Week Nine Lecture Notes 

CONTROLLING FUNCTION
Controlling is one of the managerial functions like planning, organizing, staffing and directing.

It is an important function because it helps to check the errors and to take the corrective action so that deviation from standards are minimized and stated goals of the organization are achieved in a desired manner. 
According to modern concepts, control is a foreseeing action whereas earlier concept of control was used only when errors were detected. Control in management means setting standards, measuring actual performance and taking corrective action. Thus, control comprises these three main activities. 

According to Henri Fayol, controlling is an undertaking consists of seeing that everything is being carried out in accordance with the plan which has been adopted, the orders which have been given, and the principles which have been laid down. Its object is to point out mistakes in order that they may be rectified and prevented from recurring. On the other hand, EFL Breach defines controlling is checking current performance against pre-determined standards contained in the plans, with a view to ensure adequate progress and satisfactory performance. While Harold Koontz, defined controlling is the measurement and correction of performance in order to make sure that enterprise objectives and the plans devised to attain them are accomplished. 
Characteristics of Control 
· Control is a continuous process 
· Control is a management process 
· Control is embedded in each level of organizational hierarchy 
· Control is forward looking 
· Control is closely linked with planning 
· Control is a tool for achieving organizational activities 
· Control is an end process 
· Control should be understandable to those using the system

· Be acceptable i.e the project team must believe in the usefulness of the control system

· Should have timeliness i.e. anticipate & report deviations on a timely basis.

· It should provide guidance i.e. should indicate the nature of corrective action to be taken.

· Control system should be economical to operate
· Flexible so as to react to unforeseen changes

· Accurate 
Classifications of Control 
Control may be grouped according to three general classifications:  
· The nature of the information flow designed into the system (Open and Closed-loop Control) 
· The kind of components included in the design (Man or Machine Control Systems)
· The relationship of control to the decision process (Organizational or Operational Control). 
1.  Open and Closed-Loop Control

A Street-lighting system controlled by a timing device is an example of an open and close loop system. At a certain time each evening, a mechanical device closes the circuit and energy flows through the electric lines to light the lamps. However, it is important to note that the timing mechanism is an independent unit and is not measuring the objective function of the lighting system.  
2.  Man and Machine Control

The elements of control are easy to identify in machine systems. For example, the characteristic to be controlled might be some variable like speed or temperature, and the sensing device could be a speedometer or a thermometer. An expectation of precision exists because the characteristic is quantifiable and the standard and the normal variation to be expected can be described in exact terms.  
3.  Organizational and Operational Control 
The concept of organizational control is implicit in the bureaucratic theory of Max Weber. Associated with this theory are such concepts as "span of control", "closeness of supervision", and "hierarchical authority". Organizational control is the approach used in the program of review and evaluation which depends on the reason for the evaluation that is:

· Is it because the system is not effective (accomplishing its objectives)?
· Is the system failing to achieve an expected standard of efficiency? 
· Is the evaluation being conducted because of a breakdown or failure in operations? 
· Is it merely a periodic audit and review process?

Types of Control
1.  Feed Forward Control
They are used to anticipate problems (‘what if’) before they arise so that problems do not occur later during the conversion process. They give stringent product specifications to suppliers in advance. Feed forward control can be used to keep in contact with suppliers and to monitor their progress.

2.   Concurrent Controls

Concurrent controls also known as Steering Controls and they operate as follows:

· They give managers immediate feedback on how efficiently inputs are being transformed into outputs.

· They allow managers to correct problems as they arise.

3.  Feedback Controls
Feedback controls are also known as Post Action Controls. They are used to provide information at the output stage about customers’ reactions to goods and services so that corrective action can be taken if necessary. 
Diagrammatical Presentation of Controlling Process 

The control process involves carefully collecting information about a system, process, person, or group of people in order to make necessary decisions about each. Managers set up control systems that consist of four key steps:                                
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a) Establish standards to measure performance: Within an organization's overall strategic plan, managers define goals for organizational departments in specific, operational terms that include standards of performance to compare with organizational activities. These include:
	· Time standards

· Cost standards

· Behavioral standards
	· Discipline standards

· Quality of service standards



b) Measure actual performance: Once standards have been established, there is need to measure performance against the set standards. In this case, managers can measure outputs resulting from worker behavior or they can measure the behavior themselves.
Note: The more non-routine the task, the harder it is to measure behavior or outputs. Here, performance may be measured against:
	· Effort (Energy, zeal, enthusiasm, drive)

· Effectiveness (doing the right things)

· Adequacy (satisfying)
	· Efficiency (cost/ resource minimization)

· Process (thoroughness, adhering to instructions)


c) Compare performance with the standards: This step compares actual activities to performance standards. When managers read computer reports or walk through their plants, they identify whether actual performance meets, exceeds, or falls short of standards. Typically, performance reports simplify such comparison by placing the performance standards for the reporting period alongside the actual performance for the same period and by computing the variance that is the difference between each actual amount and the associated standard. Deviation can arise from:

	· Unrealistic standards

· Lack of efficiency

· Conditions of equipment
	· Inadequate level of facilitation

· Lack of training



d) Take corrective actions: When performance deviates from standards, managers must determine what changes, if any, are necessary and how to apply them. In the productivity and quality-centered environment, workers and managers are often empowered to evaluate their own work. After the evaluator determines the cause or causes of deviation, he or she can take the fourth step corrective action. The most effective course may be prescribed by policies or may be best left up to employees' judgment and initiative. The following are the major forms of corrective actions:
· Corrections: Here, it is assumed that the original project plans still have merit. In this case, an action taken usually involves re-allocation of resources or time.

· Re-planning: This involves changing members’ expectations of the project results. Sometimes, the same technical outputs may be achieved but at a greater cost and more time, or the technical outputs may have to be changed. 

· Termination of the Project: In exceptional circumstances, the project may have to be terminated given that it no longer or can no longer serves its purpose.

Note: Form 1 & 2 can be applied to the project components like human resource, cost, time and quality.

Controlling Techniques 

Controlling techniques/systems refer to systems that provide managers with information about whether the organisations’ strategy and structure are working effectively and efficiently. They are both financial and non financial which include:
a) Direct Supervision and Observation/ Behavioral Control: 'Direct Supervision and Observation' is the oldest technique of controlling. The supervisor himself observes the employees and their work. This brings him in direct contact with the workers. So, many problems are solved during supervision. This can be an effective way of motivating employees since managers teach subordinates appropriate behaviors. However, it is very expensive because managers can personally mange only a relatively small number of subordinates effectively. It can also de-motivate subordinates if they feel that they are under such close scrutiny that they are not free to make their own decisions. 
b) Financial Measures: All business organizations prepare financial statements of accounts. It gives a summary of the income and expenses for a specified period. Financial statements are used to control the organization profit ratios, liquidity ratios, activity ratios and leverage ratios. 
c) Budgetary Control: A budget is a planning and controlling device. Budgetary control is done for all aspects of a business such as income, expenditure, production, capital and revenue. Budgetary control is done by the budget committee.
d) Break Even Analysis: Break Even Analysis or Break Even Point is the point of no profit, no loss. For instance when an organisation sells 50,000 cars it will break even. It means that, any sale below this point will cause losses and any sale above this point will earn profits hence organizations will strive to break even.
e) Return on Investment (ROI): Investment consists of fixed assets and working capital used in business. Profit on the investment is a reward for risk taking. If the ROI is high then the financial performance of a business is good and vice-versa. ROI is a tool to improve financial performance. It helps the business to compare its present performance with that of previous years' performance. It helps to conduct inter-firm comparisons. It also shows the areas where corrective actions are needed.
f) Management by Objectives (MBO): MBO facilitates planning and control. It must fulfill following three requirements that is; the objectives for individuals are jointly fixed by the superior and the subordinate, periodic evaluation and regular feedback to evaluate individual performance and achievement of objectives brings rewards to individuals. 
g) Management Audit: Management Audit is an evaluation of the management as a whole. It critically examines the full management process, i.e. planning, organizing, directing, and controlling. It finds out the efficiency of the management. 
h) Management Information System (MIS): In order to control the organization properly the management needs accurate information. They need information about the internal working of the organization and also about the external environment..

i) PERT and CPM Techniques: Programme Evaluation and Review Technique (PERT) and Critical Path Method (CPM) techniques were developed in USA in the late 1950's. Any programme consists of various activities and sub-activities. Successful completion of any activity depends upon doing the work in a given sequence and in a given time.

j) Self-Control: Self-Control means self-directed control. A person is given freedom to set his own targets, evaluate his own performance and take corrective measures as and when required. Self-control is especially required for top level managers because they do not like external control. 
k) Bureaucratic Control: This is a type o control through a system of rules and Standard Operating Procedures (SOPs) that shapes and regulates the behavior of divisions, functions and individuals. The problems with bureaucratic control are that: rules are easier to make than discarding them, leading to bureaucratic ‘red tape’ and slowing organizational reaction times to problems; and organizations become too standardized and lose flexibility to learn, to create new ideas, and solve to new problems.

l) Clan Control: This is that which is exerted on individuals and groups in an organization by shared values, norms, standards of behavior, and expectations. However, some individuals and cliques sometimes establish a counterculture that may undermine the control mechanisms in place. 
Importance of Controlling 

· It enables project participants assess how far the activities have been carried out.

· Assists project participants determine how resources are being utilized.

· Helps identify problems or shortcomings in time so that something can be done before they do much harm.

· Helps record accurate information on the project.   

· Provides regular feedback on the progress of the project or activity implementation.

· Provides learning experience 
· Create better quality

·  Helps cope with change 

·  Highlights the strengths and weaknesses of the M&E system.
· Facilitates decision making
· Improves employee morale (motivates employees)
· Helps in achieving better coordination
· Helps in better planning
· Helps to fix responsibility
· Control facilitates delegation 
How to Make Controlling Effective 
· Feedback
· Objective
· Suitability
· Prompt Reporting
· Forward Looking
· Pointing out Exceptions
· Motivation
· Suggest Remedial Action
· Understandable and Economical

Challenges Organisations Face in Controlling 
· Difficulties of measuring the base No uniformity of approaches in measuring performance
· Not the entire staff or stakeholder community take part in the control exercise
· No clear method of absorbing results and recommendations of monitoring reports
· Poor planning

· Human resource component and composition

· Rapidly changing circumstances

· Poor quality monitoring & evaluation systems
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