has come of

i thy focus areas in BiolT, microarrays and
e ty money she wanls 1o use for more
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WORLD LEADERS IN BUSINESS TECHNOLOGY AND IHHﬂ\’ATIQHt "
There have been a large number of putstanding successes j::uifaﬂi:l:::I:J..'lsstr.:Ilr I:n::?l': ;:, are unli.r ;:Thet;im e

i jon in hi change
cenfamﬂmreaflmwaummhmh_m:h.ﬂlnt:m :
m will really join the world leaders in technology and high tech.
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