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INTRODUCTION TO MANAGEMENT

1.1 INTRODUCTION

A business develops in course of time with complexities. With increasing
complexities managing the business has become a difficult task. The need of
existence of management has increased tremendously. Management is essential not
only for business concerns but also for banks, schools, colleges, hospitals, hotels,
religious bodies, charitable trusts etc. Every business unit has some objectives of its
own. These objectives can be achieved with the coordinated efforts of several
personnel. The work of a number of persons are properly co-ordinated to achieve the
objectives through the process of management is not a matter of pressing a button,
pulling a lever, issuing orders, scanning profit and loss statements, promulgating rules
and regulations. Rather it is the power to determine what shall happen to the
personalities and happiness of entire people, the power to shape the destiny of a
nation and of all the nations which make up the world." Peter F. Drucker has stated in
his famous book "The Practice of Management" that, "the emergence of management
as an essential, a distinct and leading social institution is a pivotal event in social
history. Rarely in human history has a new institution proved indispensable so
quickly and even less often as a new institution arrived with so little opposition, so
little disturbance and so little controversy?"

Management is a vital aspect of the economic life of man, which is an organised
group activity. It is considered as the indispensable institution in the modern social
organization marked by scientific thought and technological innovations. One or the
other form of management is essential wherever human efforts are to be undertaken
collectively to satisfy wants through some productive activity, occupation or
profession.
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It is management that regulates man's productive activities through coordinated use of
material resources. Without the leadership provided by management, the resources of

production remain resources and never become production.

Management is the integrating force in all organized activity. Whenever two or more
people work together to attain a common objective, they have to coordinate their
activities. They also have to organize and utilize their resources in such a way as to
optimize the results. Not only in business enterprises where costs and revenues can be
ascertained accurately and objectively but also in service organizations such as
government, hospitals, schools, clubs, etc., scarce resources including men, machines,
materials and money have to be integrated in a productive relationship, and utilized
efficiently towards the achievement of their gals. Thus, management is not unique to

business organizations but common to all kinds of social organizations.

Management has achieved an enviable importance in recent times. We are all
intimately associated with many kinds of organizations, the most omnipresent being
the government, the school and the hospital. In fact, more and more of major social
tasks are being organized on an institution basis. Medical care, education, recreation,
irrigation, lighting, sanitation, etc., which typically used to be the concern of the
individual or the family, are now the domain of large organizations. Although,
organizations other than business do not speak of management, they all need
management. It is the specific organ of all kinds of organizations since they all need
to utilize their limited resources most efficiently and effectively for the achievement
of their goals. It is the most vital forces in the successful performance of all kinds of

organized social activities.
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Importance of management for the development of underdeveloped economies has
been recognized during the last one and a half decade. There is a significant gap
between the management effectiveness in developed and underdeveloped countries. It
is rightly held that development is the function not only of capital, physical and
material resources, but also of their optimum utilization. Effective management can
produce not only more outputs of goods and services with given resources, but also
expand them through better use of science and technology. A higher rate of economic
growth can be attained in our country through more efficient and -effective
management of our business and other social organizations, even with existing
physical and financial resources. That is why it is now being increasingly recognized

that underdeveloped countries are indeed somewhat inadequately managed countries.

The emergence of management in modern times may be regarded as a significant
development as the advancement of modern technology. It has made possible
organization of economic activity in giant organizations like the Steel Authority of
India and the Life Insurance Corporation of India. It is largely through the
achievements of modern management that western countries have reached the stage of
mass consumption societies, and it is largely through more effective management of
our economic and social institutions that we can improve the quality of life of our
people. It is the achievements of business management that hold the hope for the huge
masses in the third world countries that they can banish poverty and achieve for

themselves decent standards of living.
1.2 DEFINITION OF MANAGEMENT
Although management as a discipline is more than 80 years old, there is no common

agreement among its experts and practitioners about its precise definition. In fact, this

Is so in case of all social sciences like psychology,
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sociology, anthropology, economics, political science etc. As a result of
unprecedented and breath-taking technological developments, business organizations
have grown in size and complexity, causing consequential changes in the practice of
management. Changes in management styles and practices have led to changes in
management thought. Moreover, management being interdisciplinary in nature has
undergone changes because of the developments in behavioural sciences, quantitative
techniques, engineering and technology, etc. Since it deals with the production and
distribution of goods and services, dynamism of its environments such as social,
cultural and religious values, consumers' tastes and preferences, education and
information explosion, democratization of governments, etc., have also led to changes
in its theory and practice. Yet, a definition of management is necessary for its

teaching and research, and also for improvement in its practice.

Many management experts have tried to define management. But, no definition of
management has been universally accepted. Let us discuss some of the leading

definitions of management:

Peter F. Drucker defines, "management is an organ; organs can be described and
defined only through their functions".

According to Terry, "Management is not people; it is an activity like walking,
reading, swimming or running. People who perform Management can be designated
as members, members of Management or executive leaders."

Ralph C. Davis has defined Management as, "Management is the function of

executive leadership anywhere."

According to Mc Farland, "Management is defined for conceptual, theoretical and
analytical purposes as that process by which managers create, direct, maintain and
operate purposive organization through systematic, co-ordinated co-operative human

effort."”
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Henry Fayol, "To mange is to forecast and plan, to organize, to compound, to co-

ordinate and to control.”

Harold Koontz says, "Management is the art of getting things done through and

within formally organized group."

William Spriegal, "Management is that function of an enterprise which concerns itself
with direction and control of the various activities to attain business objectives.
Management is essentially an executive function; it deals with the active direction of

the human effort."

Kimball and Kimball, "Management embraces all duties and functions that pertain to
the initiation of an enterprise, its financing, the establishment of all major policies, the
provision of all necessary equipment, the outlining of the general form of
organization under which the enterprise is to operate and the selection of the principal

officers."

Sir Charles Reynold, "Management is the process of getting things done through the
agency of a community. The functions of management are the handling of community
with a view of fulfilling the purposes for which it exists."

E.F.L. Brech, "Management is concerned with seeing that the job gets done, its tasks

all centre on planning and guiding the operations that are going on in the enterprise."

Koontz and O'Donnel, "Management is the creation and maintenance of an internal
environment in an enterprise where individuals, working in groups, can perform
efficiently and effectively toward the attainment of group goals. It is the art of getting

the work done through and with people in formally organized groups."

James Lundy, "Management is principally a task of planning, co-ordinating,

motivating and controlling the efforts of other towards a specific objective. It involves
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the combining of the traditional factors of production land, labour, capital in an
optimum manner, paying due attention, of course, to the particular goals of the
organization."

Wheeler, "Management is centered in the administrators or managers of the firm who

integrate men, material and money into an effective operating limit."

J.N. Schulze, "Management is the force which leads guides and directs an
organization in the accomplishment of a pre-determined object."

Oliver Scheldon, "Management proper is the function in industry concerned in the

execution of policy, within the limits set up by the administration and the

employment of the organization for the particular objectives set before it."

Keith and Gubellini, "Management is the force that integrates men and physical plant

into an effective operating unit."

Newman, Summer and Warren, "The job of Management is to make co-operative
endeavour to function properly. A manager is one who gets things done by working

with people and other resources in order to reach an objective."

G.E. Milward, "Management is the process and the agency through which the

execution of policy is planned and supervised."

Ordway Tead, "Management is the process and agency which directs and guides the

operations of an organization in the realizing of established aims."

Mary Parker Follett defines management as the "art of getting things done through
people”. This definition calls attention to the fundamental difference between a
manager and other personnel of an organization. A manager is one who contributes to
the organization’s goals indirectly by directing the efforts of others — not by
performing the task himself. On the other hand, a person who is not a manager makes

his contribution to the organization’s goals directly by performing the task himself.

Sometimes, however, a person in an organization may play both these roles

simultaneously. For example, a sales manager is performing a managerial role when
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he is directing his sales force to meet the organization’s goals, but when he himself is
contacting a large customer and negotiating a deal, he is performing a non-managerial
role. In the former role, he is directing the efforts of others and is contributing to the
organization’s goals indirectly; in the latter role, he is directly utilizing his skills as a
salesman to meet the organization’s objectives.

A somewhat more elaborate definition of management is given by George R. Terry.
He defines management as a process "consisting of planning, organizing, actuating
and controlling, performed to determine and accomplish the objectives by the use of
people and other resources". According to this definition, management is a process — a
systematic way of doing things. The four management activities included in this
process are: planning, organizing, actuating and controlling. Planing means that
managers think of their actions in advance. Organizing means that managers
coordinate the human and material resources of the organization. Actuating means
that managers motivate and direct subordinates. Controlling means that managers
attempt to ensure that there is no deviation from the norm or plan. If some part of their

organization is on the wrong track, managers take action to remedy the situation.

To conclude, we can say that various definitions of management do not run contrary
to one another. Management is the sum-total of all those activities that (i) determine
objectives, plans, policies and programmes; (ii) secure men, material, machinery
cheaply (iii) put all these resources into operations through sound organization (iv)
direct and motivate the men at work, (v) supervises and control their performance and
(iv) provide maximum prosperity and happiness for both employer and employees

and public at large.

1.3 CHARACTERISTICS OF MANAGEMENT
Management is a distinct activity having the following salient features:

Economic Resource : Management is one of the factors of

production together with land, labour and capital.
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As industrialization increases, the need for managers also increases. Efficient
management is the most critical input in the success of any organized group activity
as it is the force which assembles and integrates other factors of production, namely,
labour, capital and materials. Inputs of labour, capital and materials do not by
themselves ensure production, they require the catalyst of management to produce
goods and services required by the society. Thus, management is an essential

ingredient of an organization.

Goal Oriented : Management is a purposeful activity. It coordinates
the efforts of workers to achieve the goals of the organization. The success of
management is measured by the extent to which the organizational goals are achieved.
It is imperative that the organizational goals must be well-defined and properly

understood by the management at various levels.

Distinct Process : Management is a distinct process consisting of
such functions as planning, organizing, staffing, directing and controlling. These
functions are so interwoven that it is not possible to lay down exactly the sequence of

various functions or their relative significance.

Integrative Force : The essence of management is integration of
human and other resources to achieve the desired objectives. All these resources are
made available to those who manage. Managers apply knowledge, experience and
management principles for getting the results from the workers by the use of non-
human resources. Managers also seek to harmonize the individuals' goals with the

organizational goals for the smooth working of the organization.

System of Authority : Management as a team of managers
represents a system of authority, a hierarchy of command and control. Managers at
different levels possess varying degree of authority. Generally, as we move down in
the managerial hierarchy, the degree of authority gets gradually reduced. Authority

enables the managers to perform their functions effectively.
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Multi-disciplinary Subject : Management has grown as a field of
study (i.e. discipline) taking the help of so many other disciplines such as engineering,
anthropology, sociology and psychology. Much of the management literature is the
result of the association of these disciplines. For instance, productivity orientation
drew its inspiration from industrial engineering and human relations orientation from
psychology. Similarly, sociology and operations research have also contributed to the

development of management science.

Universal Application : Management is universal in character. The
principles and techniques of management are equally applicable in the fields of
business, education, military, government and hospital. Henri Fayol suggested that
principles of management would apply more or less in every situation. The principles
are working guidelines which are flexible and capable of adaptation to every

organization where the efforts of human beings are to be coordinated.

1.4 MANAGEMENT FUNCTIONS /PROCESS OF MANAGEMENT

There is enough disagreement among management writers on the classification of
managerial functions. Newman and Summer recognize only four functions, namely,

organizing, planning, leading and controlling.

Henri Fayol identifies five functions of management, viz. planning,

organizing, commanding, coordinating and controlling. Luther Gulick

states seven such functions under the catch word "POSDCORB' which

stands for planning, organizing, staffing, directing, coordinating, reporting

and budgeting. Warren Haynes and Joseph Massie classify management

functions into decision-making, organizing, staffing, planning, controlling,
communicating and directing. Koontz and O'Donnell divide these functions

into planning organizing, staffing, directing and controlling.

For our purpose, we shall designate the following six as the functions of a manager:
planning, organizing, staffing, directing, coordinating and controlling.
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Planning : Planning is the most fundamental and the most pervasive
of all management functions. If people working in groups have to perform effectively,
they should know in advance what is to be done, what activities they have to perform
in order to do what is to be done, and when it is to be done. Planning is concerned
with ‘'what’, 'how, and 'when' of performance. It is deciding in the present about the
future objectives and the courses of action for their achievement. It thus involves:

determination of long and short-range objectives;
development of strategies and courses of actions to be

followed for the achievement of these objectives; and
formulation of policies, procedures, and rules, etc., for the implementation of

strategies, and plans.

The organizational objectives are set by top management in the context of its basic
purpose and mission, environmental factors, business forecasts, and available and
potential resources. These objectives are both long-range as well as short-range. They
are

divided into divisional, departmental, sectional and individual objectives or goals.
This is followed by the development of strategies and courses of action to be followed
at various levels of management and in various segments of the organization. Policies,
procedures and rules provide the framework of decision making, and the method and
order for the making and implementation of these decisions.

Every manager performs all these planning functions, or contributes to their
performance. In some organizations, particularly those which are traditionally
managed and the small ones, planning are often not done deliberately and
systematically but it is still done. The plans may be in the minds of their managers
rather than explicitly and precisely spelt out: they may be fuzzy rather than clear but
they are always there. Planning is thus the most basic function of management. It is

performed in all kinds of organizations by all managers at all levels of hierarchy.

Organizing : Organizing involves identification of activities required for the

achievement of enterprise objectives and implementation of plans; grouping of
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activities into jobs; assignment of these jobs and activities to departments and
individuals; delegation of responsibility and authority for performance, and provision
for vertical and horizontal coordination of activities. Every manager has to decide
what activities have to be undertaken in his department or section for the achievement
of the goals entrusted to him. Having identified the activities, he has to group identical
or similar activities in order to make jobs, assign these jobs or groups of activities to
his subordinates, delegate authority to them so as to enable them to make decisions
and initiate action for undertaking these activities, and provide for coordination
between himself and his subordinates, and among his subordinates. Organizing thus

involves the following sub-functions :

o Identification of activities required for the achievement of

objectives and implementation of plans.

o Grouping the activities so as to create self-contained jobs.
) Assignment of jobs to employees.
. Delegation of authority so as to enable them to perform their

jobs and to command the resources needed for their

performance.
o Establishment of a network of coordinating relationships.

Organizing process results in a structure of the organization. It comprises
organizational positions, accompanying tasks and responsibilities, and a network of

roles and authority-responsibility relationships.

Organizing is thus the basic process of combining and integrating human, physical
and financial resources in productive interrelationships for the achievement of
enterprise objectives. It aims at combining employees and interrelated tasks in an
orderly manner so that organizational work is performed in a coordinated manner, and

all efforts and activities pull together in the direction of organizational goals.
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Staffing : Staffing is a continuous and vital function of management. After the
objectives have been determined, strategies, policies, programmes, procedures and
rules formulated for their achievement, activities for the implementation of
strategies, policies, programmes, etc. identified and grouped into jobs, the next
logical step in the management process is to procure suitable personnel for manning
the jobs. Since the efficiency and effectiveness of an organization significantly
depends on the quality of its personnel and since it is one of the primary functions of
management to achieve qualified and trained people to fill various positions,
staffing has been recognized as a distinct function of management. It comprises
several sub-functions :

Manpower planning involving determination of the number

and the kind of personnel required.

Recruitment for attracting adequate number of potential
employees to seek jobs in the enterprise.

Selection of the most suitable persons for the jobs under

consideration.

Placement, induction and orientation.
Transfers, promotions, termination and layoff.
Training and development of employees.

As the importance of human factor in organizational effectiveness is being
increasingly recognized, staffing is gaining acceptance as a distinct function of
management. It need hardly any emphasize that no organization can ever be better
than its people, and managers must perform the staffing function with as much
concern as any other function.

Directing : Directing is the function of leading the employees to
perform efficiently, and contribute their optimum to the achievement
of organizational objectives. Jobs assigned to subordinates have to
be explained and clarified, they have to be provided guidance in job
performance and they are to be motivated to contribute their
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optimum performance with zeal and enthusiasm. The function of directing thus

involves the following sub-functions :

Communication
Motivation

Leadership

Coordination : Coordinating is the function of establishing such
relationships among various parts of the organization that they all
together pull in the direction of organizational objectives. It is thus
the process of tying together all the organizational decisions,
operations, activities and efforts so as to achieve unity of action for

the accomplishment of organizational objectives.

The significance of the coordinating process has been aptly highlighted by Mary
Parker Follet. The manager, in her view, should ensure that he has an organization
"with all its parts coordinated, so moving together in their closely knit and adjusting
activities, so linking, interlocking and interrelation, that they make a working unit,
which is not a congeries of separate pieces, but what I have called a functional whole
or integrative unity". Coordination, as a management function, involves the following

sub-functions:

. Clear definition of authority-responsibility relationships
o Unity of direction

o Unity of command

. Effective communication

o Effective leadership
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Controlling : Controlling is the function of ensuring that the divisional, departmental,
sectional and individual performances are consistent with the predetermined
objectives and goals. Deviations from objectives and plans have to be identified and
investigated, and correction action taken. Deviations from plans and objectives
provide feedback to managers, and all other management processes including
planning, organizing, staffing, directing and coordinating are continuously reviewed

and modified, where necessary.

Controlling implies that objectives, goals and standards of performance exist and are
known to employees and their superiors. It also implies a flexible and dynamic
organization which will permit changes in objectives, plans, programmes, strategies,
policies, organizational design, staffing policies and practices, leadership style,
communication system, etc., for it is not uncommon that employees failure to achieve
predetermined standards is due to defects or shortcomings in any one or more of the

above dimensions of management.

Thus, controlling involves the following process :
Measurement of performance against predetermined goals.
Identification of deviations from these goals.
Corrective action to rectify deviations.

It may be pointed out that although management functions have been discussed in a
particular sequence-planning, organizing, staffing, directing, coordinating and
controlling — they are not performed in a sequential order. Management is an integral
process and it is difficult to put its functions neatly in separate boxes. Management

functions
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tend to coalesce, and it sometimes becomes difficult to separate one from the other.
For example, when a production manager is discussing work problems with one of his
subordinates, it is difficult to say whether he is guiding, developing or
communicating, or doing all these things simultaneously. Moreover, managers often

perform more than one function simultaneously.

1.5 NATURE OF MANAGEMENT

Management has been conceptualized earlier in this lesson, as the social process by
which managers of an enterprise integrate and coordinate its resources for the
achievement of common, explicit goals. It has developed into a body of knowledge
and a separate identifiable discipline during the past six decades. Practice of
management as an art is, of course, as old as the organized human effort for the
achievement of common goals. Management has also acquired several characteristics
of profession during recent times. Large and medium-sized enterprise in India and
elsewhere are managed by professional managers — managers who have little or no
share in the ownership of the enterprise and look upon management as a career. The

nature of management as a science, as art and as a profession is discussed below :

Management as a Science : Development of management as a science is of recent
origin, even though its practice is ages old. Fredrick W. Taylor was the first manager-
theorist who made significant contributions to the development of management as a
science. He used the scientific methods of analysis, observation and experimentation
in the management of production function. A perceptive manager, as he was, he
distilled certain fundamental principles and propounded the theory and principles of
scientific management. His work was followed by many others including Gantt,
Emerson, Fayol, Barnard, etc. During the last few decades, great strides have been
made in the development of management as a systematized body



BMS INSTITUTE OF TECHNOLOGY AND MANAGEMENT
YELAHANKA — BENGALURU - 64
DEPARTMENT OF MECHANICAL ENGINEERING

of knowledge which can be learnt, taught and researched. It has also provided
powerful tools of analysis, prediction and control to practicing managers. The
scientific character of management has been particularly strengthened by management
scientists who have developed mathematical models of decision making.

Another characteristic of science in management is that it uses the scientific methods
of observation, experimentation and laboratory research. Management principles are
firmly based on observed phenomena, and systematic classification and analysis of
data. These analyses and study of observed phenomena are used for inferring cause-
effect relationships between two or more variables. Generalizations about these
relationships result in hypotheses. The hypotheses when tested and found to be true
are called principles. These principles when applied to practical situations help the
practitioner in describing and analyzing problems, solving problems and predicting
the results.

Even though management is a science so far as to possess a systematized body of
knowledge and uses scientific methods of research, it is not an exact science like
natural sciences. This is simply because management is a social science, and deals
with the behaviour of people in organization. Behaviour of people is much more
complex and variable than the behaviour of inanimate things such as light or heat.
This makes controlled experiments very difficult. As a result, management principles
lack the rigour and exactitude which is found in physics and chemistry. In fact, many
natural sciences which deal with living phenomena such as botany and medicine are
also not exact. Management is a social science like economics or psychology, and has
the same limitations which these and other social sciences have. But this does not in
any way diminish the value of management as a knowledge and discipline. It has
provided powerful
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tools of analysis, prediction and control to practicing managers and helped them in

performing their material tasks more efficiently and effectively.

Management as an art : Just as an engineer uses the science of engineering while
building a bridge, a manager uses the knowledge of management theory while
performing his managerial functions. Engineering is a science; its application to the
solution of practical problems is an art. Similarly, management as a body of
knowledge and a discipline is a science; its application to the solution of
organizational problems is an art. The practice of management, like the practice of
medicine, is firmly grounded in an identifiable body of concepts, theories and
principles. A medical practitioner, who does not base his diagnosis and prescription
on the science of medicine, endangers the life of his patient. Similarly, a manager who
manages without possessing the knowledge of management creates chaos and
jeopardizes the well-being of his organization.

Principles of management like the principles of medicine are used by the practitioner
not as rules of thumb but as guides in solving practical problems. It is often said that
managerial decision making involves a large element of judgement. This is true too.
The raging controversy whether management is a science or an art is fruitless. It is a
science as well as an art. Developments in the field of the knowledge of management
help in the improvement of its practice; and improvements in the practice of
management spur further research and study resulting in further development of
management science.

Management as a Profession : We often hear of professionalisation of management
in our country. By a professional manager, we generally mean a manager who
undertakes management as a career and is not interested in acquiring ownership share
in the enterprise which he manages. But, is management a profession in the true sense

of the word? or, is management
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a profession like the professions of law and medicine? According to McFarland a
profession possess the following characteristics : (i) a body of principles, techniques,
skills, and specialized knowledge; (ii) formalized methods of acquiring training and
experience; (iii) the establishment of a representative organization with
professionalisation as its goal; (iv) the formation of ethical codes for the guidance of
conduct; and (v) the charging of fees based on the nature of services.

Management is a profession to the extent it fulfils the above conditions. It is a
profession in the sense that there is a systematized body of management, and it is
distinct, identifiable discipline. It has also developed a vast number of tools and
techniques. But unlike medicine or law, a management degree is not a prerequisite to
become a manager. In fact, most managers in India as elsewhere do not have a formal
management education. It seems reasonable to assume that at no time in the near
future, the possession of a management degree will be a requirement for employment

dsS a career manager.

Management is also a profession in the sense that formalized methods of training is
available to those who desire to be managers. We have a number of institutes of
management and university departments of management which provide formal
education in this field. Training facilities are provided in most companies by their
training divisions. A number of organizations such as the Administrative Staff
College of India, the Indian Institutes of Management, Management Development
Institute, the All India Management Association, and the university departments of
management offer a variety of short-term management training programmes.

Management partially fulfils the third characteristic of profession. There are a number
of representative organizations of management practitioners almost in all countries

such as the All India Management Association in
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India, the American Management Association in U.S.A., etc. However, none of them

have professionalisation of management as its goal.

Management does not fulfill the last two requirements of a profession. There is no
ethical code of conduct for managers as for doctors and lawyers. Some individual
business organizations, however, try to develop a code of conduct for their own
managers but there is no general and uniform code of conduct for all managers. In
fact, bribing public officials to gain favours, sabotaging trade unions, manipulating
prices and markets are by no means uncommon management practices. Furthermore,
managers in general do not seem to adhere to the principle of “service above self".
However little regard is paid to the elevation of service over the desire for monetary
compensation is evidenced by switching of jobs by managers. Indeed, such mobile
managers are regarded as more progressive and modern than others.

It may be concluded from the above discussion that management is a science, an art as
well as a profession. As a social science, management is not as exact as natural

sciences, and it is not as fully a profession as medicine and law.

1.6 MANAGEMENT VS. ADMINISTRATION

The use of two terms management and administration has been a controversial issue
in the management literature. Some writers do not see any difference between the two
terms, while others maintain that administration and management are two different
functions. Those who held management and administration distinct include Oliver
Sheldon, Florence and Tead, Spriegel and Lansburg, etc. According to them,
management is a lower-level function and is concerned primarily with the execution
of policies laid down by administration. But some English authors like Brech are of

the opinion that management is a wider term
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including administration. This controversy is discussed as under in three heads:

Administration is concerned with the determination of policies and
management with the implementation of policies. Thus,

administration is a higher level function.

Management is a generic term and includes administration.

There is no distinction between the terms management and administration

and they are used interchangeably.

Administration is a Higher Level Function : Oliver Shelden subscribed
to the first viewpoint. According to him, "Administration is concerned with
the determination of corporate policy, the coordination of finance,
production and distribution, the settlement of the compass of the
organization and the ultimate control of the executive. Management proper
Is concerned with the execution of policy within the limits set up by
administration and the employment of the organization in the particular
objects before it... Administration determines the organization;
management uses it. Administration defines the goals; management strives
towards it".

Administration refers to policy-making whereas management refers to execution of
policies laid down by administration. This view is held by Tead, Spriegel and Walter.
Administration is the phase of business enterprise that concerns itself with the overall
determination of institutional objectives and the policies unnecessary to be followed
in achieving those objectives. Administration is a determinative function; on the other
hand, management is an executive function which is primarily concerned with

carrying out of the broad policies laid down by the administration. Thus,
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administration involves broad policy-making and management involves the execution

of policies laid down by the administration as shown in Table 1.

Table 1: Administration Vs. Management

Basis Administration Management
1. Meaning Administration is concerned with Management means getting
the formulation of objectives, plans the work done through and
and policies of the organization with others.
2. Nature of Administration relates to the decision- Management refers to execution
work making. It is a thinking function. of decisions. It is a doing function.
3. Decision Administration determines what is to Management decides who shall
Making be done and when it is to be done implement the administrative
decisions.
4. Status Administration refers to higher levels Management is relevant at lower
of management levels in the organization.

Management is a Generic Term : The second viewpoint regards management as
a generic term including administration. According to Brech, "Management
is a social process entailing responsibility for the effective and economical
planning and regulation of the operation of an enterprise in fulfillment of a
given purpose or task. Administration is that part of management which is
concerned with the installation and carrying out of the procedures by which
the programme is laid down and communicated and the progress of
activities is regulated and checked against plans". Thus, Brech conceives
administration as a part of management. Kimball and Kimball also
subscribe to this view. According to them administration is a part of
management. Administration is concerned with the actual work of

executing or carrying out the objectives.
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Management and Administration are Synonymous: The third viewpoint
is that there is no distinction between the terms 'management’ and
‘administration’. Usage also provides no distinction between these terms.
The term management is used for higher executive functions like
determination of policies, planning, organizing, directing and controlling in
the business circles, while the term administration is used for the same set
of functions in the Government circles. So there is no difference between

these two terms and they are often used interchangeably.

It seems from the above concepts of administration and management that
administration is the process of determination of objectives, laying down plans and
policies, and ensuring that achievements are in conformity with the objectives.
Management is the process of executing the plans and policies for the achievement of
the objectives determined by an administration. This distinction seems to be too
simplistic and superficial. If we regard chairmen, managing directors and general
managers as performing administrative functions, it cannot be said that they perform
only planning functions of goal determination, planning and policy formulation, and
do not perform other functions such as staffing functions of selection and promotion,
or directing functions of leadership, communication and motivation. On the other
hand, we cannot say that managers who are responsible for the execution of plans and
formulation of plans and policies, etc. do not contribute to the administrative
functions of goal determination, and formulation of plans and policies. In fact all
manages, whether the chief executive or the first line supervisor, are in some way or
the other involved in the performance of all the managerial functions. It is, of course,
true that those who occupy the higher echelons of organizational hierarchy are

involved to a greater extent in goal
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determination, plans and policy formulation and organizing than those who are at the

bottom of the ladder.

1.7 LEVELS OF MANAGEMENT

An enterprise may have different levels of management. Levels of management refer
to a line of demarcation between various managerial positions in an enterprise. The
levels of management depend upon its size, technical facilities, and the range of
production. We generally come across two broad levels of management, viz. (i)
administrative management (i.e., the upper level of management) and (ii) operating
management (i.e., the lower level of management). Administrative management is
concerned with "thinking™ functions such as laying down policy, planning and setting
up of standards. Operative management is concerned with the “doing™ function such
as implementation of policies, and directing the operations to attain the objectives of

the enterprise.

But in actual practice, it is difficult to draw any clear cut demarcation between
thinking function and doing function. Because the basic/fundamental managerial
functions are performed by all managers irrespective of their levels or, ranks. For
instance, wage and salary director of a company may assist in fixing wages and salary
structure as a member of the Board of Directors, but as head of wages and salary

department, his job is to see that the decisions are implemented.

The real significance of levels is that they explain authority relationships in an
organization. Considering the hierarchy of authority and responsibility, one can

identify three levels of management namely:

Top management of a company consists of owners/shareholders, Board of
Directors, its Chairman, Managing Director, or the Chief Executive, or the

General Manager or Executive Committee having key officers.
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Middle management of a company consists of heads of functional
departments viz. Purchase Manager, Production Manager, Marketing
Manager, Financial controller, etc. and Divisional and Sectional Officers
working under these Functional Heads.

Lower level or operative management of a company consists of
Superintendents, Foremen, Supervisors, etc.

Top management : Top management is the ultimate source of authority and it
lays down goals, policies and plans for the enterprise. It devotes more time
on planning and coordinating functions. It is accountable to the owners of
the business of the overall management. It is also described as the policy
making group responsible for the overall direction and success of all
company activities. The important functions of top management include :

To establish the objectives or goals of the enterprise.
To make policies and frame plans to attain the objectives laid.

To set up an organizational frame work to conduct the operations as per

plans.

To assemble the resources of money, men, materials, machines and
methods to put the plans into action.

To exercise effective control of the operations.
To provide overall leadership to the enterprise.

Middle management : The job of middle management is to implement the
policies and plans framed by the top management. It serves as an essential
link between the top management and the lower level or operative
management. They are responsible to the top management for the
functioning of their departments. They devote more time on the
organization and motivation functions of management. They provide the

guidance and the structure for a purposeful enterprise. Without them the top
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management's plans and ambitious expectations will not be fruitfully realized. The

following are the main functions of middle management :

To interpret the policies chalked out by top management.

To prepare the organizational set up in their own departments for fulfilling the
objectives implied in various business policies.

To recruit and select suitable operative and supervisory staff.

To assign activities, duties and responsibilities for timely implementation of the plans.
To compile all the instructions and issue them to supervisor under their control.
To motivate personnel to attain higher productivity and to reward them properly.

To cooperate with the other departments for ensuring a smooth functioning of the

entire organization.
To collect reports and information on performance in their departments.

To report to top management

To make suitable recommendations to the top management for the better execution of

plans and policies.

Lower or operative management: It is placed at the bottom of the
hierarchy of management, and actual operations are the responsibility of
this level of management. It consists of foreman, supervisors, sales officers,
accounts officers and so on. They are in direct touch with the rank and file
or workers. Their authority and responsibility is limited. They pass on the

instructions of the middle management to workers.
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They interpret and divide the plans of the management into short-range operating
plans. They are also involved in the process of decisions-making. They have to get the
work done through the workers. They allot various jobs to the workers, evaluate their
performance and report to the middle level management. They are more concerned
with direction and control functions of management. They devote more time in the

supervision of the workers.

1.8 MANAGERIAL SKILLS

A skill is an individual's ability to translate knowledge into action. Hence, it is
manifested in an individual's performance. Skill is not necessarily inborn. It can be
developed through practice and through relating learning to one's own personal
experience and background. In order to be able to successfully discharge his roles, a
manager should possess three major skills. These are conceptual skill, human
relations skill and technical skill. Conceptual skill deals with ideas, technical skill
with things and human skill with people. While both conceptual and technical skills
are needed for good decision-making, human skill in necessary for a good leader.

The conceptual skill refers to the ability of a manager to take a broad and farsighted
view of the organization and its future, his ability to think in abstract, his ability to
analyze the forces working in a situation, his creative and innovative ability and his
ability to assess the environment and the changes taking place in it. It short, it is his
ability to conceptualize the environment, the organization, and his own job, so that he
can set appropriate goals for his organization, for himself and for his team. This skill
seems to increase in importance as manager moves up to higher positions of

responsibility in the organization.

The technical skill is the manager's understanding of the nature of job that people

under him have to perform. It refers to a person's knowledge and
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proficiency in any type of process or technique. In a production department this would
mean an understanding of the technicalities of the process of production. Whereas this
type of skill and competence seems to be more important at the lower levels of
management, its relative importance as a part of the managerial role diminishes as the
manager moves to higher positions. In higher functional positions, such as the
position of a marketing manager or production manager, the conceptual component,
related to these functional areas becomes more important and the technical component
becomes less important.

Human relations skill is the ability to interact effectively with people at all levels.
This skill develops in the manager sufficient ability (a) to recognize the feelings and
sentiments of others; (b) to judge the possible actions to, and outcomes of various
courses of action he may undertake; and (c) to examine his own concepts and values
which may enable him to develop more useful attitudes about himself. This type of

skill remains consistently important for managers at all levels.

Table-2 gives an idea about the required change in the skill-mix of a manager with the
change in his level. At the top level, technical skill becomes least important. That is
why, people at the top shift with great ease from one industry to another without an
apparent fall in their efficiency. Their human and conceptual skills seem to make up

for their unfamiliarity with the new job's technical aspects.
Tables-2 : SKkill-mix of different management levels
Top Management — Conceptual Skills

Middle Management — Human Relations Skills

Low Management — Technical Skills
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1.9 THE MANAGER AND HIS JOB

Management performs the functions of planning, organizing, staffing, directing and
controlling for the accomplishment of organizational goals. Any person who performs
these functions is a manager. The first line manager or supervisor or foreman is also a
manager because he performs these functions. The difference between the functions
of top, middle and lowest level management is that of degree. For instance, top
management concentrates more on long-range planning and organization, middle
level management concentrates more on coordination and control and lowest level
management concentrates more on direction function to get the things done from the

workers.

Every manager is concerned with ideas, things and people. Management is a creative
process for integrating the use of resources to accomplish certain goals. In this
process, ideas, things and people are vital inputs which are to be transformed into

output consistent with the goals.

Management of ideas implies use of conceptual skills. It has three connotations. First,
it refers to the need for practical philosophy of management to regard management as
a distinct and scientific process. Second, management of ideas refers to the planning
phase of management process. Lastly, management of ideas refers to distinction and
innovation. Creativity refers to generation of new ideas, and innovation refers to
transforming ideas into viable relations and utilities. A manager must be imaginative

to plan ahead and to create new Ideas.

Management of things (non-human resources) deal with the design of production
system, and acquisition, allocation and conversion of physical resources to achieve
certain goals. Management of people is concerned with procurement, development,

maintenance and integration of human
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resources in the organization. Every manager has to direct his subordinates to put the

organizational plans into practice.

The greater part of every manager's time is spent in communicating and dealing with
people. His efforts are directed towards obtaining information and evaluating progress
towards objectives set by him and then taking corrective action. Thus, a manager's job
primarily consists of management of people. Though it is his duty to handle all the
productive resources, but human factor is more important. A manager cannot convert
the raw materials into finished products himself; he has to take the help of others to do
this. The greatest problem before any manager is how to manage the personnel to get
the best possible results. The manager in the present age has to deal efficiently with

the people who are to contribute for the achievement of organizational goals.

Peter F. Drucker has advocated that the managerial approach to handle workers and
work should be pragmatic and dynamic. Every job should be designed as an
integrated set of operations. The workers should be given a sufficient measure of
freedom to organize and control their work environment. It is the duty of every
manager to educate, train and develop people below him so that they may use their
potentialities and abilities to perform the work allotted to them. He has also to help
them in satisfying their needs and working under him, he must provide them with
proper environment. A manager must create a climate which brings in and maintains
satisfaction and discipline among the people. This will increase organizational

effectiveness.

Recently, it has been questioned whether planning, organizing, directing and
controlling provides an adequate description of the management process. After an

intensive observation of what five top executive actually



BMS INSTITUTE OF TECHNOLOGY AND MANAGEMENT
YELAHANKA — BENGALURU - 64
DEPARTMENT OF MECHANICAL ENGINEERING

did during the course of a few days at work, Henry Mintzberg concluded that these
labels do not adequately capture the reality of what managers do. He suggested
instead that the manager should be regarded as playing some ten different roles, in no

particular order.

Role Performed by Managers
Interpersonal Roles

Figurehead : In this role, every manager has to perform some duties of a ceremonial
nature, such as greeting the touring dignitaries, attending the wedding of an employee,

taking an important customer to lunch and so on.

Leader : As a leader, every manager must motivate and encourage his employees. He

must also try to reconcile their individual needs with the goals of the organization.

Liaison : In this role of liaison, every manager must cultivate contacts outside his

vertical chain of command to collect information useful for his organization.
Informational Roles

Monitor : As monitor, the manager has to perpetually scan his environment for
information, interrogate his liaison contacts and his subordinates, and receive
unsolicited information, much of it as result of the network of personal contacts he

has developed.

Disseminator: In the role of a disseminator, the manager passes some of his
privileged information directly to his subordinates who would otherwise have no

access to it.
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Spokesman : In this role, the manager informs and satisfies various groups and
people who influence his organization. Thus, he advises shareholders about financial
performance, assures consumer groups that the organization is fulfilling its social

responsibilities and satisfies government that the origination is abiding by the law.
Decisional Roles

Entrepreneur : In this role, the manager constantly looks out for new ideas and seeks
to improve his unit by adapting it to changing conditions in the environment.
Disturbance Handler : In this role, the manager has to work like a fire fighter. He

must seek solutions of various unanticipated problems — a strike may loom large a

major customer may go bankrupt; a supplier may renege on his contract, and so on.

Resource Allocator : In this role, the manager must divide work and delegate

authority among his subordinates. He must decide who will get what.

Negotiator : The manager has to spend considerable time in negotiations. Thus, the
chairman of a company may negotiate with the union leaders a new strike issue, the
foreman may negotiate with the workers a grievance problem, and so on.

In addition, managers in any organization work with each other to establish the
organization’s long-range goals and to plan how to achieve them. They also work

together to provide one another with the accurate information needed to perform

tasks. Thus, managers act as channels of communication with the organization.

Characteristics of Professional Managers
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Managers are responsible and accountable : Managers are
responsible for seeing that specific tasks are done successfully. They
are usually evaluated on how well they arrange for these tasks to the
accomplished. Managers are responsible for the actions of their
subordinates. The success or failure of subordinates is a direct
reflection of managers' success or failure. All members of an
organization, including those who are not managers, are responsible
for their particular tasks. The difference is that managers are held
responsible, or accountable, not only for their own work, but also for

the work of subordinates.

Managers balance competing goals and set priorities : At any
given time, the manager faces a number of organizational goals,
problems and needs all of which compete for the manager's time and
resources (both human and material). Because such resources are
always limited, the manager must strike a balance between the
various goals and needs. Many managers, for example, arrange each
day's tasks in order of priority the most important things are done
right away, while the less important tasks are looked at later. In this

way, managerial time is used effectively.

A manager must also decide who is to perform a particular task and must assign work
to an appropriate person. Although ideally each person should be given the task he
would most like to do, this is not always possible. Sometimes individual ability is the
decisive factor, and a task is assigned to the person most able to accomplish it. But
sometimes a less capable worker is assigned a task as a learning experience. And, at
times, limited human or other resources dictate decisions for making work
assignments. Managers are often caught between conflicting human and

organizational needs and so they must identify priorities.



BMS INSTITUTE OF TECHNOLOGY AND MANAGEMENT
YELAHANKA — BENGALURU - 64
DEPARTMENT OF MECHANICAL ENGINEERING

Managers think analytically and conceptually : To be an
analytical thinker, a manager must be able to break a problem down
into its components, analyze those components and then come up
with a feasible solution. But even more important, a manager must
be a conceptual thinker, able to view the entire task in the abstract
and relate it to other tasks. Thinking about a particular task in
relation to its larger implications is no simple matter. But it is
essential if the manager is to work towards the goals of the
organization as a whole as well as towards the goals of an individual

unit.

Managers are mediators : Organizations are made up of people,
and people disagree or quarrel quite often. Disputes within a unit or
organization can lower morale and productivity, and they may
become so unpleasant or disruptive that competent employees decide
to leave the organization. Such occurrences hinder work towards the
goals of the unit or organization; therefore, managers must at times
take on the role of mediator and iron out disputes before they get out
of hand. Setting conflicts requires skill and tact. Managers who are
careless in their handling conflicts may later on find that they have

only made matters worse.

Managers make difficult decisions : No organization runs
smoothly all the time. There is almost no limit to the number and
types of problems that may occur : financial difficulties, problems
with employees, or differences of opinion concerning an
organization policy, to name just a few. Managers are expected to
come up with solutions to difficult problems and to follow through

on their decisions even when doing so may be unpopular.
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This description of these managerial roles and responsibilities shows that managers
must 'change hats' frequently and must be alert to the particular role needed at a given
time. The ability to recognize the appropriate role to be played and to change roles

readily is a mark of an effective manager.

1.10 PRINCIPLES OF MANAGEMENT

A body of principles of management has been developed by Henri Fayol, the father of
modern management. Fayol wrote perceptibly on the basis of his practical experience
as a manager. Although, he did not develop an integrated theory of management, his

principles are surprisingly in tune with contemporary thinking in management theory.

Fayol held that there is a single "administrative science", whose principles can be
used in all management situations no matter what kind of organization was being
managed. This earned him the title of "Universality". He, however, emphasized that
his principles were not immutable laws but rules of thumb to be used as occasion

demanded.

Fayol held that activities of an industrial enterprise can be grouped in six categories :
(i) technical (production), (ii) commercial (buying, selling and exchange), (iii)
financial (search for and optimum use of capital), (iv) security (protection of property
and persons), (v) accounting (including statistics); and (vi) managerial. However, he
devoted most of his attention to managerial activity. He developed the following

principles underlying management of all kinds of organizations :

Authority and Responsibility are Related : Fayol held that
authority flows from responsibility. Managers who exercise
authority over others should assume responsibility for decisions as
well as for results. He regarded authority as a corollary to

responsibility. Authority is official as well as personal. Official
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authority is derived from the manager's position in organizational hierarchy and
personal authority is compounded of intelligence, experience, moral worth, past

services, etc.

A corollary of the principle that no manager should be given authority unless he
assumes responsibility is that those who have responsibility should also have
commensurate authority in order to enable them to initiate action on others and
command resources required for the performance of their functions. This aspect of
relationship between responsibility and authority is particularly relevant in India

where authority tends to be concentrated in higher echelons of management.

Unity of Command : This principle holds that one employee should have
only one boss and receive instructions from him only. Fayol
observed that if this principle is violated authority will be
undermined, discipline will be jeopardy, order will be disturbed and
stability will be threatened. Dual command is a permanent source of
conflict. Therefore, in every organization, each subordinate should

have one superior whose command he has to obey.

Unity of Direction : This means that all managerial and operational
activities which relate a distinct group with the same objective
should be directed by "one head and one plan. According to Fayol,
there should be, "one head and one plan for a group of activities
having the same objective". It, however, does not mean that all
decisions should be made at the top. It only means that all related
activities should be directed by one person. For example, all
marketing activities like product strategy and policy, advertising and
sales promotion, distribution channel policy, product pricing policy,

marketing research, etc., should be under the control of one manager
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and directed by an integrated plan. This is essential for the "unity of action,
coordination of strength and focusing of effort”. Violation of this principle will cause

fragmentation of action and effort, and wastage of resources.

Scalar Chain of Command : According to Fayol scalar chain is the
chain of superiors ranging from the ultimate authority to the lowest
ranks. The line of authority is the route followed via every link in the
chain by all communication which start from or go to the ultimate

authority.

Division of Work : This is the principle of specialization which,
according to Fayol, applies to all kinds of work, managerial as well
as technical. It helps a person to acquire an ability and accuracy with
which he can do more and better work with the same effort.
Therefore, the work of every person in the organization should be
limited as far as possible to the performance of a single leading

function.

Discipline : Discipline is a sine qua non for the proper functioning
of an organization. Members of an organization are required to
perform their functions and conduct themselves in relation to others
according to rules, norms and customs. According to Fayol,
discipline can best be maintained by : (i) having good superiors at all
levels; (ii) agreements (made either with the individual employees or
with a union as the case may be) that are as clear and fair as

possible; and (iii) penalties judiciously imposed.
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Subordination of Individual Interest to General Interest : The interest of the
organization is above the interests of the individual and the group. It can be achieved
only when managers in high positions in the organization set an example of honesty,
integrity, fairness and justice. It will involve an attitude and a spirit of sacrificing their
own personal interests whenever it becomes apparent that such personal interests are
in conflict with organizational interests. It may, however, be emphasized that social
and national interests should have precedence over organizational interests whenever
the two run counter to each other.

Remuneration : Employees should be paid fairly and equitably. Differentials in
remuneration should be based on job differentials, in terms of qualities of the
employee, application, responsibility, working conditions and difficulty of the job. It
should also take into account factors like cost of living, general economic conditions,

demand for labour and economic state of the business.

Centralisation : Fayol believed in centralisation. He, however, did not contemplate
concentration of all decision making authority in the top management. He, however,
held that centralisation and decentralisation is a question of proportion. In a small firm
with a limited number of employees, the owner-manager can give orders directly to
everyone. In large organizations, however, where the worker is separated from the
chief executive through a long scalar chain, the decision making authority has to be
distributed among various managers in varying degrees. Here one generally comes
across a situation of decentralisation with centralised control. The degree of

centralisation and decentralisation also depends on the quality of managers.
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Order : Order, in the conception of Fayol, means right person on the
right job and everything in its proper place. This kind of order,
depends on precise knowledge of human requirements and resources
of the concern and a constant balance between these requirements

and resources.

Equity : It means that subordinates should be treated with justice
and kindliness. This is essential for eliciting their devotion and
loyalty to the enterprise. It is, therefore the duty of the chief
executive to instill a sense of equity throughout all levels of scalar

chain.

Stability of Tenure of Personnel : The managerial policies should
provide a sense of reasonable job security. The hiring and firing of
personnel should depend not on the whims of the superiors but on
the well-conceived personnel policies. He points out that it takes
time for an employee to learn his job; if they quit or are discharged
within a short time, the learning time has been wasted. At the same
time those found unsuitable should be removed and those who are
found to be competent should be promoted. However, "a mediorce
manager who stays is infinitely preferable to outstanding managers

who come and go".

Initiative : It focuses on the ability, attitude and resourcefulness to
act without prompting from others. Managers must create an
environment which encourages their subordinates to take initiative
and responsibility. Since it provides a sense of great satisfaction to
intelligent employees, managers should sacrifice their personal
vanity in order to encourage their subordinates to show initiative. It
should, however, be limited, according to Fayol, by respect for

authority and discipline.



BMS INSTITUTE OF TECHNOLOGY AND MANAGEMENT
YELAHANKA — BENGALURU - 64
DEPARTMENT OF MECHANICAL ENGINEERING

Esprit de Corps : Cohesiveness and team spirit should be
encouraged among employees. It is one of the chief characteristics of
organized activity that a number of people work together in close
coopearation for the achievement of common goals. An environment
should be created in the organization which will induce people to
contribute to each other's efforts in such a way that the combined
effort of all together promotes the achievement of the overall
objectives of enterprise. Fayol warns against two enemies of esprit
de corps, viz. (i) divide and rule, and (ii) abuse of written
communication. It may work to the benefit of the enterprise to divide
its enemy but it will surely be dangerous to divide one's own
workers. They should rather be welded in cohesive and highly
interacting work-groups. Overreliance on written communication
also tends to disrupt team spirit. Written communication, where
necessary, should always be supplemented by oral communication
because face-to-face contacts tend to promote speed, clarity and

harmony.

The other important principles of management as developed by pioneer thinkers on

the subject are :

Separation of planning and execution of business operations.

Scientific approach to business problems.

Adoption of technological changes.

Economizing production costs and avoiding the wastage of resources.

Fuller utilization of the operational capacity and emphasis on higher

productivity.
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Standardisation of tools, machines, materials, methods, timings and

products.

Evaluation of results according to criteria of standard levels of

performance.

Understanding and co-operation among the members of the

organization set-up.
1.11 SIGNIFICANCE OF MANAGEMENT

Management is concerned with acquiring maximum prosperity with a minimum
effort. Management is essential wherever group efforts are required to be directed
towards achievement of common goals. In this management conscious age, the
significance of management can hardly be over emphasized. It is said that, anything
minus management amounts to nothing. Koontz and O' Donnel have rightly observed
"there is no more important area of human activity than management since its task is

that of getting things done through others."

The significance of management in business activities is relatively greater. The inputs
of labour, capital and raw material never become productive without the catalyst of
management. It is now widely recognized that management is an important factor of
growth of any country. The following points further highlight the significance of

management :

Achievements of group goals : Management makes group efforts
more effective. The group as a whole cannot realise its objectives
unless and until there is mutual co-operation and co-ordination
among the members of the group. Management creates team work
and team spirit in an organization by developing a sound

organization structure. It brings the human and material resources
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together and motivates the people for the achievement of the goals of the

organization.

Optimum utilization of resources : Management always
concentrates on achieving the objectives of the enterprise. The
available resources of production are put to use in such a way that all
sort of wastage and inefficiencies are reduced to a minimum.
Workers are motivated to put in their best performance by the
inspiring leadership. Managers create and maintain an environment
conducive to highest efficiency and performance. Through the
optimum use of available resources, management accelerates the

process of economic growth.

Minimisation of cost : In the modern era of intense competition,
every business enterprise must minimise the cost of production and
distribution. Only those concerns can survive in the market, which
can produce goods of better quality at the minimum cost. A study of
the principles of management helps in knowing certain techniques
used for reducing costs. These techniques are production control,
budgetary control, cost control, financial control, material control,

etc.

Change and growth : A business enterprise operates in a constantly
changing environment. Changes in business environment create
uncertainties and risk and also produce opportunities for growth. An
enterprise has to change and adjust itself in the everchanging
environment. Sound management moulds not only the enterprise but
also alters the environment itself to ensure the success of the

business. Many of the giant business corporations of today had a
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humble beginning and grew continuously through effective management.

Efficient and smooth running of business : Management ensures
efficient and smooth running of business, through better planning,
sound organization and effective control of the various factors of

production.

Higher profits : Profits can be enhanced in any enterprise either by
increasing the sales revenue or reducing costs. To increase the sales
revenue is beyond the control of an enterprise. Management by
decreasing costs increases its profits and thus provides opportunities

for future growth and development.

Provide innovation : Management gives new ideas, imagination

and visions to an enterprise.

Social benefits : Management is useful not only to the business
firms but to the society as a whole. It improves the standard of living
of the people through higher production and more efficient use of
scarce resources. By establishing cordial relations between different
social groups, management promotes peace and prosperity in

society.

Useful for developing countries : Management has to play a more
important role in developing countries, like India. In such countries,
the productivity is low and the resources are limited. It has been
rightly observed, "There are no under-developed countries. They are

only under-managed ones".
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Sound organization structure : Management establishes proper
organization structure and avoids conflict between the superiors and
subordinates. This helps in the development of spirit of cooperation
and mutual understanding, and a congenial environment is provided

in the organization.
1.12 SUMMARY

Management is the force that unifies various resources and is the process of bringing
them together and coordinating them to help accomplish organization goal.
Management is both, a science as well as art. It is an inexact science. However, its
principles as distinguished from practice are of universal application. Management
does not yet completely fulfill all the criteria of a profession. There are three levels of
management - top, middle and lower. Managers at different levels of the organization
require and use different types of skills. Lower level managers require and use a
greater degree of technical skill than high level managers, while higher level
managers require and use a greater degree of conceptual skill. Human skills are

important at all managerial levels.

1.13 SELF ASSESSMENT QUESTIONS
“There is no important area of human activity than management
since its task is that of getting things done through people". Discuss.

"Management is both a science and an art". Discuss this statement,

giving suitable examples.

Define Management. How does it differ from Administration?
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What do you understand by the term "Levels of Management"?
Explain with reference to an organization with which you are

familiar.

Briefly discuss the nature and scope of Management.

What are the functions of a Manager? Is mere knowledge of
Management enough to become successful manager?

Discuss basic principles of Management along with their
significance.

Discuss and illustrate the meaning, definition and characteristics of
management in modern organizations.
What is Management? Explain the principles of management with

suitable illustrations.

1.14 FURTHER READINGS
Kootnz & O'Donnell, Principles of Management.

J.S. Chandan, Management Concepts and Strategies.
Arun Kumar and R. Sharma, Principles of Business Management.
Sherlerkar and Sherlerkar, Principles of Management

B.P. Singh, Business Management and Organizations
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EVOLUTION OF MANAGEMENT THOUGHTS

2.1 INTRODUCTION

Organized endeavors, directed by people, responsible for planning, organizing, leading and
controlling activities have been in existence for thousands of years. Management has been
practiced in some form or the other since the dawn of civilization. Ever since human beings
started living together in groups, techniques of organization and management were evolved.
The Egyptian pyramids, the Chinese Civil Service, The Roman Catholic Church, the military
organizations and the Great Wall of China, for instance, are tangible evidence that projects of
tremendous scope, employing tens of thousands of people, were undertaken well before the
modern times.
The pyramids are particularly interesting examples. The construction of a single pyramid
occupied more than 1,00,000 workers for 20 years. Who told each worker that what did one
do? Who ensured that there would be enough stones at the site to keep the workers busy? The
answer is Managers, regardless of what managers were called at that time. He had to plan
what was to be done, organize people and material to do it, lead and direct the workers, and
impose some controls to ensure that everything was done as planned. This example from the
past demonstrates that organizations have been around for thousands of years and that
management has been practices for an equivalent period. However, two pre-twentieth-
century events played significant roles in promoting the study of management. First is Adam
Smith’s contribution in the field of management and second is influence of Industrial
Revolution in management practice.
Adam Smith’s name is typically cited in field of economics for his contribution to
classical economic doctrine, but his contribution in Wealth of Nations (1776)
outlined the economic advantage that organization and society can gain from the
division of labor. He used the pin-manufacturing industry for his example. Smith
noted that 10 individuals, each doing a specialized task, could produce about 4800

pins a day. However, if each worked separately and had to perform each task, it
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would be quite an accomplishment to produce even 10 pins a day. Smith concluded that
division of labor increased productivity by increasing each worker’s skill and dexterity, by
saving time lost in changing tasks, and by creating labor-saving inventions and machinery.
Industrial Revolution is another most important aspect that influences
management in pre-twentieth century. The major contribution of the industrial
revolution was the substitution of machine power for human power, which in turn,
made it more economical to manufacture goods in factories. The advent of
machine power, mass production, the reduced transportation costs that followed a
rapid expansion of the railroads and lack of governmental regulation also fostered
the development of big organization.
Now, a formal theory to guide managers in running their organization was needed. However,
it was not until the early 1900s that the first major step toward developing such a theory was
taken. The periods of evaluation of management thoughts are highlighted in the Table-2.1:
TABLE-2.1 EVOLUTION OF MANAGEMENT THOUGHTS

MANAGEMENT THOUGHTS PERIOD
. Early Contributions Upto 19™ century
. Scientific Management 1900-1930
. Administrative/operational management 1916-1940
. Human relations approach 1930-1950
. Social systems approach 1940-1950
. Decision theory approach OROSEONS
: 1950-1960
. Management science approach
J Human behavior approach g
1960s onwards
. Systems approach
: 1970s onwards
. Contingency approach

Thus, management has been recognized and identified as a distinctive branch of academic

discipline in the twentieth century.

2.2 FORCES BACKING MANAGEMENT THOUGHTS
Management thoughts have took birth/evolved under the anxiety of political, social and

economic forces. These are explained as follows:
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Political Forces: Management thoughts have been shaped by the political forces
manifested through the administration of political institutions and government
agencies. The important political forces includes the political assumptions with
respect to property rights, contractual rights, concepts of justice, judicial
processes and attitudes towards governmental control versus laissez-faire. Legal
processes which emanate from political pressures, such as the Union Carbide
disaster in Bhopal, have a tremendous impact on management thinking and
practice. Political pressures also define the interrelated rights of consumers,
suppliers, labour, owners, creditors and different segments of public.

Social Forces: These evolve from the values and beliefs of a particular culture of
people. The needs, education, religion and norms of human behaviour dictate the
relations among people, which form social contracts. Social contracts, is that
unwritten but understood set of rules that govern the behaviour of the people in
their day-to-day interrelationships. The same happens between corporations and
their constituents- labour, investors, creditors, suppliers and consumers. These
social contracts defined relationships, responsibilities and liabilities that influence
the development of management thoughts. It gives the society a sense of order
and trust in which human affairs can be conducted in relative security and
confidence.

Economic Forces: These forces determine the scarcity, transformation and
distribution of goods and services in a society. Every social institution competes
for a limited amount of human, financial, physical and information resources.
This competition over scarce resources allocates them to their most profitable use
and is the motivator of technological innovation by which resource availability

can be maximized.

2.3 AFRAMEWORK FOR THE MANAGEMENT THOUGHTS

In the past, the business houses, particularly corporates, did not have a high academic stature
and position in the society and it certainly compelled the scholars inculcate the academic
interest in the study of business management so that its real fruits could be realized for the

stakeholders under reference. There was a widespread belief that
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management process consisted of hidden tricks, mysterious clues and intuitive knowledge
that could be mastered only by a few divinely gifted people. Moreover, the businessmen were
very much afraid that through the study of management their tricks and secrets would be
exposed.

But the advent of industrial revolution and the introduction of large scale mechanized
production and the resultant growth of trade, industry and commerce necessitated the study
of management. The evolution of management thoughts might be better approached through
the framework as depicted in Figure-2.1. In the beginning there were two classical schools of
management thoughts. These were- the scientific management school and the organizational
school. Later on, behavioural school and the quantitative school came into existence. These
four schools merged into integration school which led to the contemporary school of

management thoughts.

CLASSICAL SCHOOL

Assumption: BEHAVIOURAL
People are rational SCHOOL
Assumption: QUANTITATIVE
People are social and SCHOOL
self-actualizing
Assumption:
SCIENTIFIC MANAGEMENT ORGANIZATIONAL Owen People can use applied
SCHOOL SCHOOL Munsterberg mathematics
Mayo
Babbage Fayol Follett Management Science
Taylor Weber Maslow Operations Management
The Gilbreths Mooney and Reilly McGregor Management Information
Gantt Barnard IArgyris Systems
Simon Dale Carnegie
INTEGRATION SCHOOL
Assumption:
There us no one best way to CONTEMPORARY SCHOOL
manage
Assumptions:
Contingency Theory People are complex
System Theory
Process Theory Global

Theory Z

Mckinsey 7-S

[Excellence

Quality

Productivity

Figure- 2.1 FRAMEWORK FOR THE MANAGEMENT THOUGHTS
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Among the people who were in search of management principles, techniques and processes,
a few emerged as outstanding pioneers. These are- Urwick and Brech, Boulton and Watt,
Robert Owen, Charles Babbage, Oliver Sheldon, Lyndall Urwick, Herbert A. Simon,
Frederick Winslow Taylor, H.S. Person, Henry L. Gantt, Frank Gilbreth, Harrington
Emerson, H.P. Kendall, C.B. Barth, F.A. Halsey, Henri Dennison, Mooney and Reiley,
Chester I. Barnard, Elton Mayo, F.J. Roethlisberger and T.N.Whitehead, Mary Parker Follett
and Henry Fayol etc.

2.4 CONTRIBUTION OF LEADING THINKERS

Classical School: The classical development of management thoughts can be
divided into- the scientific management, the organizational management, the
behavioural management and the quantitative management. The first two
(scientific management school and organizational) emerged in late 1800s and
early 1900s were based on the management belief that people were rational,
economic creatures choose a course of action that provide the greatest economic

gain. These schools of management thoughts are explained as below:

Scientific Management School: Scientific management means application of the
scientific methods to the problem of management. It conducts a business or affairs
by standards established by facts or truth gained through systematic observation,
experiments, or reasoning. The followings individuals contribute in development of
scientific management school of management thoughts. They dedicated to the
increase in efficiency of labour by the management of the workers in the
organization’s technical core. They are:

Charles Babbage (1792-1871): He was professor of mathematics at Cambridge

University from 1828 to 1839. He concentrated on developing the efficiencies of

labour production. He, like Adam Smith, was a proponent of the specialization of

labour, and he applied mathematics to the efficient use of both production

materials and facilities. He wrote nine books and over 70 papers on mathematics, science and
philosophy. He advocated that the managers should conduct time studies data to establish

work standards for anticipated work performance levels and to reward the workers with
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bonuses to the extent by which they exceed their standards. His best known book is ‘On the
Economy of Machinary and Manufacturers’ published in 1832. He visited many factories in
England and France and he found that manufacturers were totally unscientific and most of
their work is guess work. He perceived that methods of science and mathematics could be
applied to the operations of factories. His main contributions are as follows:
He stressed the importance of division of and assignment to labour on the basis of skill.
He recommended profit-sharing programs in an effort to foster harmonious management-
labour relations.
He stressed the means of determining the feasibility of replacing manual operations with
machines.
Fredrick W. Taylor (1856-1915): He is known as ‘father of scientific management’. His
ideas about management grew out of his wide-ranging experience in three companies:
Midvale Steel Works, Simonds Rolling Mills and Bethlehem Steel Co.

TABLE-2.2 TAYLOR’S FOUR PRINCIPLES OF SCIENTIFIC MANAGEMENT

Taylor’s Principle Related Management Activity
1.Develop a science for each job with |[Complete time-and-motion study to
standardized work implements and  |determine the best way to do each task.
efficient methods for all to follow.
2.Scientifically select workers with |Use job descriptions to select employees,
skills and abilities that match each  [set up formal training systems, and
job, and train them in the most establish optimal work standards to follow.
efficient ways to accomplish tasks.
3.Ensure  cooperation through  [Develop incentive pay, such as piece-rate
incentives and provide the work [ystem, to reward productivity, and
environment that reinforces optimal jencourage safe condition by using proper
work results in a scientific manner. [implements.
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As an engineer and consultant, Taylor observed and reported on what he found to be
inexcusably inefficient work practices, especially in the steel industry. Taylor believed that
workers output was only about one-third of what was possible. Therefore, he set out to
correct the situation by applying scientific methods. Taylor’s philosophy and ideas are given
in his book, ‘Principles of Scientific Management’ published in 1911. Taylor gave the
following principles of scientific management. These are outlined in Table- 2.2:
Taylor concluded that scientific management involves a completer mental revolution on the
part of both workers and management, without this mental revolution scientific management
does not exist.
Henry Gantt (1861-1919): He was a consulting engineer who specialized in
control system for shop scheduling. He sought to increase workers efficiency
through scientific investigation. He developed the Gantt Chart (Figure-2.2) that
provides a graphic representation of the flow of the work required to complete a
given task. The chart represents each planned stage of work, showing both
scheduled times and actual times. Gantt Charts were used by managers as a
scheduling device for planning and controlling work. Gantt devised an incentive
system that gave workers a bonus for completing their job in less time than the
allowed standards. His bonus systems were similar to the modern gain sharing
techniques whereby employees are motivated to higher levels of performance by
the potential of sharing in the profit generated. In doing so, Gantt expanded the
scope of scientific management to encompass the work of managers as well as

that of operatives.
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V. Frank (1868-1924) and Lillian (1878-1972) Gilbreth: Frank Gilbreth, a

construction contractor by back ground, gave up his contracting career in 1912 to study

scientific management after hearing Taylor’s speak at a professional meeting. Along with his

wife Lillian, a psychologist, he studied work arrangements to eliminate wasteful hand-body-

motion. Frank specialized in research that had a dramatic impact on medical surgery and,

through his time and motion findings, surgeons saved many lives. Lillian is known as ‘first

lady of management’ and devoted most of her research to the human side of management.

Frank Gilbreth is probably best known for his experiments in reducing the number of

motions in bricklaying.

The man and wife team developed a classification scheme for the various motions (17 basic

hand motions) used to complete a job referring a motion as a therblig.
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Their classification design covered such motions as grasping, moving, and holding. This
scheme allowed him to more precisely analyze the exact elements of worker’s hand
movements. Their scientific motion scheme noted the relationship between types and
frequencies of motions and the creation of workers fatigue, identifying that unnecessary or
awkward motions were a waste of workers energy. By eliminating inappropriate motions and
focusing on appropriate motion, the Gilbreth methodology reduces work fatigue and
improves workers performance.

Gilbreth were among the first to use motion pictures films to study hand-and-body motions.
They devised a micro chronometer that recorded time to 1/2,000 of a second, placed it in the
field of the study being photographed and thus determined how long a worker spent enacting
each motion. Wasted motions missed by the naked eyes could be identified and eliminated.
Gilbreths also experimented with the design and use of the proper tools and equipments for

optimizing work performance.

Organizational School: The organizational school of management placed
emphasis on the development of management principles for managing the complete
organization. The contributors of organizational schools are:

Henri Fayol (1841-1925): was a Frenchman with considerable executive

experience who focused his research on the things that managers do. He wrote

during the same period Taylor did. Taylor was a scientist and he was managing

director of a large French coal-mining firm. He was the first to envisage a

functional process approach to the practice of management. His was a functional

approach because it defined the functions that must be performed by managers. It

was also a process approach because he conceptualized the managerial job in a

series of stages such as planning, organizing and controlling. According to Fayol,

all managerial tasks could be classified into one of the following six groups:
Technical (related to production);
Commercial (buying, selling and exchange);

Financial (search for capital and its optimum use);
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Security (protection for property and person);
Accounting (recording and taking stock of costs, profits, and liabilities,
keeping balance sheets, and compiling statistics);
Managerial (planning, organizing, commanding, coordinating and
control);
He pointed out that these activities exist in every organization. He focused his work on the
administrative or managerial activities and developed the following definition:
Planning meant developing a course of action that would help the
organization achieve its objectives.
Organizing meant mobilizing the employees and other resources of the
organization in accordance with the plan.
Commanding meant directing the employees and getting the job done.
Coordinating meant achieving harmony among the various activities.
Controlling meant monitoring performance to ensure that the plan is
properly followed.
Max Weber (1864-1920): He was a German sociologist. Writing in the early
1900s, Weber developed a theory of authority structures and described
organizational activities on the basis of authority relations. He described an
ideal type of organization that he called a bureaucracy, a form of organization
characterized by division of labour, a clearly defined hierarchy, detailed rules
and regulations, and impersonal relationships. Weber recognized that this
ideal bureaucracy didn’t exist in reality. He used it as a basis for theorizing
about work and the way that work could be done in large groups. His theory
became the model structural design for many of today’s large organizations.

The features of Weber’s ideal bureaucratic structure are outlined in Figure-
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Figure-2.3 WEBER’S IDEAL BUREAUCRACY

The Elements of Bureaucracy are:

Labour is divided with clear definition of authority and responsibility that are legitimatized

as official duties.

Positions are organized in a hierarchy of authority, with each position under the authority of a
higher one.

All personnel are selected and promoted based on technical qualifications, which are
assessed by examination or according to training and experience.

Administrative acts and decisions are recorded in writing. Recordkeeping provides
organizational memory and continuity over time.

Management is separate from the ownership of the organization.

Management is subject to rules and procedures that will insure reliable, predictable

behaviour. Rules are impersonal and uniformly applied to all employees.
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James D. Mooney and Alan C. Reilly: James Mooney was a General Motors executive who
teamed-up with historian Alan Reilly to expose the true principles of an organization in their
books. They wrote a book ‘Onward Industry’ in 1931 and later revised and renamed it as
‘Principles of Organization’ which had greatly influenced the theory and practice of
management in USA at that time. They contended that an efficient organization should be
based on certain formal principles and premises. They contended that organizations should
be studied from two view points:
The employees who create and utilize the process of organization; and
The objective of the process

With respect to first aspect, their contributions to some fundamental principles of
organization are:

The Coordination Principle: It was considered to be the single basic

principle that actually encompassed the other two principles. They defined

coordination as the orderly arrangement of work group effort that provides

unity of action in pursuit of common goals.

The Scalar Principle: It was borrowed from the Fayol’s work, was the

devise for grading duties in accordance with the amount of authority

possessed at the different organizational levels.

The Functional Principle: The functional distinction is those unique

differences in organizational operations that the manager must perceive in
order to effectively integrate and coordinate all the functions of the organization.
In essence, Mooney and Reilley made an attempt to offer a rigid framework of management
theory with emphasis on hierarchical structure, clear division and definition of authority and
responsibility, specialization of tasks, coordination of activities and utilization of staff
experts.
IV Chester Barnard (1886-1961): Chester Barnard, president of Bell Telephone Company,
developed theories about the functions of the manager as determined by constant interaction
with the environment. Barnard saw organizations as social systems that require human

cooperation. He expressed
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his view in his book The Function of the Executive. He proposed ideas that bridged classical
and human resource view points. Barnard believes that organizations were made up of people
with interacting social relationships. The manager’s major functions were to communicate
and stimulate subordinates to high level of efforts.
He saw the effectiveness of an organization as being dependent on its ability to achieve
cooperative efforts from a number of employees in a total, integrated system. Barnard also
argued that success depended on maintaining good relations with the people and institutions
with whom the organization regularly interacted. By recognizing the organization’s
dependence on investors, suppliers, customers, and other external stakeholders, Barnard
introduced the idea that managers had to examine the external environment and then adjust
the organization to maintain a state of equilibrium. Barnard also developed set of working
principles by which organizational communication systems can maintain final authority for
the management team. These principles are:
Channels of communication should be definitely known.
Objective authority requires a definite formal channel of communication to
every members of an organization.
The line of communication must be as direct or short as possible.
The complete line of communication should usually be used.
Competence of the persons serving at communication centers that is officers,
supervisory heads, must be adequate.
The line of communication should not be interrupted during the time the
organization is to function.
Herbert A. Simon: Simon, the Noble Laureate in economics (1978), is an
American political and social scientist. He started his career in local
government. He analyzed the classical principles of management. Due to their
ambiguous and contradictory nature, he criticized these principles as ‘myths’.
He analyzed the problems of management from the socio-psychological view

point. But he is best known for his work in the field of decision making and
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administrative behaviour. He perceived the modern manager as being limited in his
knowledge of a problems and the number of alternative available to him is also limited. Thus,
the manager is an administrative man, not an economic man, who makes decision amid
bounded rationality and selects not the maximizing alternative. Simon’s arguments for the

administrative man concept of a manager are highlighted in Table-2.3:

TABLE-2.3 ECONOMIC MAN AND ADMINISTRATIVE MAN

Economic Man- Full Rationality

IAdministrative Man-Bounded Rationality

1.Economic man maximizes- selects
the best alternative from among all
those available to him.

Administrative man satisfies- looks for a
course of action that is satisfactory or good
enough.

2.Economic man deals with the real
world in all its complexity. He is
rational.

IAdministrative man recognizes that the
world he perceives is a drastically simplified
model of the buzzing, blooming confusion
that constitute the real world.

3.Rationality requires a complete
knowledge and anticipation of the
consequences that will follow on
each choice.

Knowledge of consequences is always
fragmentary. Since these consequences lies
in the future, imaginations must supply the
lack of experienced feeling.

4.Rationality requires a choice among
all possible alternative behaviour.

In actual behaviour only a very few of all

possible alternatives ever come to mind.

Behavioural School: The school of behavioural management theory

involved in recognition on the importance of human behaviour in

organization. The major contributors were Figure-2.4:
Robert Owen (1771-1858) was a British industrialist who was the first

to speak out on behalf of the organization’s human resources. He carried

out experiments and introduced many social reforms. He believed that

workers’ performance was influenced by the total environment in which

they worked. He criticized industrialists who spent huge sums of money

repairing their production machines, but did little to improve the lot of

their human machines. Owen worked for the building up of a spirit of

co-operation between the workers and managers. He introduced new

ideas of human relations e.g. shorter work hours, housing facilities,

education of children, provision of canteen, training of workers in
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hygiene etc. He suggested that proper treatment of workers pays dividends and is an essential

part of every manager’s job.

Concerned about deplorable working
conditions

Proposed idealistic workplace
Argued that money spent improving
labor was smart investment

- Created field of industrial psychology-
scientific study of people at work

Actu_al manager who Fhought Suggested using psychological tests
organizations were social v for employee selection, learning theory
systems that required cooperation concepts for employee training and

Believed manager’s job was Robert study of human behaviour for
to communicate and stimulate employee motivation
employee’s high level of effort Dwen

First to argue that
organizations were open systems

Chester Early Hugo
Barnard Advocates of Munsterberg
Mary Parker
Follett

A

One of the first to recognize that
organization could be viewed from
the perspective of individual and
group behaviour.
Proposed more people-oriented ideas
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Figure-2.4 EARLY ADVOCATES OF ORGANIZATION BEHAVIOUR

Hugo Munsterberg (1863-1916): developed a psychology laboratory at
Harvard University where he studied the application of psychology to
the organizational settings. Psychology and Industrial Efficiency he
argued for the study of scientific study of human behaviour to identify
the general patterns and to explain individual differences. Thus, his
concern for the human side of business led his peers to consider him to
be father of industrial psychology. He successfully documented the

psychological conditions associated with varying levels of work



BMS INSTITUTE OF TECHNOLOGY AND MANAGEMENT
YELAHANKA — BENGALURU - 64
DEPARTMENT OF MECHANICAL ENGINEERING

productivity, and he instructed managers on ways to match workers with jobs and also how
to motivate them. Munsterberg suggested the use of psychological tests to improve employee
selection, the value of learning theory in the development of training methods, and the study
of human behaviour to determine what techniques are most effective for motivating workers.

George Elton Mayo (1880-1949): Mayo was a professor at the Harvard Business School. He
served as the leader of the team which carried out the famous Hawthorne Experiments at the
Hawthorne plant of the Western Electric Company (USA) during 1927-32. Originally the
research was an application of Taylor’s management science techniques designed to improve
production efficiency.

Mayo discussed in detail the factors that cause a change in human behaviour. Mayo’s first
study involved the manipulation of illumination for one group of workers and comparing
their output with that of another group whose illumination was held constant. He concluded
that the cause of increase in the productivity of workers is not a single factor like changing
working hours or rest pauses but a combination of these several other factors. Considerate
supervision, giving autonomy to the workers, allowing the formation of small cohesive
groups of workers, creating conditions which encourage and support the growth of these
groups and the cooperation between workers and management lead to increase in
productivity.

Mayo’s contribution to management thoughts lies in the recognition of the fact that worker’s
performance is related to psychological, sociological and physical factors. Mayo and his
associates concluded that a new social setting created by their tests had accounted for the
increase in productivity. Their finding is now known as the Hawthorne Effect or the tendency
for people, who are singled out for special attention, to improve their performance.

Hawthorne study was an important landmark in studying the behaviour of workers and his
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relationship to the job, his fellow workers and organization. He highlighted that workers
were found to restrict their output in order to avoid displeasure of the group, even at the
sacrifice of incentive pay. Thus, Hawthorne studies were a milestone in establishing the
framework for further studies into the field of organizational behaviour.

V. Mary Parker Follett (1868-1933): She was a social philosopher whose
ideas had clear implications for management practice. Her contribution towards the
understanding of group is of immense value. She believed that groups were the mechanisms
through which people could combine their differing talents for the greater good of the
organization, which she defined as the community in which managers and subordinates could
work in harmony. The Mangers and workers should view themselves as partners and as a part
of common group. She was convicted that the traditional and artificial distinction between
the managers who give the orders and the workers who take the orders obscured their natural
relationships. Manager should rely more on their expertise and knowledge to lead
subordinates than on the formal authority of their position. Thus, her humanistic ideas
influenced the way we look at motivation, leadership, power and authority. The Follett
Behavioural Model of control being sponsored by an oriented towards the group, while self-
control exercised by both individuals and the group ultimately result in both sharing the
power. In the Follett Holistic Model of Control, Follett captured the interactive, integrative
nature of self-control groups being influenced by the forces within the work environment.

Abraham Maslow: He was a humanistic psychologist, proposed a

hierarchy of five needs: physiological, safety, social, esteem and self-actualization. He
proposed that man was a wanting animal whose behaviour was calculated to serve his most
pressing needs. A need can be described as a physiological or psychological deficiency that a

person is motivated to satisfy. Maslow further proposed that man’s need could
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be placed in a hierarchy of needs as shown in Figure-2.5. The study shows that a man has
various needs and their order can be determined. The moment the first need of man is
satisfied he starts thinking of the second need, and then follows his worry about the third
need and the sequence continues till all the needs are satisfied. Maslow’s theory is
operationalized through two principles.
The deficit principle holds that a relatively well-satisfied need is
not a strong motivator of behaviour.
The progression principle holds that, once a need is fairly-well
satisfied, behaviour is dominated by the next level in the need
hierarchy.
Physiological Needs: This category includes those needs which a
man needs to satisfy first of all in order to remain alive. It includes
food to eat, house to live in, clothes to wear and sleep for rest.
Safety Needs: After having satisfied the physical needs a man
thinks of his safety. Safety needs mean physical, economic and
psychological safety. Physical safety means saving him from
accidents, diseases and other unforeseen situations. Economic
safety means security of employment and making provision for old
age. Psychological safety means maintaining his prestige.
Social Needs: Man is a social being and wants to live in society
with honour. It is, therefore, necessary that he should have friends

and relatives with whom he can share his joys and sorrows.
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Figure-2.5 MASLOW’S HIERARCHY OF HUMAN NEEDS

Esteem and Status Needs: They are called ego needs of man. It
means everybody wants to get a high status which may increase his
power and authority.
Self Actualization Needs: Last of all man tries to satisfy his self
actualization need. It means that a man should become what he is
capable of. For example- a musician wants to be proficient in the
art of music, an artist wants to gain proficiency in creating works
of art and similarly, a poet wants to be an expert in the art of
writing poems.
VI. Douglas McGregor (1906-1964): He is best known for his formulation
of two sets of assumptions- Theory X and Theory Y. McGregor argued that managers should
shift their traditional views of man and work (which he termed Theory X) to a new humane

views of man and work (which he termed Theory Y).
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According to McGregor, Theory X attitudes, that man was lazy and work was bad were both
pessimistic and counter productive. Theory X assumes that people have little ambition,
dislike work, want to avoid responsibility, and need to be closely supervised to work
effectively.

Theory Y, view that man wanted to work and work was good should become the standard for
humanizing the workplace. Theory Y offers a positive view, assuming that people can
exercise self-direction, accept responsibility and consider work to be as natural as rest of
play. McGregor believed that Theory Y assumptions best captured the true nature of workers

and should guide management practice. Table-2.4 depicts the assumptions of both these

theories:
Table-2.4: Theory X and Y Theory
Traditional Theory ‘X’ Modern Theory ‘Y’
1)Man by nature is sluggish and Man wants to work provided the conditions are
shirker. favourable.
2)Mostly people are not ambitious  [This theory takes people as enthusiastic,
and are afraid to takefresponsible and full of effort.
responsibility.
3)Under this people want to be It is thought that the employee has the quality

directed, meaning thereby thatof self-direction and they do not feel the
they want somebody to tell them  necessity of being directed by somebody else.
to work and only they will work.

4)Motivation is limited to only  |According to this, physical and security needs

physical and security needs. motivate for a short time while it is continuous
in case of self-actualization and esteem and
Status needs.

5)Strict control, threat and|If proper environment is provided a person
punishment are used in order to  himself performs his work laboriously.
get work.

VIL. Chris Argyris: He was an eminent social scientist and a professor of
industrial administration at Yale University. He conducts research into personality and
organizational life factors and developed the theory that both traditional management
practices and organizational structure are inconsistent with the growth and development of

the matured personality. Further he argued that the continuing incongruence between
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one’s work environment and one’s personality will result in conflict, frustration and failure.

Quantitative School: With the revolutionary change in the application of
information technology came the quantitative school of thoughts, which
finds its foundation in decision theory, the application of statistics in
decision making and the evolution of mathematical/econometric models
that are nurtured by computer technology. This approach is based upon the
assumption that mathematical techniques can help the manager in solution
of problems. The features of quantitative management school were:
Primary Focus on Decision Making: The end result of problem
analysis will include direct implications for managerial action.
Based on Economic Decision Theory: Final actions are chosen criteria
as costs, revenue and rates of return on investment.
Use of Formal Mathematical Models: Possible solutions to problems
are specified as mathematical equations and then analyzed according
to mathematical rules and formulas.
Frequent Use of Computers: Heavy reliance is placed on computers
and their advanced processing capabilities.
The quantitative approach has found favor through the following applications:
Management Science: Explained later in this chapter.
Operations Management: It entails the application of quantitative
methods to the organizational tasks of production and operations control.
The operational management techniques utilizes following basic
quantitative techniques:
Forecasting is the process by which future predictions are
formulated through mathematical computations

Inventory control entails the control of costly inventories through

mathematical formulas that determine the proper level of
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inventory to be maintained as well as the economic quantities to be ordered.
Linear programming involves the use of computations to allocate
scarce resources for their optimal use.
Networks are complex models, such as Program Evaluation and
Review Techniques (PERT) and the Critical Path Methods
(CPM) for analyzing, planning and controlling complex
operations.
Regression analysis is used to predict the relationships between
two or more variables and to determine how changes in one
variable might affect other variables.
Management Information System: These are integrated programs for the
collection, analysis and dissemination of information to support
management decision making. The total MIS network is more than a
machine; it contains human resources, hardware, software and intricate
processes. Most MIS networks are computer based due to vast amount
of number crunching to be done. That is why the ideal MIS provides
accurate, condensed informational analysis to the appropriate manager in

a timely manner.

In recent years, an attempt has been made to integrate the classical theories with the modern
behavioural and quantitative theories into an overall framework that use the best of each
approach. These approaches assumed that there is no best way to manage, and all theories
have application to the practice of management. Two such integrative developments are
explained as follows:
Contingency Theory: It is based on the notion that the proper management
technique in a given situation depends upon the nature and conditions of that
situation. The contingency view of management is highlighted in Figure-2.6
contend that an organizational phenomenon exists in logical patterns which

managers can come to understand. Along with this organizational understanding
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comes the development of unique behaviours that have proven successful in particular
situations. However, there are no universal solution techniques because every problem
situation is unique in itself.

Figure-2.6 THE CONTINGENCY VIEW OF MANAGEMENT

CONTINGENCY VIEW
Organizational phenomena exist in logical
patterns.

Managers devise and apply similar responses
to common types of problems

“Every situation
qThere is one is unique”
est way”’
Universal View Case View

[1Systems Theory: It has been explained later in this lesson.

The contemporary school of management thoughts outlines the framework for studying the
more recent trends in management practices, such as the impact of global business, Theory Z
concepts, McKinsey 7-S approach, the search for excellence, and the concern for quality and
productivity. These are explained as follows:
Global: The recent emergence of a truly global economy is affecting
every manager in the world. In today’s environment, success in the long
run demands that the manager think globally, even if he can still limit his
actions to local market.
Theory Z: These firms are those which are highly successful American
firms that use many of the Japanese management practices. The Type Z
firm features long-term employment with a moderately specialized career

path and slow evaluation and promotion. Lifetime employment would not
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be especially attractive to America’s mobile work force and the slow evaluation and

promotion processes would not meet the high expectations of American workers.

Mckinsey 7-S: The 7-S factors are as follows:

Strategy: The plans that determine the allocation of an
organization’s scarce resources and commit the organization to a
specified course of action.
Structure: The design of the organization that determines the
number of levels in its hierarchy and the location of the
organization’s authority.

Systems: The organizational processes and proceduralized
reports and routines.

Staff: The key human resource groups within an organization,
described demographically.

Style: The manner in which manager behave in pursuit of
organizational goals.

Skills: The distinct abilities of the organization’s personnel.
Super ordinate Goals (shared values): The significant meanings

or guiding concepts that an organization instill in its members.

v Excellence: The firms that qualified as excellent companies shared the

following characteristics:

A successful firm makes things happen.

Successful firms make it a point to know their customers and
their needs.

Autonomy and Entrepreneurship is valued in each employee.
Productivity through people is based on trust.

Hands on, value driven management is mandatory.

A firm must always deal with strength.

A firm leads to cost effective works teams.

A firm can decentralize many decisions while retaining tight

controls, usually through the function of finance.
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Quality and Productivity: In today’s dynamic marketplace, consumers
are encouraged to buy a product that demonstrates the highest level of
quality at the optimum price. This requires a dedicated and skilled work

force that places utmost importance on quality workmanship.

2.5 APPROACHES TO THE STUDY OF MANAGEMENT

Classical Approach

The classical approach is also known as traditional approach, management process approach

or empirical approach. The main features of this approach are as follows:
It laid emphasis on division of labour and specialization, structure, scalar and
functional processes and span of control. Thus, they concentrated on the
anatomy of formal organization.
Management is viewed as a systematic network (process) of interrelated
functions. The nature and content of these functions, the mechanics by which
each function is performed and the interrelationship between these function is
the core of the classical approach.
It ignored the impact of external environment on the working of the
organization. Thus, it treated organization as closed system.
On the basis of experience of practicing managers, principles are developed.
These principles are used as guidelines for the practicing executive.
Functions, principles and skills of management are considered universal.
They can be applied in different situations.
The integration of the organization is achieved through the authority and
control of the central mechanism. Thus, it is based on centralization of
authority.
Formal education and training is emphasized for developing managerial skills

in would be managers. Case study method is often used for this purpose.



BMS INSTITUTE OF TECHNOLOGY AND MANAGEMENT
YELAHANKA — BENGALURU - 64
DEPARTMENT OF MECHANICAL ENGINEERING

Emphasis is placed on economic efficiency and the formal organization
structure.
People are motivated by economic gains. Therefore, organization controls
economic incentives.
The Classical approach was developed through three mainstreams- Taylor’s
Scientific Management, Fayol’s Administrative Management and Weber’s Ideal
Bureaucracy. All the three concentrated on the structure of organization for greater
efficiency.
Merits of Classical Approach
The classical approach offers a convenient framework for the education
and training of managers.
The observational method of case study is helpful in drawing common
principles out of past experience with some relevance for future
application
It focuses attention on what managers actually do.
This approach highlights the universal nature of management.
It provides scientific basis for management practice.
It provides a starting point for researchers to verify the validity and to
improve the applicability of management knowledge. Such knowledge
about management is effectively presented.
Shortcomings of Classical Approach
Weber’s ideal bureaucracy suggested strict adherence to rules and
regulations, this lead to redtapism in the organization.
It offers a mechanistic framework that undermines the role of human
factor. The classical writers ignored the social, psychological and
motivational aspect of human behaviour.
The environmental dynamics and their effect on management have been
discounted. Classical theory viewed organization as closed system i.e.

having no interaction with environment.
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There is positive danger in relying too much on past experiences because a
principle or technique found effective in the past may not fit a situation of
the future.

The classical principles are mostly based on the personal experience and
limited observations of the practitioners. They are not based on personal
experience.

The totality of real situation can seldom be incorporated in a case study.

Scientific Management Approach
The impetus for the scientific management approach came from the first industrial
revolution. Because it brought about such an extraordinary mechanization of industry, this
revolution necessitated the development of new management principles and practices. The
concept of scientific management was introduced by
Frederick Winslow Taylor in USA in the beginning of 20" century. He defined scientific

management as,” Scientific management is concerned with knowing exactly what you want
men to do and then see in that they do it in the best and cheapest way”.

Elements and Tools of Scientific Management: The features of various experiments
conducted by Taylor are as follows:
Separation of Planning and doing: Taylor emphasized the separation of
planning aspects from actual doing of the work. The planning should be
left to the supervisor and the workers should emphasize on operational
work.
Functional Foremanship: Separation of planning from doing resulted into
development of supervision system that could take planning work
adequately besides keeping supervision on workers. Thus, Taylor evolved
the concept of functional foremanship based on specialization of

functions. This involve activities of workers as depicted in Figure-2.7:
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Figure-2.7 FUNCTIONAL FOREMANSHIP

Job Analysis: It is undertaken to find out the best way of doing things. The
best way of doing a job is one which requires the least movement
consequently less time and cost.

Standardization: Standardization should be maintained in respect of
instruments and tools, period of work, amount of work, working
conditions, cost of production etc.

Scientific Selection and Training of Workers: Taylor has suggested that the
workers should be selected on scientific basis taking into account their
education, work experience, aptitudes, physical strength etc.

Financial Incentives: Financial incentives can motivate workers to put in
their maximum efforts. Thus, monetary (bonus, compensation) incentives

and non monetary (promotion, upgradation) incentives should be provided

Principles of Scientific Management: Already discussed in this lesson.
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Criticism of Scientific Management: The main grounds of criticism are given below:
Taylor advocated the concept of functional foremanship to bring about
specialization in the organization. But this is not feasible in practice as a worker
can’t carry out instructions from eight foremen.

Workers were hired on a first-come, first-hired basis without due concern for
workers ability or skills.

Scientific management is production oriented as it concentrates too much on the
technical aspects of work and undermines the human factors in industry. It
resulted in monotony of job, loss of initiative, over speeding workers, wage
reductions etc.

Training was haphazard at best, with only minimal use of basic apprentice system.
Tasks were accomplished by general rule of thumb without standard times,
methods or motion.

Managers worked side-by-side with the workers, often ignoring such basic

managerial function of planning and organizing.

Administrative Approach to Management

The advocates of this school perceive management as a process involving certain functions
such as planning, organizing, directing and controlling. That’s why it is called as ‘functional
approach’ or ‘management process’ approach. Fayol’s contributions were first published in
book form titled ‘Administration Industrielle at Generale’ in French Language, in 1916. He
defined management in terms of certain functions and then laid down fourteen principles of
management which according to him have universal applicability. Thus, he was a pioneer in
the field of management education. In brief, Fayol’s views on management command
acceptability even today because they are much in tune with the requirements of management
in the present day world.
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Fayol’s General Principles of Management
Division of Work: The object of division of work is to produce more and better
work with the same effort. It is accomplished through reduction in the number of
tasks to which attention and effort must be directed.
Authority and Responsibility: Authority is defined as ‘the right to command and
the power to make oneself obeyed’. Responsibility coexists with authority and is
its other side. Fayol made a distinction between official authority and personal
authority, the latter stemming from the manager’s own intelligence, integrity,
experience, personality, knowledge and skills.
Discipline: It implies respect for agreements designed to secure obedience. It must
prevail throughout an organization to ensure its smooth functioning. Discipline
requires clear and fair agreements, good supervision and judicious application of
penalties.
Unity of Command: Every employee should receive orders and instruction from
only one superior and a subordinate should be accountable to only one superior.
Unity of Direction: Each group of activities having one objective should be
unified by having one plan and one head.
Subordination of Individual to General Interest: The interest of any one employee
or group of employees should not take precedence over the interests of the
organization as a whole.
Remuneration of Personnel: The amount of remuneration and the methods of
payment should be just and fair and should provide maximum possible
satisfaction to both employees and employers.
Centralisation: It refers to the degree to which subordinates are involved in
decision making. Whether decision making is centralized (to management) or
decentralized (to subordinates) is a question of proper proportion. The task is to
find the optimum degree of centralization for each situation.
Scalar Chain: The scalar chain is the chain of superiors ranging from the ultimate
authority to the lowest ranks. Communication should follow this chain. However,
if following the chain creates delays, cross-communications can be followed if

agreed to by all parties and superiors are kept informed.
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Order: It is a rational arrangement for things and people. Fayol emphasized both
material order and human order. In material order, there should be a place for
everything and everything should be in its proper place. In human order, there
should be an appointed place for everyone and everyone should be in his and her
appointed place.

Equity: Managers should be kind and fair to their subordinates. The application of
equity requires good sense, experience and humanistic attitude for soliciting
loyalty and devotion from subordinates.

Stability of Tenure: High employee turnover is inefficient. Management should
provide orderly personnel planning and ensure that replacements are available to
fill vacancies.

Initiative: Subordinates should be provided with an opportunity to show their
initiative as a way to increase their skills and to inculcate a sense of participation.
Espirit de Corps: Union is strength, and it comes from the harmony and mutual
understanding of the personnel. Management should not follow the policy of
‘divide and rule’. Rather it should strive to maintain team spirit and co-operation
among employees so that they can work together as a team for the
accomplishment of common objectives.

Criticism: Fayol’s work has been criticized on the following grounds:

His theory is said to be too formal. There is no single classification of
managerial functions acceptable to all the functional theorists. There is
also lack of unanimity about the various terms such as management,
administration etc.

He did not pay adequate attention to workers.

The fundamentalists considered their principles to be universal in nature.
But many of the principles have failed to deliver the desired results in
certain situations.

There is a vagueness and superficiality about some of his terms and

definition.
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TABLE-2.5 DISSIMILARITY BETWEEN CONTRIBUTION OF TAYLOR AND FAYOL

management

Basis of Comparison Taylor Fayol

1. Perspective Shop floor level or the job of a [Top Management
Supervisor

2. Focus Improving productivity throughllmproving overall administration
work simplification andlthrough general principles
standardization

3. Personality Scientists Practitioner

4. Results Scientific observation andUniversal Truths developed from
measurement personal experiences

5. Major Contribution [Science of industrial management  |A systematic theory off

Human Relation Approach to Management

The criticism of the Scientific and Administrative Management as advocated by Taylor and
Fayol, respectively, gave birth to Human Relation Approach. The behavioural scientists
criticized the early management approaches for their insensitiveness to the human side of
organization. The behavioural scientists did not view the employees mechanically in work
situation, but tried to show that the employees not only have economic needs but also social
and psychological needs like need for recognition, achievement, social contact, freedom, and
respect. Human relations school regards business organization as a psycho-social system.
Elton Mayo of Harvard and his associates conducted a famous study on human behaviour at
the Hawthorne plant of the Western Electric Company and this study formed the foundation
of this school of management thoughts. The basic hypotheses of this study as well as the
basic propositions of the Human Relation Approach are the following:

The business organization is a social system.

The employees not only have economic needs but also psychological

needs and social needs, which are required to be served properly to

motivate them.

Employees prefer self-control and self-direction.
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Employee oriented democratic participative style of management is more

effective than mechanistic task oriented management style.

The informal group should be recognized and officially supported.
The human relations approach is concerned with recognition of the importance of human
element in organizations. It revealed the importance f social and psychological factors in
determining worker’s productivity and satisfaction. It is instrumental in creating a new image
of man and the work place. However, this approach also did not go without criticism. It was
criticized that the approach laid heavy emphasis on the human side as against the
organizational needs. However, the contribution of this approach lies in the fact that it

advises managers to attach importance to the human side of an organization.

Social System Approach to Management

It is developed during social science era, is closely related to Human Relation Approach. It
includes those researchers who look upon management as a social system. Chester I. Barnard
is called as the spiritual father of this approach. According to this approach, an organization
is essentially a cultural system composed of people who work in cooperation. The major
features of this approach are as follows:

Organization is a social system, a system of cultural relationships.

Relationships exist among the external as well as internal environment of

the organization.

Cooperation among group members is necessary for the achievement of

organizational objectives.

For effective management, efforts should be made for establishing

harmony between the goals of the organization and the various groups

therein.



BMS INSTITUTE OF TECHNOLOGY AND MANAGEMENT
YELAHANKA — BENGALURU - 64
DEPARTMENT OF MECHANICAL ENGINEERING

Decision Theory Approach to Management

Decision Theory is the product of management science era. The decision theorists emphasize
on rational approach to decisions, i.e. selecting from possible alternatives a course of action
or an idea. Major contribution in this approach has come from Simon. Other contributors are
March, Cyert, Forrester etc. The major emphasis of this approach is that decision making is
the job of every manager. The manager is a decision maker and the organization is a decision
making unit. Therefore, the major problem of managing is to make rational decision. The
main features of this approach are:

Management is essentially decision-making. The members of the organization
are decision makers and problem solvers.

Organization can be treated as a combination of various decision centers. The
level and importance of organizational members are determined on the basis
of importance of decisions which they make.

All factors affecting decision making are subject matter of the study of
management. Thus, it covers the entire range of human activities in
organization as well as the macro conditions within which the organization

works.

Management Science Approach to Management

Management science is an approach to management that applies mathematical analysis to
decision making. It involves the use of highly sophisticated techniques, statistical tools and
complex models. The primary focus of this approach is the mathematical model. Through
this device, managerial and other problems can be expressed in basic relationships and where
a given goal is sought, the model can be expressed in terms which optimize that goal. The
management science approach found its origins during World War 11, when highly technical
military/production problems become far too complex for traditional management
methodology. The major features of this approach are:

Management is regarded as the problem-solving mechanism with the help of

mathematical tools and techniques.
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Management problems can be described in terms of mathematical symbols and data. Thus
every managerial activity can be quantified.

This approach covers decision making, system analysis and some aspect of human behaviour.
Operations research, mathematical tools, simulation, model etc, are the basic methodologies

to solve managerial problems.

Human Behavioural Approach to Management

Human Behavioural approach is a modified version of Human Relation approach. Human
Behavioural approach is devoid of any emotional content, which is the core of Human
Relation Approach. This approach stresses the individual performing the jobs. Here the
attention is directed towards the human aspects of management. The neglect of human factor
and the over emphasis on machines and materials led to the development of this approach.
The Behavioural approach emphasizes synchronization of group goals within the broader
framework of management. It does not consider the goals of the different groups as
conflicting with others.

Many sociologists, psychologists and social psychologists have shown considerable interest
in studying the problems of management. The sociologists who have contributed to
management are Blak, Selznick, Homans, Dubin, Dalton, and Katz and Kahn. The social
psychologist who have contributed to management are McGregor, Argyris, Leavitt, Blake
and Mouton, Sayles, Tannenbaum and his associates, Bennis, Fielder, Stogdill and Herzberg.
The behavioural theories have drawn heavily on the work of Maslow. Douglas McGregor
built on Maslow’s work in explaining his ‘Theory X’ and ‘Theory Y’. Frederick Herzberg
develops a two factor theory of motivation. To sum up, many conclusions of the
contributions made by behaviouralists can presented as follows:

People do not dislike work. If they have helped to establish objectives, they want to achieve

them. In fact, job itself is a source of motivation and satisfaction to employees.
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Most people can exercise a great deal of self-direction and self-control than
are required in their current job. Therefore, there remains untapped potential
among them.
The manager’s basic job is to use the untapped human potential in the service
organization.
The managers should create a healthy environment wherein all the
subordinates contribute to the best of their capacity. Te environment should
provide healthy, safe, comfortable and convenient place to work.
The manager should provide for self direction by subordinates and they 