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1 Management
CHAPTER

Management

» Conceptual Background: Management is a multidimensional and dynamic concept that encompasses
a wide range of functions. Despite extensive research, no single definition of management has achieved
universal acceptance. At its core, management involves the achievement of organizational goals
through the effective planning, organization, and coordination of resources. It requires the coordination
of people, aligning their efforts toward common objectives while fostering collaboration and
teamwork. Furthermore, management entails leadership and direction, providing guidance,
motivation, and decision-making that shapes the performance and development of individuals and
teams.

» Classical Definition — Harold Koontz: “Management is the art of getting things done through and
within a formally organized group.”

v" Key Elements Derived from the Definition:
= Management is an art
% Management requires skill, creativity, and judgment.
< Effective managers apply knowledge, experience, and intuition to achieve results.
*  Work is Accomplished Through People
& People are the central resource in any organization.
% Managers do not act alone; they coordinate, guide, and influence the efforts of others.
= Activities Take Place Within a Formal Organizational Structure
& Work occurs within an established framework of roles, responsibilities, and hierarchy.
% Formal structures provide clarity, order, and accountability.
=  Focus on Collective Effort
& Management emphasizes teamwork and collaboration.Goals are achieved through the
combined efforts of individuals rather than isolated action.

> Functional Definition of Management: Management is the art of getting work done by others to
achieve organizational objectives effectively and efficiently. Important Components include:

v Art

* Management requires skill, practice, creativity, and experience.

= Managers apply knowledge and judgment to coordinate activities successfully.
v" Getting Work Done Through Others

» Managers do not perform all tasks themselves.

= They coordinate, delegate, and supervise work of team members to achieve goals.
v Achievement of Goals

» Every organization operates with defined objectives.

= Management ensures that tasks are aligned with organizational goals.
v' Efficiency and Effectiveness

= Effectiveness — Doing the right things to achieve the goal.

» Efficiency —» Doing things right, i.e., making optimal use of resources.

> Levels Of Management: Management is organized in a hierarchical structure to ensure effective
planning, coordination, and control within an organization. It is broadly classified into three levels:
Top-Level, Middle-Level, and Lower-Level Management. Each level has its own authority,
responsibilities, and focus areas.
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v Top-Level Management:
= Composition:
& Board of Directors
& Chief Executive Officer (CEO)
® Managing Director
= Nature and Authority:
& Holds the highest authority in the organization
& Responsible for strategic leadership and overall organizational direction
& Decisions made at this level have a long-term impact
=  Major Functions:
< Formulation of Vision and Mission: Establishing the long-term purpose and goals of the
organization.
< Strategic Planning: Framing policies, plans, and strategies to achieve organizational
objectives.
“ Long-Term Decision Making: Making decisions regarding expansion, diversification,
and future investments.
% Coordination of Major Departments: Ensuring all major divisions work in alignment
with organizational goals.
& Appointment of Middle-Level Executives: Selecting and mentoring managers to
implement organizational strategies.
& Representation to External Stakeholders: Acting as the face of the organization in
interactions with investors, regulators, and other external entities.
v' Middle-Level Management:
= Composition:
& Branch Managers
& Departmental Managers
< Divisional Heads
= Position and Role:
& Serves as a bridge between top-level and lower-level management
& Responsible for implementing policies and ensuring departmental performance
& Accountable to top management
= Core Responsibilities:
& Execution of Top-Level Plans: Translating strategic goals into actionable departmental
plans.
< Implementation of Policies and Directives: Ensuring organizational policies are applied
effectively.
% QOrganizational and Directional Functions: Organizing resources and guiding lower-
level managers.
= Key Functions:
& Designing effective group and intergroup work systems
< Establishing information and communication systems
& Defining and monitoring performance indicators for employees and departments
& Resolving intra- and inter-departmental conflicts
# Designing reward and recognition systems to promote cooperation and motivation
v" Lower-Level Management (Supervisory/Operative Level)
= Composition:
& Supervisors
® Foremen
& Section Officers
& Superintendents
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= Nature and Role:

< First-line managers directly interacting with employees

& Responsible for day-to-day operations and worker supervision

& Serve as the foundation of operational efficiency

= Major Functions:

& Task Assignment: Allocating duties and responsibilities to employees.

& Supervision: Monitoring daily operations and ensuring that tasks are executed efficiently.
® Guidance and Support: Assisting workers with problem-solving and improving

performance.

% Reporting: Communicating performance outcomes and operational issues to middle

management.
Level Composition Role / Nature Functions Focus
Top- Board of | Strategic Vision/mission, strategic plans, | Strategic
Level Directors, CEO, | leadership; long-term decisions, coordination, | decisions,
MD overall authority | appointments, external relations planning
Middle- | Branch/ Bridge between | Implement plans, coordinate | Tactical
Level Department/ top & lower | departments, monitor | planning,
Divisional levels; policy | performance, resolve conflicts, | coordination
Managers execution design reward systems
Lower- | Supervisors, First-line Assign tasks, supervise | Direction,
Level Foremen, Section | managers; direct | operations, ensure control and | control, daily
Officers contact with | discipline, guide employees, | operations
workers report performance

> Roles Of a Manager
v The concept of managerial roles was systematically studied by Henry Mintzberg.
v Core Idea:
= Managerial work can be understood through roles.
= A managerial role = expected behavioral pattern associated with a managerial position.
v Mintzberg classified managerial roles into three broad categories:
= Interpersonal Reoles: Roles involving interaction with people inside and outside the
organization.
& Figurehead Role: Symbolic head of the organization. Performs ceremonial and legal
duties
o Responsibilities:
% Attending official events: Participates in meetings, conferences, and functions to
represent the organization’s presence.
+ Representing organization at social functions: Acts as the organization’s
ambassador, building goodwill and maintaining external relationships.
+¢ Signing legal documents: Performs formal acts of authorization and compliance,
such as contracts and official agreements.
o Examples:
+» Greeting business clients during visits, demonstrating the organization’s
hospitality.

K/

¢ Inaugurating events, ceremonies or programs.
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& Leader Role: Directing and motivating subordinates. Responsible for team performance

o Functions:
++ Hiring and training employees: Selecting the right talent and equipping them with
the necessary skills to perform their roles effectively.

¢ Providing guidance: Offering direction, clarifying expectations, and assisting
subordinates in accomplishing tasks.

¢ Motivating and inspiring team: Encouraging employees to perform at their best
by recognizing achievements and fostering enthusiasm.

+ Building organizational culture: Shaping values, norms, and work environment
that align with the organization’s mission and vision.

o Importance: This is a central managerial role because it directly impacts team
performance, employee satisfaction, and the overall effectiveness of the organization.

# Liaison Role: Maintaining networks of contacts and building external and internal
relationships.

O Activities:
+ Coordinating between departments: Ensuring that different units within the
organization communicate effectively and work together towards common goals.
¢ Interacting with suppliers and clients: Building strong relationships with external
parties to facilitate business operations and maintain trust.

+ Maintaining stakeholder relationships: Keeping regular contact with key
stakeholders, understanding their expectations, and managing their needs to support
organizational objectives.

= Informational Reoles: Roles related to collection, processing, and dissemination of
information.

& Monitor Role: Scanning environment for relevant information
O Sources:
% Industry reports: Reviewing trends, innovations, and developments in the
industry to stay competitive.

+»» Customer feedback: Collecting opinions and experiences of clients to improve
products, services, and satisfaction.

++» Competitor analysis: Observing competitors’ strategies, performance, and market
moves to identify strengths, weaknesses, and potential threats.

% Government regulations: Keeping track of legal and regulatory changes that
could impact operations and compliance requirements
o0 Objective: The primary aim is to stay continuously updated with both internal and
external developments, enabling timely and informed decision-making.
& Disseminator Role: Communicating information to subordinates
O Activities:
+¢ Sharing strategic decisions: Communicating key decisions from top management

so that teams understand organizational priorities and objectives.

% Explaining policy changes: Informing employees about updates in rules,
procedures, or work practices to ensure compliance and smooth adaptation.

% Conducting meetings: Organizing team or departmental meetings to discuss
information, provide guidance, and clarify any doubts.

© Purpose: The main aim is to ensure clarity, coordination, and effective flow of
information so that all members of the organization can act consistently and work
toward common goals.
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< Spokesperson Role: Representing organization to external stakeholders
o Activities:
+ Addressing shareholders: Presenting company performance, annual reports, and
future plans during shareholder meetings to ensure trust and confidence.
+ Communicating with investors: Sharing financial results, business strategies, and
market outlook to attract and retain investment.
¢ Meeting government officials: Engaging with regulatory authorities and
policymakers to ensure compliance and strengthen organizational relationships.
© Objective: The main goal is to build a strong organizational image, establish
credibility, and effectively share the organization’s performance, goals, and strategies
with external stakeholders.
= Decisional Roles: Roles involving decision-making authority.
< Entrepreneur Role: Initiating change and innovation
o Functions:
¢ Developing new strategies: Creating plans and approaches to improve
performance, enter new markets, or achieve organizational objectives.
+ Introducing new products: Leading the development and launch of innovative
products or services to meet customer needs and expand market share.
+ Reorganizing departments: Adjusting structures, roles, and workflows to increase
efficiency and effectiveness in line with organizational goals.
< Implementing technological changes: Adopting new technologies, systems, or
processes to improve operations, productivity, and competitiveness.
o Disturbance Handler Role: Managing crises and unexpected problems
¢ Situations:
S Employee conflicts: Resolving disputes between team members or
departments to maintain a healthy work environment.
S Customer complaints: Addressing serious customer issues that could affect
the company’s reputation or operations.
2 Operational disruptions: Managing unexpected interruptions in production,
supply chain, or service delivery.
2 Decline in sales: Taking corrective actions to respond to market challenges or
performance drops.
% Objective:
S Restore stability and productivity
< Maintain employee morale and customer confidence.
< Ensure continuity of operations and minimize losses.
o Resource Allocator Role: Distribution of organizational resources
¢ Resources:
< Financial capital: Allocating funds to different departments, projects, or
initiatives based on organizational priorities.
S Human resources: Assigning staff to tasks or teams according to skills,
experience, and workload.
S Equipment: Ensuring machinery, tools, or technology are distributed and
utilized effectively.
S Time: Scheduling tasks, meetings, and project timelines to optimize output and
meet deadlines.
+ Example: Budget allocation across departments
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o Negotiator Role: Conducting negotiations on behalf of organization
+» Internal Negotiations:
S Departmental conflicts: Mediating between teams to resolve disputes or
disagreements.
S Budget discussions: Allocating funds fairly among departments or projects
through consensus.
+» External Negotiations:
S Supplier contracts: Negotiating terms, prices, and delivery schedules to
benefit the organization.
o Client agreements: Establishing contracts or service terms that align with
organizational goals.
< Investor discussions: Securing funding, investments, or support for strategic
initiatives.

Administration

» Meaning Of Administration: Administration refers to the comprehensive process of managing an
organization at a higher level. It involves establishing policies, designing the organizational structure,
creating systems and procedures, and ensuring institutional stability. The focus of administration is on
overarching decision-making, providing overall direction, and maintaining the long-term continuity
and effectiveness of the organization.

» Core Features of Administration

v" Policy Formulation Function: Frames policies and objectives.Determines long-term direction.
v’ Strategic Orientation: Focus on vision, mission, and institutional framework.
v Top-Level Authority: Usually performed by owners, board of directors, or governing authorities.
v Structural Role: Creates organizational framework. Defines authority relationships and systems.
v" Macro-Level Focus: Concerned with “what is to be done.” Leaves execution to management.
> Difference Between Management and Administration

Basis Administration Management

Nature Policy formulation Policy implementation

Level Top-level authority Middle and lower levels

Decision Type Crucial & strategic decisions Executive & operational decisions

Function Forms organization structure Maintains and runs organization

Skills Required Administrative & conceptual skills Technical, human & managerial skills

Control Exercises overall control Works under administration

Representation Represents owners Represents employees

Field of | Government, military, religious, | Business organizations

Operation educational institutions

> Evolution Of Management Thought: Management thought evolved in response to:
v' Industrial Revolution
v Organizational complexity
v Changing economic and social conditions
v The development of management theory can be classified into three major approaches:
= Classical Approach:
& Period: Late 19th century — early 20th century
& Focus: Efficiency, productivity, and formal structure of organizations.
& Key Characteristics:
o Emphasis on rationality, planning, and formal procedures.
o Focused on task specialization, hierarchy, and clear authority lines.
o Sought to improve labor productivity through systematic management techniques.
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< Major Sub-approaches:
o Scientific Management (Frederick W. Taylor)

¢ Focus on increasing productivity through scientific analysis of tasks.

¢ Principles include time study, standardization, and selection and training of
workers.

v Example: Assembly line optimization in manufacturing.

Administrative Management (Henri Fayol)

¢ Focus on management functions: planning, organizing, commanding, coordinating,
and controlling.

¢ Developed general principles of management applicable to all organizations.

Bureaucratic Management (Max Weber)

¢ Focus on formal rules, hierarchical authority, and impersonal relationships.

+ Promoted efficiency, predictability, and fairness in organizational administration.

= Neo-Classical Approach
& Period: 1930s — 1950s
& Focus: Human relations, motivation, and social aspects of work.
& Key Characteristics:

O
o
o

Recognized the importance of human behavior and social needs in organizations.
Emphasis on leadership, communication, and employee satisfaction.
Stressed informal organizational structures and participative management.

& Major Contributors:

o

Elton Mayo — Hawthorne Studies:

¢ Showed that social factors and attention to workers increased productivity.
+ Importance of employee morale and group dynamics.

Douglas McGregor — Theory X and Theory Y

% Theory X: Employees are inherently lazy and need supervision.

% Theory Y: Employees are self-motivated and seek responsibility.

* Modern Approach
& Period: 1950s — Present
& Focus: Integration of classical and neo-classical ideas with quantitative, systems, and
contingency perspectives.
& Key Characteristics:

o
o
o

Emphasis on adapting management practices to dynamic environments.
Focus on decision-making, technology, and systems thinking.
Consideration of both organizational and individual needs for effective performance.

& Major Sub-approaches:

@]

Systems Approach:

% Views organization as an interrelated system where each part affects the whole.
% Emphasizes coordination and integration of resources.

Contingency Approach:

% Advocates that management practices must be adapted to situational variables.
% There is no “one best way” to manage.

Quantitative/Operations Research Approach:

¢+ Uses mathematical models and statistics to improve decision-making.

++ Applied in inventory control, scheduling, and resource allocation.

Total Quality Management (TQM)

¢+ Focus on continuous improvement and quality in processes, products, and services.
++ Emphasizes customer satisfaction and employee involvement.
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» Administrative Management Theory: Administrative Management Theory is a classical
management approach that focuses on the overall management process rather than on specific tasks or
employee efficiency. Developed by Henri Fayol in the early 20th century, this theory emphasizes
management as a distinct function and provides a framework of principles that can be applied across
all types of organizations. Unlike Scientific Management, which targets productivity and efficiency at
the operational level, Administrative Management Theory has a macro-level orientation, dealing with
managerial responsibilities and the organization as a whole.

v Focus Area: Administrative Management Theory is primarily concerned with the principles and
functions of management, providing general guidelines applicable throughout the organization
rather than focusing on individual tasks. Key Aspects:
= Management Principles:

% The theory identifies universal principles of management that can guide managers in
decision-making, planning, and coordination.
< Example: Fayol proposed 14 principles such as division of work, authority and
responsibility, unity of command, and esprit de corps.
= General Theory Applicability:
& Principles of administrative management are broad and flexible, designed to apply to
organizations of all sizes and types.
@& It is not limited to manufacturing or production units but extends to administrative and
service sectors.
= Macro-Level Orientation:
% Focuses on overall management functions such as planning, organizing, commanding,
coordinating, and controlling.
& Concerned with strategic decision-making rather than day-to-day operational efficiency.
= Differentiation from Scientific Management:
& Scientific Management (Frederick Taylor) deals with micro-level efficiency, studying
tasks, time, and motion at the worker level.
& Administrative Management Theory deals with managerial responsibilities, hierarchy, and
organization-wide coordination.
v Core Contributions of Administrative Management Theory
= Systematic Study of Management: Established management as a formal discipline with
identifiable principles and functions.

= Emphasis on Managerial Functions: Fayol’s five primary functions: Planning, Organizing,
Commanding (leading), Coordinating and Controlling

= Principles of Management: Introduced 14 principles including:
< Division of Work: Specialization increases efficiency.
& Authority & Responsibility: Managers must have authority to give orders and

responsibility to ensure results.

& Unity of Command: Employees should receive orders from only one superior.
& Scalar Chain: Clear line of authority from top to bottom.
& Equity: Fair treatment of employees to maintain loyalty and satisfaction.

= Organizational Efficiency: Aimed to improve coordination, order, and efficiency in the
organization through systematic rules and managerial hierarchy.

* Managerial Education and Practice: Laid the foundation for training managers and
developing professional management practices.

v Importance of Administrative Management Theory:
= Provides a comprehensive framework for management applicable across industries.
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= Helps managers understand their roles, responsibilities, and organizational relationships.

= Offers guidance on decision-making, planning, and coordination at the macro-organizational
level.

= Remains relevant in modern organizations for understanding management structure and
principles.

» Contributions Of Henri Fayol: Henri Fayol is widely regarded as the Father of Administrative
Management for his pioneering work in establishing a general theory of administration applicable to
all types of organizations.

v Background:
= Nationality & Profession: French mining engineer
= Contribution: Developed a general theory of administration, later known as Fayolism
=  Publication: Administration Industrielle et Générale (1916)
v Six Primary Functions of Management (Fayol)
= Forecasting: Predicting future conditions, trends, and events to guide decision-making
= Planning: Setting goals and determining the best ways to achieve them
* Organising: Arranging resources and tasks to implement plans effectively
= Commanding: Directing and leading employees to accomplish organizational objectives
= Coordinating: Ensuring harmony among all departments and activities
= Controlling: Monitoring performance and taking corrective actions
v Fayol’s 14 Principles of Management: Fayol’s principles provide a framework for effective
managerial practice. Each principle guides managers in decision-making, organizing, and
leadership.
= Division of Work:
& Tasks should be divided into small, specialized jobs
<& Leads to specialization, efficiency, and skill development
& Qutcome: Higher productivity
= Authority and Responsibility:
& Authority: Right to give orders
& Responsibility: Obligation to perform
& Key Principle: Authority and responsibility must be balanced
= Discipline:
% Employees must obey rules and agreements
& Requires clear rules, fair agreements, and proper penalties
& Encourages voluntary compliance
= Unity of Command:
< Each employee should have one superior only
& Prevents confusion and conflicting instructions
=  Unity of Direction:
& Activities with the same objective should have one head and one plan
& Ensures coordination and uniform action
* Subordination of Individual Interest to General Interest
& QOrganizational goals take precedence over personal goals
& Managers resolve conflicts; if unresolved, organization’s interest dominates
* Remuneration:
< Employees should receive fair and reasonable compensation
& Determined based on financial position, cost of living, and government norms
& Goal: Satisfy both employees and organization
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Centralization

% Authority can be concentrated at the top level, but a balance with decentralization is needed
& Degree depends on organization size, employee experience, and business nature
Scalar Chain:

& Formal chain of authority from top to bottom

& Gangplank concept: Allows direct communication in emergencies with superiors informed
Order:

“ Material Order: Proper arrangement of materials

< Social Order: Proper placement of employees

& Ensures efficiency and coordination

Equity

% Fair and impartial treatment of all employees

& Builds trust, motivation, and loyalty

Stability of Tenure

& Provide job security to reduce turnover

< Enhances loyalty and productivity

Initiative

< Encourage employees to propose ideas

< Enhances creativity, commitment, and ownership feeling

Esprit de Corps (Spirit of Cooperation):

& “Union is Strength” — promotes teamwork and harmony

& Managers should foster a collective identity (we over I)

» Scientific Management: Scientific Management, also known as Taylorism or the Taylor System, is a
management theory that emphasizes improving organizational efficiency by scientifically analyzing
work processes, standardizing tasks, and optimizing worker performance. Its main goals are to enhance
labor productivity, minimize wastage of time and resources, and establish systematic methods for
performing tasks, ensuring that work is done in the most efficient and effective way possible.

v" Background:

Worked as apprentice, labourer, foreman, master mechanic, Chief Engineer.
Gained practical understanding of worker behaviour and production inefficiencies.
Published book: The Principles of Scientific Management (1911)

v Core Objective Of Scientific Management: Taylor aimed to:

Increase production efficiency

Reduce production cost

Raise profits

Ensure higher wages through higher productivity
Replace “rule of thumb” with scientific methods

v Central Belief: Productivity = Solution to both higher wages and higher profits.
v Basic Philosophy Of Scientific Management: Taylor summarized his philosophy as:

Science, not Rule of Thumb: This principle emphasizes replacing traditional hit-and-trial
methods with a scientific study of each task. Every job should be analyzed systematically to
determine the “one best way” of performing it, with standardization of tools, materials, and
processes. The main objectives are to reduce wastage, increase efficiency, and ensure precise
measurement, thereby making work more predictable, efficient, and productive.

Harmony, not Discord: This principle focuses on eliminating conflict between management
and labor by fostering mutual trust and cooperation. The key idea is that management and
workers are interdependent, and organizational success depends on their collaboration. In
practice, it involves sharing the gains of productivity, maintaining transparent communication,
and cultivating mutual understanding to ensure a harmonious and productive work
environment.
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= Cooperation, not Individualism: This principle emphasizes replacing individual competition
with teamwork and collective effort. It encourages a cooperative working spirit where both
management and workers collaborate toward common goals. Its implications include involving
workers in decision-making, valuing employee suggestions, and ensuring an equitable division
of responsibilities to foster unity, commitment, and organizational efficiency.

* Maximum Output, not Restricted Output: This principle emphasizes that both management
and workers should aim for the highest possible productivity, avoiding deliberate slowdowns
or “soldiering.” By working at full capacity, the organization achieves maximum efficiency,
resulting in increased profits for management and higher wages or bonuses for workers,
creating a mutually beneficial environment.

= Development of each person to highest efficiency and prosperity: This principle focuses on
the growth and development of every employee to achieve optimal efficiency and mutual
prosperity. It involves the scientific selection of workers, assigning tasks according to their
capabilities, providing proper training, and encouraging skill development. The intended
outcome is higher productivity, increased wages, and enhanced prosperity for both the
employee and the organization, creating a win-win situation that aligns individual growth with
organizational goals.

v" Elements / Techniques Of Scientific Management: Taylor suggested the following practical
techniques:

* Functional Foremanship: This concept, introduced by Frederick W. Taylor, replaced the
traditional single-supervisor system with a specialized supervisory structure to improve
efficiency and control. Under this system, a worker receives guidance from eight specialized
supervisors divided into two groups:
< Planning Department:

o Route Clerk: Determines the sequence of work.

o Instruction Clerk: Gives detailed instructions for performing tasks.

o Time & Cost Clerk: Sets time standards and estimates costs.

o Shop Disciplinarian: Maintains discipline and adherence to rules.
& Production Department:

o Gang Boss: Oversees the group of workers performing tasks.

o Speed Boss: Ensures work pace matches standards.

o Repair Boss: Handles maintenance of tools and machinery.

o Inspector: Checks the quality of work performed.
& Objective:

o Promote specialization at the managerial level.

o Enhance supervisory efficiency.

o Reduce confusion and improve coordination between planning and production.

v Standardization and Simplification

= Standardization: This principle involves establishing fixed standards for materials, machines,
tools, working conditions, and performance to ensure uniformity and consistency in operations.
By setting these standards, organizations can minimize variations, improve quality, and
achieve predictable and efficient outcomes.

= Simplification: This principle focuses on eliminating unnecessary varieties, sizes, and designs
in products or processes to reduce complexity. The main objective is to lower production costs
and enhance operational efficiency by streamlining work and minimizing wasted effort or
resources.
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v Work Study: Work study is the systematic analysis of work processes aimed at improving
efficiency, reducing waste, and optimizing performance. Frederick Taylor divided work study into
four key parts:
= Method Study: Method study focuses on identifying the “one best way” to perform a job. Its

main objective is to improve production methods, reduce costs, and enhance customer
satisfaction by streamlining workflows and eliminating unnecessary steps.

= Motion Study: Motion study involves analyzing the movements of workers while performing
tasks. The objective is to eliminate unnecessary motions, reduce worker fatigue, and increase
overall productivity by optimizing how tasks are physically carried out.

* Time Study: Time study involves determining the standard time required to complete a task.
The process includes breaking the work into elements, measuring the time for each element,
and establishing a standard time. It is used to set fair wages, plan workloads, and establish
realistic production targets.

= Fatigue Study: Fatigue study focuses on determining the required rest intervals for workers.
Its objective is to prevent physical and mental exhaustion and maintain long-term efficiency.
The underlying principle is that worker efficiency improves when adequate rest is scientifically
scheduled and integrated into the workflow.

v' Differential Piece Wage System: Different wage rates for efficient and inefficient workers.

* Mechanism:

& Fix standard output: Management sets a benchmark or standard output for a specific task.

< Higher rate for above-standard performance: Workers who exceed the standard output
are paid at a higher rate per unit of output, incentivizing greater productivity.

& Lower rate for below-standard performance: Workers who fail to meet the standard
output receive a lower rate per unit, encouraging them to improve efficiency.
= Purpose:
< Financial metivation: By linking pay directly to performance, workers are motivated to
increase output.

< Encourage productivity: Promotes higher work efficiency and optimal utilization of
labor.

& Reward Efficiency, Penalize Inefficiency: Ensures that effort and skill are directly
reflected in earnings.

=  Core Idea: The system is built on the principle that money is the primary motivator for
employees, aligning financial incentives with organizational productivity goals.

v Mental Revolution: Change in mindset of both workers and management.

* Requires:
< Mutual trust: Building confidence between employees and management.

& Cooperation: Collaborative effort to achieve organisational goals.

& Shared prosperity: Focus on collective success rather than individual advantage.
=  Shift From:

& Conflict -~ Cooperation

@ Suspicion — Trust

& Individual gain — Collective gain

v" Features Of Scientific Management
= Scientific analysis of work: Every task is studied systematically to find the most efficient way

to perform it.

* Emphasis on efficiency: Focus on maximizing output while minimizing waste of time and
resources.
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Standardization: Uniform procedures, tools, and materials are established for consistency.
Specialization: Tasks and supervisory roles are divided to enhance expertise and productivity.
Performance-based incentives: Rewards and compensation are linked to worker output and
efficiency.

Division of responsibility: Clear separation between planning and execution tasks.

Strong managerial control: Managers closely plan, direct, and monitor work to ensure
compliance with standards.

v' Criticism Of Scientific Management

Overemphasis on economic motivation: Focused primarily on wages and financial
incentives, neglecting intrinsic motivation.

Ignored social and psychological needs: Paid little attention to workers’ emotions,
satisfaction, and workplace relationships.

Mechanistic view of workers: Treated employees as parts of a machine rather than as human
beings with individual needs and creativity.

Excessive supervision: Required constant monitoring, which could reduce trust and morale.
Reduced human creativity: Standardized methods left little room for innovation or employee
initiative

» Comparison Point Between Taylor and Fayol

Basis Frederick W. Taylor Henri Fayol

Primary Focus | Focused mainly on workers and | Focused mainly on managers and
operational efficiency. His concern was | administrative efficiency. His concern
improving productivity at the shop- | was improving overall organizational
floor level. management.

Level of | Micro-level approach — Concentrated | Macro-level approach — Concentrated on

Orientation on individual tasks, worker | the organization as a whole, including
performance, and production processes. | structure, policies, and managerial

functions.

Area of | Emphasized shop-floor efficiency, time | Emphasized administrative principles

Emphasis study, motion study, and | such as planning, organizing,
standardization of tasks. commanding, coordinating, and

controlling.

Nature of | Developed a scientific approach to | Developed a general management theory

Theory management by replacing rule-of- | applicable to all types of organizations.
thumb methods with scientific analysis.

Objective Increase productivity and efficiency | Improve managerial effectiveness and
through  task  optimization and | organizational coordination through
performance-based incentives. universal principles.

Contribution Father of Scientific Management. Father of Administrative Management.

Bureaucratic Management

» Introduction: Bureaucratic Management focuses on designing an ideal organizational structure that
ensures efficiency, predictability, discipline, and rationality through clearly defined rules, hierarchical

authority, and formal procedures. It emphasizes a structured system where roles and responsibilities
are precisely defined to maintain order and consistency in operations. The chief contributor to this
approach was Max Weber, who developed the concept of bureaucracy as a rational and systematic
form of organization.
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v Background of Weber’s Theory: The background of Weber’s theory lies in his observation that
early organizations were often inefficient because decisions were based on personal loyalty,
nepotism, tradition, and favoritism rather than merit and rational rules. He argued that such
practices reduced efficiency, fairness, and consistency in organizational functioning, and therefore
proposed a rational and rule-based system to improve effectiveness and impartiality.

v' Meaning of Bureaucracy: Bureaucracy refers to a system of administration characterized by fixed
rules and procedures, a clear hierarchical structure, division of labour, formal authority, and
impersonal relationships. It operates on rational principles to ensure consistency, discipline, and
efficiency in organizational functioning. This system is commonly associated with government
administration, military organizations, and large formal institutions, where structured processes
and clear lines of authority are essential.

v Key Features of Bureaucratic Organization: Weber proposed that an ideal bureaucracy should
have the following characteristics:
= Division of Labour:

® Work is divided into specialized tasks.
< Each official performs a clearly defined role.
< Enhances expertise and efficiency.
= Hierarchy of Authority
& Clear chain of command.
& Each lower level is controlled by higher level.
@& Creates accountability and discipline.
* Formalized Rules and Regulations
@ Written rules govern decisions and actions.
% Ensures consistency and uniformity.
& Reduces arbitrariness.
= TImpersonality
& Decisions based on rules, not personal relationships.
& No favoritism or emotional bias.
& Equal treatment to all employees.
* Merit-Based Selection and Promotion
% Recruitment based on:
O Qualification
o Competence
o Technical expertise
& Promotion based on performance, not favoritism.
= Authority Based on Position: Weber emphasized Legal-Rational Authority:
<& Authority comes from an official position in hierarchy.
& Not from: Tradition, Charisma, Personal influence

v Merits of Bureaucratic Management

» Predictability: Clearly defined rules and procedures ensure that actions and decisions are
consistent, allowing outcomes to be anticipated with certainty.

= Stability: A well-defined hierarchical structure and formal system provide continuity and long-
term organizational stability, even when personnel change.

= Objectivity: Decisions are based on rules and regulations rather than personal preferences,
ensuring fairness and impartial treatment.

* Reduced corruption: Impersonal procedures and formal controls limit favoritism, nepotism,
and misuse of authority.

= Clear responsibility: Defined roles and authority levels make it easy to identify who is
accountable for specific tasks and decisions.
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v Limitations of Bureaucratic Management

Excessive rigidity: Strict adherence to rules and procedures can make the organization
inflexible and resistant to change.

Red tape: Too many formalities and procedural requirements may delay actions and reduce
efficiency.

Slow decision-making: Hierarchical approval processes often slow down decisions, especially
in urgent situations.

Lack of innovation: Emphasis on routine and standardized procedures can discourage
creativity and new ideas.

Overemphasis on rules: Focus on compliance with rules may overshadow organizational
goals and human considerations.

> Behavioural Science Contributions:
v' Abraham Maslow — Need Hierarchy Theory: Human needs arranged in hierarchy:

Physiological

& Basic biological needs essential for survival.

< Examples: Food, water, shelter, sleep.

Safety

& Security and protection from physical and emotional harm.

< Examples: Job security, safe workplace, health benefits.

Social

& Need for interpersonal relationships, acceptance, and affiliation.
& Examples: Teamwork, friendships at work, social events.
Esteem

& Desire for respect, recognition, achievement, and status.

& Examples: Promotions, awards, appreciation for performance.
Self-actualization

<& Desire to realise full potential and personal growth.

< Examples: Challenging assignments, creative freedom, learning opportunities.

v Douglas McGregor — Theory X and Theory Y

Theory X — Employees dislike work.

& Assumes employees dislike work, are lazy, and need strict supervision.

& Managers adopting this theory rely on control, threats, and punishment to enforce
performance.

% Workplace Implication: Can lead to low morale and limited creativity.

Theory Y — Employees are self-motivated and responsible.

& Assumes employees are self-motivated, responsible, and seek achievement.

& Managers adopting this approach empower, trust, and involve employees in decision-
making.

& Workplace Implication: Promotes higher engagement, innovation, and job satisfaction.

v" Rensis Likert

Participative management style.

& Managers involve employees in decision-making processes, seeking input and feedback.

& Encourages ownership, commitment, and cooperation among team members.

Emphasis on group decision-making.

& Likert believed that group behaviour and interaction determine organisational
effectiveness.

& High-performing organisations rely on collaboration, open communication, and collective
problem-solving.
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» Quantitative Approach
v" Origin: Developed during World War II, when mathematical and statistical techniques were used
to solve complex military and logistical problems.
v" Focus
= Use of mathematical models: Applying mathematical formulas and models to analyze
business problems and identify optimal solutions.
= Statistical techniques: Using data analysis, probability, forecasting, and statistical tools for
informed decision-making.
= Operations research: Employing scientific methods such as linear programming, queuing
theory, and simulation to improve efficiency and resource allocation.
= Decision science: Utilizing quantitative tools and analytical methods to support rational and
objective managerial decisions.
v Objective: Improve economic effectiveness using quantitative tools.

» Contingency Approach: The Contingency Approach is based on the principle that “there is no one
best way to manage.” It suggests that management practices and decisions must vary according to the
specific circumstances faced by the organization.

v' Situation: The nature of the problem, urgency, and internal conditions influence the choice of
managerial action.

v" Environment: External factors such as economic conditions, competition, political and legal
factors affect management strategies.

v' Size of organization: Large organizations may require more formal structures, while smaller ones
may operate with flexibility.

v" Technology: The type and complexity of technology used determine organizational structure and
processes.

v" Workforce characteristics: Skills, experience, attitudes, and expectations of employees influence
leadership style and management approach.

Systems Approach
> Introduction: The Systems Approach views an organization as a system, a set of interrelated and
interdependent parts working together to achieve common goals. It emphasizes that changes in one
part of the organization affect other parts, highlighting the need for coordination and integration. This
approach emerged as a key component of modern management thought, promoting a holistic view of
organizational functioning.
v" Core Idea: An organization is not a collection of independent departments. It is an integrated
whole where:
» Each department affects others.
= Coordination is essential.
= Failure in one part impacts the entire system.
= Example: Production, Marketing, HR, Finance, IT — All are subsystems of one larger system.
v' Components Of A System: Every system consists of four major elements:
» Inputs: Inputs are resources required for production. Types of Inputs include:
< Human Resources: Employees’ skills, knowledge, and labor.
< Materials: Raw materials and consumables used in production.
< Equipment: Machinery, tools, and technology required for operations.
< Financial Resources: Capital, funds, and budgets needed to support activities.
& Information: Data and knowledge that guide decision-making and processes.
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Transformation Process: This refers to managerial and technological processes that convert

inputs into outputs.

® Managerial Abilities: These are the human skills applied to coordinate and guide
resources effectively.

o Planning: Setting objectives and outlining steps to achieve them.

o Organising: Arranging resources and tasks in a structured manner.

o Leading: Directing, motivating, and inspiring employees to achieve goals.
o Controlling: Monitoring performance and implementing corrective actions.

& Technological Abilities: These involve the practical application of tools and systems to

optimize production and efficiency.

o Use of machinery: Employing equipment to perform tasks efficiently.

o Software systems: Leveraging digital tools for management and operations.

© Automation: Using technology to reduce manual effort and increase consistency.

Outputs: Outputs are the results produced by the organization. Types of Outputs:

< Products and Services: The tangible goods or intangible services delivered to customers
or clients. Represents the core mission and purpose of the organisation.

= Profits or Losses: Financial outcomes resulting from organisational operations. Profits
indicate financial health and sustainability, while losses signal inefficiency or strategic
issues.

< Employee Growth & Satisfaction: Outcomes related to employee development,
engagement, and well-being. Reflects the organisation’s ability to nurture talent and
maintain a motivated workforce.

& Market Reputation: The perceived credibility, trustworthiness, and brand value of the
organisation in the eyes of customers, stakeholders, and society. A strong reputation helps
the organisation attract customers, partners, investors, and talent.

Feedback: Feedback is information about:

& Performance: Assessment of efficiency and goal achievement.

& Customer satisfaction: Insights on how well products/services meet customer needs.

< Market response: Evaluation of competitiveness, demand & trends.

< Environmental changes: Information on shifts in technology, regulations, and socio-
economic factors to guide managerial decisions.

v Features Of Systems Approach: The Systems Approach treats an organization as a unified whole
rather than isolated parts, emphasizing how each component interacts to achieve common
objectives.

Holistic view of organization: Considers all subsystems—people, processes, and technology,
as interconnected, ensuring decisions account for the overall impact.

Emphasis on coordination: Stresses alignment between departments and functions to
optimize efficiency and avoid conflicts.

Interdependence of departments: Recognizes that actions in one department affect others,
requiring integrated planning and execution.

Focus on adaptability: Encourages flexibility to respond effectively to internal and external
changes.

Open system interaction with environment: Highlights continuous exchange of information,
resources, and feedback with the external environment to maintain relevance and sustainability.

v" Open Vs Closed System

Open System:

< An open system is one that interacts dynamically with its external environment, exchanging
information, resources, and energy to survive, grow, and adapt.

& Receives inputs from outside

& Responds to market changes

& Modern organizations are open systems
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Closed System:

& A closed system is isolated from its environment, operating as a self-contained entity with
no interaction or dependency on external factors.

% No interaction with environment

& Self-contained (theoretical concept)

Open V/s Closed System- Differences

Feature Open System Closed System
Interaction with | Actively  interacts  with  external | No interaction with
Environment environment environment
Input / Output Receives inputs, transforms, produces | Self-contained; inputs and
outputs for external use outputs internal
Adaptability Highly adaptable; responds to feedback Does not adapt; static
Feedback Uses feedback to improve performance No external feedback
considered
Real-World Relevance | Modern organisations, businesses, service | Theoretical concept, rarely
providers exists practically
Examples Retail chains, IT firms, hospitals Hypothetical isolated systems
in theory

v" Importance Of Systems Approach:

Encourages coordination: By viewing the organisation as a system, managers recognise how
different departments, teams, and processes are interdependent.

Reduces departmental conflicts: A systems perspective emphasises interconnectedness,
highlighting how departmental goals contribute to overall organisational objectives.
Enhances strategic alignment: The systems approach ensures that all organisational units
align with the overall strategy and mission.

Promotes adaptability: A systems approach enables the organisation to anticipate, respond,
and adapt to changes in markets, technology, and regulations.

Improves overall efficiency: By integrating processes and eliminating duplication, the
systems approach optimises resource use.

Contingency Approach

» Introduction: The Contingency Approach, or Situational Approach, emphasizes that there is no one-
size-fits-all method of management. Effective management depends on the specific circumstances,
including the organization’s environment, size, technology, and workforce characteristics, requiring
leaders to adapt their practices to each situation.
v Core Principle: The effectiveness of a managerial action is contingent upon:

Nature of environment: The external environment, stable or dynamic, simple or complex,
affects managerial decisions.

Organizational structure: The arrangement of authority, roles, and responsibilities should fit
the organisation’s needs and context.

Technology used: The type and complexity of technology influence management style and
processes.

Size of organization: Larger organisations often need formal rules, specialised roles, and
structured communication.

Employee characteristics: Individual differences such as skills, experience, motivation, and
personality affect which management style is most effective.

Managerial style: The manager must choose a style appropriate to the situation and workforce.
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