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It gives us immense pleasure to place in your hand a book titled “Principles of
Management” prepared as per the New CBCS Syllabus for the First Year, I Semester,
BBA for all the Universities in Telangana State with effect from the Academic Year
2016-17. The book has been written in simple language to address to the conceptual
needs of the Undergraduate students. The book has been divided in five chapters
based on five independent modules in the Syllabus. Each chapter is followed by
Questions Bank which includes objective questions, subjective questions and case
studies. We hope that the book meets the requirements and expectations of the
Educands and the Educators.
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qualitative improvement of the contents of the book.
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PRINCIPLES OF MANAGEMENT
Objective: The general objective of this course is to provide a broad and integrative

introduction to the theories and practice of management. In particular, the course focuses on the basic
areas of the management process and functions from an organisational viewpoint. The course also
attempts to enable students to understand the role, challenges, and opportunities of management in
contributing to the successful operations and performance of organisations.
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1.1 Concept of Management 

The concept of management is as old as human civilisation. The concept of management is 
universal and is applicable to all types of organisations. It is useful and essential to all types 
of business organisations, irrespective of their size, area and scale of operations and nature 
of ownership. It is necessary for educational and health institutions, military organisations, 
gymkhanas, clubs, trade associations, chambers of commerce, etc. In other words, 
management is a universal process. 

According to the modern management thinkers, management is a process of integrating six 
‘Ms’, viz., Men, Material, Machines, Methods, Money and Markets. The term management 
may be referred to a distinct process of allocating inputs (physical and human resources) by 
typical managerial functions (planning, organising, directing and controlling) for the 
purpose or achieving pre-determined organisational objectives. 

"Management consists of getting things done through others. A manager is one, who 
accomplishes objectives by directing the efforts of others." 

 

Fig. 1.1: Concept of Management 

1.2 Definitions of Management 

Different experts have defined management from different points of view at different times. 
For example, the classical management experts have emphasised mainly production and 
engineering aspects of management whereas the neo-classical theorists have emphasised 
the human relations approach and behavioural aspects of management. The modern 
management philosophers have emphasised on varied areas such as decision-making, 
leadership, motivation, co-ordination and workers’ participation in management. Thus, 
definitions and interpretations of management vary widely.  

Fredrick Winslow Taylor emphasised the engineering aspects of management. His 
definition mainly deals with plant management. 
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“Management is knowing exactly what you want men to do and then seeing that they 

do it in the best and cheapest way.”              – Fredrick Winslow Taylor 

Henry Fayol describes management in terms of what a manager does.  

“To manage is to forecast, to plan, to organise, to command, to co-ordinate and to 

control.”  

“Management is a distinct process consisting of planning, organising, actuating and 

controlling, performed to determine and accomplish stated goals by the use of human 

beings and other resources.”            – George Terry 

“Management is defined as the creation and maintenance of an internal environment 

in an enterprise, where individuals, working together in groups, can perform efficiently 

and effectively towards the attainment of group goals.”           – Koontz and O’Donnell 

According to the above definitions, management is the art of creating the most favourable 

performance environment and thereby, helping a group of workers to achieve pre-

determined goals of an enterprise.  

“Management is the process by which the managers create, direct, maintain and 

operate purposive organisation through systematic, co-ordinated and co-operative 

human efforts.”                 – Dalton McFarland 

As per the above definition, management is a continuous ongoing process, it helps in the 

creation, maintenance, direction and operation of an enterprise and it attains the goals through 

systematic and scientific, co-ordinated and co-operative human efforts in an organisation.  

“Management is principally a task of planning, co-ordinating, motivating and 

controlling the efforts of others towards specific objectives.”                   . – James Lundy 

According to this definition, management covers three main functions, viz., planning, 

implementing and controlling.  

“Management is the art of getting things done through people.”   

                – Mary Parker Follett  

The above definition emphasises the human relations approach to management.  

“Management is a multi-purpose organ that manages a business and manages 

manager and manages workers and work.”        – Peter Drucker 

In the above definition, Drucker stresses three important tasks of management:  

(a) Managing a business,  

(b) Managing a manager, and 

(c) Managing workers and work.  
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Thus, according to Drucker, a manager is a dynamic and life-giving element in every 

business. An efficient management ensures optimum utilisation of human, material and 

financial resources.  

“Management is decision-making.”          – Ralph C. Davis 

“Management is the art and science of decision-making and leadership.”.   

                     – Donald J. Chough 

The above definition explains the importance of decision-making in modern business. 

Decisions are necessary in all functional areas of business such as production, marketing, 

finance, personnel and office administration. Managers by profession are decision-makers. 

At present, we are living in a dynamic world, where the situation is changing very fast. 

Moreover, the forces of external environment are also very powerful and affect business 

enterprise to a great extent. Therefore, modern management thinkers and contributors to 

the literature on management lay great emphasis on the decision-making, leadership and 

motivational aspects of business management.   

1.3 Scope of Management 

Although it is difficult to precisely define the scope of management, the following areas are 

included in its ambit: 

(a) Subject Matter of Management: This primarily includes the various functions 

performed by management such as planning, organising, staffing, directing 

(actuating) and controlling. These functions are common to any management 

activity and are performed by managers at all levels. 

 Planning: It is the basic function of management. It deals with chalking out a 

future course of action and deciding in advance the most appropriate course of 

actions for achievement of pre-determined goals.  

 Organising: It is the process of bringing together physical, financial and 

human resources and developing productive relationship amongst them for 

achievement of organisational goals.  

 Staffing: It involves manning the organisational structure through proper 

selection, appraisal and development of personnel. The main purpose of 

staffing is to put the right man on the right job.  

 Directing: It is process a process of guiding, instructing and overseeing the 

performance of workers to achieve organisational goals. It encompasses four 

sub-functions – supervision, motivation, leadership and communication. 

http://www.managementstudyguide.com/planning_function.htm
http://www.managementstudyguide.com/organizing_function.htm
http://www.managementstudyguide.com/staffing-function.htm
http://www.managementstudyguide.com/directing_function.htm
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 Controlling: It is the process of checking whether or not proper progress is 

being made towards the objectives and goals and acting if necessary, to correct 

any deviation.  

(b) Functional Areas of Management: Since management is a social and universal 

process, its area is very wide. The functional areas of management are collectively 

known as operational management. Some of the main functional areas of 

management are as under: 

 Financial Management: Financial management includes accounting, 

budgetary control, financial planning, profit planning and managing the overall 

finances of an organisation. 

 Personnel Management: Personnel management includes recruitment, 

training, transfer, promotion, demotion, retirement, termination, labour 

welfare, social security and industrial relations. 

 Production Management: Production management includes production 

planning and control, plant location, layout and maintenance, quality control 

and inspection and time and motion studies. 

 Marketing Management: Marketing management is concerned with 

marketing aspects of the product. It deals with the price determination, 

channels of distribution, market research, sales promotion and advertisement. 

 Office Management: The main areas of office management are office layout 

and environment, handling correspondence and mail, typing and duplicating, 

record management and filing, indexing and office supervision. 

The management functions and the functional areas of management have been 

discussed in detail in later part of the chapter. 

1.4 Principles of Management 

The Principles of Management are the essential, underlying factors that form the 

foundations of successful management. Henry Fayol has been rightly called the ‘father of 

administrative management’ for his practical approach to management theory. He has 

identified fourteen fundamental principles of management. These fourteen principles are: 

(a) Division of Labour and Specialisation: Division of labour is a famous principle of 

economics, put forth by the classical economists like Adam Smith. Fayol applied this 

principle to management theory. Division of labour leads to specialisation, which in 

turn improves the efficiency of the employees. 

http://www.managementstudyguide.com/controlling_function.htm
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(b) Authority and Responsibility: According to Fayol, authority and responsibility 

must flow in the same direction. Responsibility is the natural outcome of authority. 

A proper balance between authority and responsibility helps to prevent the misuse 

of authority and promotes a fair fixation of responsibility. 

(c) Discipline: Discipline means observation of certain rules and regulations. People in 

the organisation should be bound to accept certain code of conduct. The three basic 

requisites of discipline are disciplined supervisors at all levels, clear and fair 

agreement on goals and judicious application of penalties. 

(d) Unity of Command: According to this principle, an employee should receive orders 

only from one superior. If more than one superior exercise their authority over the 

same employee, then the latter will always be in a state of confusion and a confused 

employee will never be able to perform to the best of his ability. 

(e) Unity of Direction: Unity of direction is essential for achieving unity in action, in the 

pursuit of common goals by a group of persons. For this, Fayol advocates ‘one head 

and one plan’. Unity of direction (one head, one plan) is not same as unity of 

command (one employee receives orders from one superior). 

(f) Subordination of Individual Interest to General Interest: According to this 

principle, the fulfilment of individual objectives in the long run is contingent upon 

the attainment of common objectives in the short run. Thus, in case the need arises, 

an individual must sacrifice, in favour of larger group objectives. 

(g) Remuneration: Remuneration is the price paid to managers and workers, for the 

services rendered by them. According to Fayol, the system of remunerating 

personnel should be fair and satisfactory to both employees and employer. It should 

be attractive in order to employ and retain the best personnel. 

(h) Centralisation: Everything that goes to increase the importance of subordinates’ 

role is decentralisation and everything which goes to reduce their role and 

significance, is centralisation. There should be a fair balance between the degree of 

centralisation and decentralisation in order to achieve the best results. 

(i) Scalar Chain: Scalar chain refers to the line of authority from the highest to the 

lowest executive in the organisation for the purpose of communication. However, in 

the routine course of business, employees at the same level can communicate with 

each other following the principle of ‘Gang Plank’. Scalar Chain is shown in diagram 

below with Gang Plank as dotted line FP. 

In the figure, scalar chain is shown by a double ladder A to G and A to Q. A is the 

head of the organisation. B and L are the next level, and so on. If quick action is 
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necessary, then a "Gang Plank" "FP" is made. Now, F and P can contact each other 
directly but they should inform E and O about their decisions. 

 

Fig. 1.2: Scalar Chain Principle 

(j) Order: Fayol has recommended two types of orders in any organisation. These 
orders are material order and social order. 
 Material order means ‘a place for everything and everything in its place’. 
 Social order demands employment of the right person in the right place. 

(k) Equity: The principle of equity implies a sense of fairness and justice to all. 
Observance of the principle of equity alone makes personnel, loyal and devoted to the 
organisation. Loyalty and devotion must be elicited from the personnel through a 
combination of kindness and justice while dealing with them. 

(l) Stability of Tenure: An employee needs time to adjust with new work and its 
environment and demonstrate efficiency and higher performance. Therefore, 
stability of tenure is a desirable principle for ensuring efficiency. Unnecessary 
employees’ turnover is the cause and effect of a bad management.  

(m) Initiative: Initiative is the freedom to propose and execute a plan. To have freedom 
in this respect is the greatest satisfaction for an intelligent person. A manager, who 
induces his subordinates to think and act on their own, is always better and more 
successful than the one who does not. 

(n) Esprit de corps: Esprit de corps is a French phrase which means "union is strength". It 
means spirit of loyalty and devotion to the group, to which one belongs. It is the 
foundation of a sound organisation. It can be achieved by avoiding the dirty policy of 
‘divide and rule’ and promoting free communication. 

These principles are flexible and require suitable adjustment and modification in view of 
situational factors operating in different enterprises. 
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1.5 Evolution of Management Thoughts 

The earliest contribution to the management theories can be traced back to the periods of 

the Greeks, the Romans and the Egyptians. The use of the principle of specialisation and 

division of labour was evident in China as early as 1650 B.C. The Roman Catholic Church 

with its hierarchy of management has greatly contributed to the management thoughts. 

The development of management thought has been evolutionary in nature. The present 

status and position of management can, therefore, be best appreciated and understood in 

the light of its evolution over the years. Much of the development in this field has taken 

place during the last 100 years. The evolution of management thought may be classified into 

three broad categories:  

(a) The Classical Theory of Management: The Classical Theory of Management 

focuses on the productivity, output and efficiency of workers, rather than the 

differences in behaviour that exist among them. The Classical Theory of 

Management includes three streams: 

 Scientific Management Theory: The Scientific Management theory was 

developed by F.W. Taylor, the father of Scientific Management. The basic 

principle of scientific management is an adoption of a scientific approach to 

managerial process and decision-making. It is mainly concerned with 

improving the operational efficiency at the shop floor level. 

 Process Management Theory: The Process Management theory was 

propounded by Henry Fayol, the father of Modern Management. According to 

him, management is a distinct process of five inter-related functions, viz., 

planning, organising, commanding, co-ordinating and controlling. He termed 

these functions as the ‘Elements of Management’. 

 Bureaucratic Management Theory: Max Weber is credited for initiating the 

Theory of Bureaucratic Organisation and Management. He considered 

bureaucracy as the most efficient form for large organisations. Bureaucracy is 

the combined organisation structure, procedures, protocols and set of 

regulations to manage activity. 

(b) The Neo-classical Theory of Management: The Neo-classical Theory emphasised 

the man behind machines and stressed the importance of individuals as well as 

group relationships at the workplace. The Neo-classical Theory of management 

consists of two streams: 

 Human Relations Approach to Management: The Human Relations 

Approach to management was developed by Elton Mayo. Human Relations 

Movement actually started with a series of experiments conducted by George 
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Elton Mayo and his colleagues at the Hawthorne plant of Western Electric 

Company to bring about improvement in productivity.  

 Human Behaviour Approach to Management: The Human Behaviour 

Approach is the outcome of the management thoughts developed by 

behavioural scientists such as A.H. Maslow, Frederick Herzberg, Douglas, 

McGregor, and many others who viewed organisation collectively as a group of 

people for achieving certain pre-determined objectives.  

(c) The Modern Theory of Management: Modern Management theories indicate a 

further refinement, extension and synthesis of all the classical and neo-classical 

approaches to management. These movements started after 1950. There are three 

streams under the Modern Management theory:  

 Quantitative Approach to Management: The Quantitative Approach to 

Management makes use of several mathematical and statistical models to offer 

solutions to the complex managerial problems. Some of these models are 

linear programming, game theory, simulation and probability. Moreover, 

computers are also used to solve business problems. 

 Systems Approach to Management: The Systems Theory is one of the 

dominant management theories. Chester Barnard made a significant 

contribution to the development of the Systems Approach. The Systems 

approach to management views management as a complex system consisting 

of many interrelated and interdependent subsystems.  

 Contingency Approach to Management: The Contingency Approach to 

Management was developed during the 1970s. This Approach believes that 

there is no standard way of managing and the managerial actions are 

contingent upon situations or circumstances. Thus, this approach tries to 

evolve practical solutions to the managerial problems.  

Harold Koontz was the first scholar who classified the various approaches in the schools of 

management theory as under:  

(a) The Classical School. 

(b) The Human Relations School. 

(c) The Decision Theory School. 

(d) The Management Science School. 

(e) The Systems Theory School. 

(f) The Contingency Theory School. 
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1.6 Scientific Management Theory 

The concept of scientific management was introduced by 

Frederick Winslow Taylor in the USA in the beginning of 

20th century. This concept was further refined by Frank 

and Lillian Gilbreth, Henry Gantt, George Berth, Edward 

Felen and others. Scientific management is concerned 

essentially with improving the operational efficiency at the 

shop floor level.  

Taylor joined Midvale Steel Company in the USA as a 

worker and later became a supervisor. During this 

period, he continued his studies and eventually completed  

 

Frederick Winslow Taylor 

(1856-1915) 

his Master of Engineering (M.E.). Subsequently, he joined Bethlehem Steel Company. At 

both these places, Taylor undertook several experiments in order to improve the 

efficiency of people at work. On the basis of his experiments, he published a book entitled 

as 'Scientific Management'.  

“Scientific management is the art of knowing exactly what you want your men to do 

and then seeing that they do it in the best and cheapest way.”…                  – F.W. Taylor 

Principles of Scientific Management: 

(a) Science, not the Rule of Thumb: The basic principle of scientific management is an 

adoption of a scientific approach to managerial process and decision-making. It 

completely discards all unscientific approaches and practices, hitherto practised by 

the management. 

(b) Harmony, not Discord: Harmony refers to the unity of actions while discord refers 

to differences in approach. As a principle of scientific management, it refers to 

absolute harmony in the actions of people in order to facilitate the best attainment 

of organisational goals. 

(c) Co-operation, not Individualism: Co-operation refers to the development of 

mutual understanding between employees and management in order to direct their 

efforts towards the attainment of group objectives while regarding their individual 

objectives as subordinate to the general interest.  

(d) Maximum Output, instead of Restricted Output: In Taylor's view, the most 

dangerous evil of the industrial system was a deliberate restriction of output in 

order to maximise returns. He emphasised maximisation of output as a means of 

promoting prosperity of workers, management and society. 
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(e) Development of Workers: Management must develop its workforce to the fullest 

extent of their capabilities to ensure maximum prosperity for both – employees and 

employers. There is no doubt that developed human resource promotes maximum 

human efficiency, productivity and profits. 

(f) Equal Division of Responsibility: This principle recommends separation of 

planning from execution. Taylor strongly opposed the practice of planning of work 

by the subordinates themselves. According to him, management should be 

concerned with planning of work and workers with its execution.  

(g) Mental Revolution: According to Taylor, no scheme of scientific management could 

be successful unless the workers and managers learn to co-operate with each other. 

This requires a mental revolution on their part by giving up the attitude of hostility 

and enmity towards each other. 

Structure of Taylor's Scientific Management: 

Though Taylor's work is quite comprehensive and detailed, the major aspects of work done 

by him can be summarised as under: 

(a) Determination of a Fair Day's Task: Taylor recommended the use of scientific 

methods, based on three types of work studies, for determining a fair day's task for 

each worker: 

 Time Study: Time study is the process of observing and recording the time 

required to perform each element of an operation so as to determine the 

standard time in which a work has to be completed.  

 Motion Study: Motion study is a careful study and analysis of various body 

movements while doing a work. It aims at removing unwanted and 

unnecessary body movements while doing a work. 

 Fatigue Study: Fatigue study is conducted to find out as to after how much 

time of work, a rest pause is required for an average worker so that he can 

relax and proceed to his job in a refreshed manner. 

(b) Scientific Selection and Training: Taylor has emphasised that the workers should be 

selected on scientific basis taking into account their education, work experience, 

aptitude and physical strength. Further, adequate training must be imparted to the 

selected workers as a measure to increase their efficiency on job performance. 

(c) Standardisation: Taylor stressed two types of standardisation:    

 Standardisation of raw materials, tools, machines and work conditions, like 

lighting, space, ventilation, etc. so as to allow workers to proceed to work in a 

healthy physical environment. 
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 Standardisation of work conditions for the workers performing similar types 

of work. Different work conditions for the same job would adversely affect 

efficiency and ultimate production. 

(d) Functional Foremanship: Taylor evolved the concept of functional foremanship 

based on the specialisation of functions. He identified eight types of foreman to 

direct the activities of workers. Of these, the following four foremen are concerned 

with planning: 

 Route clerk – Specifying route for production. 

 Instruction card clerk – Drafting instructions for workers. 

 Time and cost clerk – Preparing time and cost sheet. 

 Disciplinarian – Ensuring discipline. 

The remaining four foremen are concerned with the execution of work:  

 Speed boss – Ensuring timely and accurate completion of work. 

 Inspector – Checking the quality of work. 

 Gang boss – Keeping machines and tools ready.  

 Maintenance foreman – Ensuring proper working of machines. 

(e) Differential Piece-rate System of Wage Payment: Taylor devised a ‘differential 

piece-rate system of wage payment’ in order to motivate workers, positively as also 

negatively, to produce the standard output. The inherent features of this scheme are:  

 A standard output for each worker is determined in advance through scientific 

work studies. 

 Two rates of wage payment based on piece-rate system are established:  

– Higher rate per unit of output; and 

– Lower rate per unit of output. 

 Workers, who produce the standard output or exceed it, are paid at the higher 

rate while those who fail to achieve it are paid at a lower rate. 

Criticisms of Scientific Management: 

Although it is accepted that the scientific management enables the management to put 

resources to their best possible use, yet it has been criticised by several sections of the 

society. These criticisms have been discussed below from the perspectives of workers, 

employers and psychologists. 

(A) Criticisms by the Workers: 

(a) Reduces the Worker to a Machine: Scientific management calls for the 

standardisation of work methods and workers have to work accordingly. This leads 
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to monotony and kills their initiative. A number of research studies have shown that 

scientific management may increase productivity in the short run, but in the long 

run, it reduces productivity due to workers’ apathy and loss of initiatives. 

(b) Creation of Unemployment: The critics of scientific management also argue that 

scientific management creates unemployment as it favours widespread use of 

labour saving devices. But this argument does not hold good in the long run. This is 

because increased labour efficiency will lead to lesser cost of production and higher 

productivity which will generate more demand and more employment. 

(c) Exploitation of Workers: The gains of increased productivity are not shared with 

the workers. They get little share in profits. The major proportion is taken away by 

the investors in the form of higher profits. But this argument does not carry weight. 

It may be pointed out that large amount of profit is invested back extending various 

facilities to the workers. This argument is, therefore, tenable in part only. 

(d) Loss of Initiative: The initiative of workers is adversely affected due to separation 

of ‘thinking’ from ‘doing’. Scientific management calls for standardisation of 

methods and operations. The worker has to act in accordance with the instructions 

of the foreman. He cannot take initiative and suggest better method of work. This 

kills their initiative and a worker is simply reduced to a cog in the machine. 

(e) Increased Stress: Scientific management has been criticised for increasing workers’ 

stress due to higher expected output from them. But it should be noted that it also aims 

at providing reasonable working hours with rest pauses and good working conditions. It 

also provides standardised materials, tools and equipments and undertakes time, 

motion and fatigue studies which are in the best interest of the workers. 

(f) Weaker Trade Unions: Scientific management supports decisions on important 

matters pertaining to workers like regulation of working hours, fixation of wages, 

etc. by the management. This weakens the process of collective bargaining. 

However, in the advanced countries like the USA, which is regarded as the home of 

scientific management, trade unionism is getting immense popularity. 

(g) Undemocratic in Nature: It is also argued that the attitude of the functional bosses 

is autocratic in nature. The workers operate strictly under their control. This creates 

lot of resentment among them. It has been rightly pointed out that scientific 

management forces the worker to depend upon the employer’s conception of 

fairness and gives them no voice in the management. 

(B) Criticisms by the Employers: 

(a) Problem of Unity of Command: Taylor’s scientific management proposes eight 

functional foremen. Hence, the workers have to report to eight different bosses. 

This is against the principle of unity of command, which emphasises one person 
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should report to one boss. Lack of unity of command can create confusion and 

chaos in the organisation. 

(b) Expensive: The installation of scientific management involves huge funds on 

standardisation of materials, equipments, tools and machinery, etc. It also 

undertakes time, motion and fatigue studies which are expensive techniques. 

Constant research and experimentation also need lot of funds. Such a huge capital 

investment may not be beneficial in the short run. 

(c) Loss on Account of Reorganisation: Introduction of scientific management calls 

for reorganisation of complete process. The work has to be suspended due to 

reorganisation. It is both time-consuming and expensive. The workers may not 

easily adjust to the new techniques. Therefore, it must be introduced slowly in 

stages so that changes are not resisted. 

(d) Overproduction: The techniques of scientific management followed by all firms in 

an industry may lead to overproduction or glut in the market. Increased 

production may lead to price cut and erosion of profit earning capacity of 

businesses. This may result in recession, which is not in the interest of the 

business units and economy as a whole. 

(e) Narrow Approach: Taylor's scientific management has narrow application. It can 

be applied to factories where the performance of workers can be measured 

quantitatively. It cannot be applied in services sector like banks and insurance 

companies because in services sector, the performance of a person cannot be 

measured quantitatively. 

(f) Other Difficulties: Introduction of scientific management also lead to a number of 

other problems for the organisation: 

 Scientific management calls for employment of highly qualified and skilled 

experts which may not be easily available. 

 On account of paucity of financial resources, small concerns cannot afford to 

introduce the system of scientific management.  

(C) Criticisms by the Psychologists: 

Industrial psychologists have criticised the concept of scientific management as it aims at 

achieving efficiency at all costs and treating workers as slaves of management. The 

principles of scientific management are impersonal in nature and lack psychological 

approach in their application. 

(a) Mechanical in Nature: The main criticism advanced against scientific management 

by the psychologists is that it is mechanical in nature. The worker has practically no 

say in the management. He has to operate strictly in accordance with the 
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instructions issued to him by his foreman. The industrial psychologists have been 

stressing for human approach towards the workers.  

(b) Speeding Up of Workers: Scientific management is responsible for ‘speeding up’ 

or ‘intensification’ of workers resulting in a lot of strain and tiredness on the 

worker’s mind and body leading to accidents and stoppage in work. The 

psychologists are of the view that the work should be made easy and interesting 

for the workers. 

(c) Creation of Monotony: Overspecialisation and repetition of jobs under scientific 

management makes them monotonous. The workers work as cogs in the machines 

which shatters their interest in work. This reduces their efficiency. The industrial 

psychologists have suggested job enlargement as a possible solution to reduce the 

monotony of continuous work. 

(d) Absence of Non-wage Incentives: Another drawback of scientific management is 

the absence of non-monetary incentives. In the opinion of psychologists, various 

non-monetary incentives such as job security, appreciation, workers’ participation 

in management, social recognition and urge for self-expression play an important 

role in inspiring workers for better performance. 

(e) Developing ‘One Best Way’ of Work: Scientific management is primarily 

concerned with developing ‘one best way’ of doing the work. But psychologists are 

of the view that every worker has his own style of doing the work. If one particular 

way is imposed on the workers, they will not be able to perform properly and their 

efficiency is bound to be affected adversely. 

From the above analysis, it is clear that although industrial psychology and scientific 

management are different in application, they are interdependent. There is no denying the fact 

that if human side of management is paid due attention, labour instead of being the worst 

enemy, will become the best friend of scientific management. 

1.7 Process Management Theory 

Henry Fayol was a French mining engineer who later turned 

a leading industrialist and a successful manager. His lifelong 

experience in the field of management was published in the 

form of a monograph titled ‘Administration Industrielle et 

Generale’ in 1916 in the French language. This monograph 

was reprinted in French several times but was never 

translated in English until 1929.  

Fayol’s contribution to the science of management may be 

summarised as: 

 

Henry Fayol 

(1841-1925) 
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(a) Classification of Industrial Activities: Fayol classified the activities of industrial 

organisations into six groups. These six groups are: 

 Technical (relating to production); 

 Commercial (relating to distribution); 

 Financial (relating to financial planning); 

 Security (relating to protection of persons and property); 

 Accounting (relating to recording transactions); and 

 Managerial (planning, organising, co-ordinating and controlling). 

In short, Fayol mainly emphasised the managerial aspect of the organisation. 

(b) Classification of Managerial Functions: According to Fayol, the following are the 

important functions of a manager. He termed these functions as the ‘Elements of 

Management’. 

 Planning; 

 Organising; 

 Commanding; 

 Co-ordinating; and  

 Controlling. 

(c) Universal Principles of Management: Henry Fayol has identified fourteen 

fundamental principles of management, which are now universally accepted. They 

are applicable to all types of business organisations, whether small or large, 

commercial or non-commercial and private or government. They are also applicable 

to managers at all the levels of management hierarchy, from top to the lower level. 

Some of these principles are unity of command, division of labour, unity of direction, 

scalar chain, authority and responsibility, etc. 

(d) Significance of Management Function: Earlier, management was considered as a 

technique of ‘trial and error’. Henry Fayol considered management as one of the most 

significant and indispensable functions and justified it to be one of the essential 

factors of production. According to him, management is not only a systematised body 

of knowledge but a profession. He identified certain qualities and qualifications which 

are essential for managers at all levels in the management hierarchy.  

(e) Managerial Qualities and Training: Fayol was the first person to identify the 

distinctive managerial qualities. These qualities are: 

 Physical qualities (appearance, health, etc.) 

 Mental qualities (judgement, adaptability, etc.) 
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 Moral qualities (firmness, initiative, loyalty, dignity, etc). 

 Educational qualities (general acquaintance with management theory). 

 Technical qualities (related to functions to be performed). 

 Experience (arising from the work itself). 

According to Fayol, no one is born with these qualities and therefore, training and 

development is necessary for maintaining and developing these skills.  

(f) Macro Approach to Management: Management science, as described by Fayol, 

is not merely a solution to a specific problem but it is general in nature. 

According to him, management has universal applicability and can be applied to 

solve all types of business as well as non-business problems. In this sense, 

management is all-pervasive. This macro or universal approach of Fayol to 

management makes him universalist.  

(g) Human Aspect of Management: Fayol realised that the human factor in business is 

the most important factor as it is the only active and sensitive factor. Considering 

the significance of human factor in the success of business organisation, Fayol 

advocated the principles of stability of tenure, initiative, remuneration and equity 

for betterment of employees. All these principles have positive impact on the work 

efficiency of employees. 

Fayol’s Fourteen Principles of Management: 

Henry Fayol has been rightly called the ‘Father of Administrative Management’ for his 

practical approach to the management theory. He has identified fourteen fundamental 

principles of management which have already been discussed in the previous part of the 

chapter. 

Criticisms of Administrative Management: 

Henri Fayol is the Father of Principles of Management and undoubtedly has several 

invaluable contributions to the area of management. His 14 principles are universally 

popular and found to be all-pervasive. However, his contribution to management theories 

has been criticised on the following grounds: 

(a) Too Formal: Fayol's theory is said to be very formal. In the words of Herbert Simon, 

administrative theory suffers from superficiality, oversimplification and lack 

of realism. 

(b) Too Vague: Some of the principles of management such as division of work have not 

been defined properly. The principle of division of work does not tell how the task 

should be divided.  
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(c) Lack of Empirical Evidence: Principles of administrative theory are based on 

personal experience. They have not been verified under controlled scientific 

conditions. There is too much generalisation and they lack empirical evidence.  

(d) Inconsistency: Some of the Fayol’s principles are contradictory. For example, the 

unity of command principle is incompatible with division of work. The theory does not 

state as to which principle should be given precedence over the other. 

(e) Pro-management Bias: Administrative theory does not pay adequate attention to 

workers and their welfare. The theory treats workers as biological machines or inert 

instruments in the work process. 

(f) Historical Value:  Fayol's theory was relevant when organisations operated in a 

stable and predictable environment. It seems less appropriate in the turbulent 

environment of today.  

It can be concluded that the Fayol considers the organisations as power centres and does 

not recognise the role of a democratic form of organisation. 

1.8 Bureaucratic Management Theory 

One of the most important thinkers in modern 

organisational theory, Max Weber, is the 'father of the 

bureaucratic management theory.' Weber was a German 

sociologist and political economist who viewed 

bureaucracy in a positive light, believing it to be more 

rational and efficient than its historical predecessors. 

According to Max Weber, Bureaucratic management 

approach emphasises the necessity of organisations to 

operate in a rational way instead of following the 

“arbitrary whims” or irrational emotions and intentions of 

owners and managers. 

 

Maximilian Karl Emil Weber 

(1864-1920) 

Bureaucracy is an administrative system designed to accomplish large-scale 

administrative tasks by systematically coordinating the work of many individuals. 

Weber has observed three types of power in organisations: traditional, charismatic 

and rational-legal or bureaucratic. He has emphasised that bureaucratic type of power 

is the ideal one. 

Bureaucracy is an organisational structure that is characterised by many rules, 

standardised processes, procedures and requirements, meticulous division of labour 

and responsibility, clear hierarchies and professional, almost impersonal interactions 

between employees. 
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Weber's theory of bureaucratic management has two essential elements.  

(a) First, it entails structuring an organisation into a hierarchy. An organisational 

hierarchy is the arrangement of the organisation by level of authority in reference 

to the levels above and below it. For example, a vice-president of marketing is 

below the company's president, at the same level as the company's vice president 

of sales, and above the supervisor of the company's social media department. Each 

level is answerable to the level above it, with the ultimate leader of the 

organisation at the top. 

(b) Secondly, the organisation and its members are governed by clearly defined 

rational-legal decision-making rules. The easiest way to understand the concept of 

rational-legal decision-making rules is to think of it as a set of explicit and 

objective policies and procedures that governs how an organisation should 

function. Examples of rational-legal decision-making rules include human 

resources rules and policies or the regulations governing who is entitled to 

unemployment insurance. 

Principles of Weber’s Bureaucracy: 

Bureaucracy theory is based on leadership expertise and is very useful in large 

organisations. There is no favouritism and strict rules and regulations are followed as per 

the organisational hierarchy level. There are seven major principles of bureaucratic 

management theory which have been discussed below: 

(a) Formal Hierarchy Structure: The basic feature of bureaucratic organisation is that 

there is a hierarchy of positions in the organisation. Hierarchy is a system of ranking 

various positions in descending order from top to bottom. Each level of management 

is controlled by the level of management above it in the hierarchy and they control the 

lower management below them. There is a well-defined hierarchy of authority with 

clear lines of authority and control concentrated at the top. This hierarchy also serves 

as lines of communication and delegation of authority.  

(b) Administrative Class: Bureaucratic organisations generally have administrative 

class responsible for maintaining co-ordinative activities of the members. The main 

features of such class are: 

 People are paid and are whole-time employees. 

 They receive salary and other perquisites normally based on their positions. 

 They do not have any proprietary interest in the organisation. 

 They are selected for the purpose of employment based on their competence. 

 Their tenure in the organisation is determined by the organisation, 
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(c) Formal Rules and Norms: This principle implies the need of strict rules and 

regulations to be followed by all in the organisation. By this principle, the 

management can maintain strict discipline on employees and can bring the best out 

of them.  These rules are more or less stable and exhaustive. When there is no rule 

on any aspect of organisational operation, the matter is referred upward for 

decision which subsequently becomes precedent for future decision on the similar 

matter. Rules provide the benefits of stability, continuity and predictability and each 

employee knows precisely the outcome of his behaviour in a particular matter. 

(d) Division of Work: Like other classical thinkers, Weber too emphasised the 

principles of division of labour and specialisation. According to him, division of 

labour should minimise arbitrary assignment of duties as in traditional structures. 

Division of labour try to ensure that each office has a clearly-defined area of 

competence within the organisation and each official knows the areas in which he 

operates and the areas in which he must abstain from action so that he does not 

overstep the boundary between his role and those of others. Further, division of 

labour also tries to ensure that no work is left uncovered. 

(e) Impersonal Relationships: A notable feature of bureaucracy is that relationships 

among individuals are governed through the system of official authority and rules. 

This means bureaucratic management ignores informal organisation. According to 

Weber, the official positions of employees should be free from personal 

involvement, emotions and sentiments. This is necessary in order to have decisions 

based on rational factors rather than personal factors. This impersonality concept is 

used in dealing with organisational relations as well as relations between the 

organisation and outsiders. 

(f) Official Record: Bureaucratic organisation is characterised by maintenance of 

proper official records. The decisions and activities of the organisation are formally 

recorded and preserved for future reference. This is made possible by extensive use 

of filing system in the organisation. An official record is almost regarded as 

encyclopaedia of various activities performed by the people in the organisation. 

These written sources are the permanent records of the operations and act as legal 

evidences. They not only serve as future reference but also guide planning activities 

and decision-making in the organisation. 

(g) Principle of Equality: This principle focuses on the equality of all the employees 

who are judged by the rules, regulations and rights of the employees set by the 

organisation. Thus, there is no unfair biasness and favouritism in the organisation. 

The selection and promotion of workers should be based on equalisations like 
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skills, experience, age, etc. It should not be influenced by personal relations and 

benefits. This leads to developing the functional expertise in the organisation and 

improve the quality of the operation. It also provides a sense of fair judgement and 

uniform treatment to all. 

Criticisms of Bureaucratic Management Theory: 

Generally speaking, the term bureaucracy has a negative connotation and is often linked to 

government agencies and large organisations. Nevertheless, the great benefit of a 

bureaucracy is that large organisations with many hierarchical layers can become 

structured and work effectively. 

However, Weber’s Model has been criticised on several grounds such as rigidity, 

impersonality, excessive cost of control, excessive dependence on superiors and tendency to 

ignore organisational goals. Some of these criticisms are: 

(a) The excessive reliance on rules and regulations lead to red tape, excessive 

paperwork and delay in decision-making. 

(b) Bureaucratic theory focuses on strict adherence to rules and regulations and 

guidance from the top managers. This kills the creativity of the employees. 

(c) The bureaucracy system is taken as a rigid and stubborn system as it does not 

update its system and methods according to the need of the time and situation. 

(d) The employees become too rigid and may resist to any change and introduction of 

new techniques of operations. 

(e) The employees do not develop belongingness to the organisation. They are treated 

like machines and not like individuals. There is neglect of human factor. 

(f) It ignores dedication and commitment of employees in promotion and transfers and 

gives undue importance to the technical qualifications. 

(g) The approach completely ignores the role of informal organisation which is one of 

the integral parts of organisational structure. 

(h) In the bureaucracy system, power can be easily misused as the manager has 

superior power than his subordinate.  

(i) The communication in the bureaucratic system flows in one way, i.e., from top to 

bottom. This may cause frustration and resentment among lower level employees. 

(j) Co-ordination and communication are hampered due to too much of formalities, 

rules and procedures. Such system is not suitable for business organisations. 

Max Weber’s bureaucratic approach worked as a solution to problems of traditional 

administrative systems. But it was not the perfect or “close to perfect” solution.  
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1.9 Behavioural Management Theory 

Management principles developed during the classical period were simply not useful in 

dealing with many management situations and could not explain the behaviour of individual 

employees. In short, classical theory ignored employee motivation and behaviour. This 

paved way for the behavioural school of management. 

The behavioural management theory is often called the human relations movement because 

it addresses the human dimension of work. Behavioural theorists believed that a better 

understanding of human behaviour at work such as motivation, conflict, expectations and 

group dynamics, improved productivity. 

The theorists who contributed to this school viewed employees as individuals, resources, 

and assets to be developed and worked with — not as machines, as in the past. Several 

individuals and experiments contributed to this theory. 

Behaviour and Motivation: 

Behaviour is defined as the way a person conducts themselves towards others. When workers 

are treated as humans rather than machines, they respond to their particular work situation 

in a positive way – by increasing individual productivity. While salary is important, it is not 

the only important consideration. Workers had more intrinsic motives for working, like: 

(a) Self-fulfillment. 

(b) Autonomy and empowerment. 

(c) Social status. 

(d) Personal relationships with co-workers. 

Motivation is the internal process that directs enduring behaviour. Workers are often 

inspired from within, not always as a result of external factors, to work. Motivation comes 

from many factors: 

(a) Position in the company. 

(b) Pay and stability. 

(c) Perquisites and benefits. 

(d) Incentives and rewards. 

(e) Challenging work assignments. 

Assumptions of Behavioural Management Theory: 

The basic assumptions and propositions of Behavioural Management Theory are:  

(a) Organisations are socio-technical systems. The management must integrate both 

these systems. 
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(b) Work and interpersonal behaviour of people in the organisation is influenced by 

many factors. 

(c) Employees are motivated not only by physiological needs but also by social and 

psychological needs. 

(d) Democratic rather than autocratic leadership is essential in order to meet 

psychological demands of the workers. 

(e) Different people have different perceptions, attitudes, needs and values. These 

differences must be found out and recognised by the management. 

(f) Informal groups in the organisation must receive due recognition. Group psychology 

plays an important role in any organisation. 

(g) In an organisation, conflicts are unavoidable and the integration of personal goals 

and organisational goals can go a long way in minimising such conflicts. 

(h) Effective two-way communication is essential for promoting better relations in the 

organisation. 

(i) The management must take active interest in developing its workforce through 

training and management development programmes. 

Main Contributors to Behavioural Management Theory: 

The main contributors to behaviour management theory are: 

(a) Elton Mayo: Elton Mayo's contributions came as part of the Hawthorne studies, a 

series of experiments that rigorously applied classical management theory only to 

reveal its shortcomings. The general conclusion from the Hawthorne studies was 

that human relations and the social needs of workers are crucial aspects of business 

management. This principle of human motivation helped to revolutionise theories 

and practices of management. 

(b) Abraham Maslow: Abraham Maslow, a practicing psychologist, developed one of 

the most widely recognised need theories, a theory of motivation based upon a 

consideration of human needs. Maslow broke down the needs hierarchy into five 

specific areas – physiological needs, safety needs, belonging and love needs, esteem 

needs and self‐actualisation needs. Maslow's hierarchy of needs theory helped 

managers visualize employee motivation. 

(c) Douglas McGregor: Douglas McGregor was heavily influenced by both the 

Hawthorne studies and Maslow. He believed that two basic kinds of managers exist. 

One type, the Theory X manager, has a negative view of employees and assumes that 

they are lazy, untrustworthy and incapable of assuming responsibility. On the other 
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hand, the Theory Y manager assumes that employees are not only trustworthy and 

capable of assuming responsibility, but also have high levels of motivation. 

As a group, these theorists discovered that people worked for inner satisfaction and not 

materialistic rewards. 

Criticisms of the Behavioural Management Theory: 

The behavioural scientists have clearly pointed out that job conditions and the job itself are 

the sources of motivation for employees. They also identified a number of motivators such 

as challenging job, independence, recognition, participation, achievement, job enlargement, 

job enrichment and finally job itself. Thus, behavioural scientists laid more emphasis on 

communication, motivation and co-ordination functions rather than planning and control. 

Some serious limitations of behavioural management theory are: 

(a) Overemphasis on Behavioural Aspect: Behavioural Management Theory 

overemphasises behavioural aspect. In fact, in management, there are many things 

more important than human behaviour, which have been ignored by the 

Behavioural Scientists. 

(b) Unpredictability of Human Behaviour: Behavioural scientists recommend a study 

of human behaviour, which is difficult to understand. Ever-changing human 

psychology makes human behaviour unpredictable. Behavioural Management 

Theory offers no techniques for predicting human behaviour. 

(c) Findings not Universally Applicable: Findings of Behavioural Management Theory 

are not applicable universally to all enterprises operating in different social, 

religious and cultural backgrounds. This criticism makes the Behavioural 

Management Theory an incomplete approach to management. 

1.10 Human Relations Management Theory 

The human relations theory of management began 

development in the early 1920s during the industrial 

revolution. At that time, productivity was the focus of 

business. Professor Elton Mayo began his experiments (the 

Hawthorne Studies) to prove the importance of people for 

productivity – not machines.  

Elton Mayo was an Australian psychologist, sociologist 

and organisational theorist. Mayo was the first person to 

plead for the understanding of workers' problems in the 

context of growth of science and technology. He wished the  

 

George Elton Mayo 

(1880-1949) 

management to understand the problems of workers and make efforts to redress them. 
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Some of the important aspects of Human Relations Movement as highlighted by Elton Mayo 

are as under: 

(a) Human Relations Approach: Mayo is rightly called the ‘Father of Human Relations 

Movement’. His ideas were a milestone and a turning point in human relations 

approach of the management. He recognised the importance of human beings in 

management. He said that human beings are complex and influential input into 

organisational performance. The social and psychological needs of human beings 

cannot be ignored, if management wants to enhance productivity. 

(b) Non-economic Awards: The earlier theorists believed that workers will work more if 

they are offered more monetary incentives. Taylor was the main proponent of this 

approach. Elton Mayo said that the techniques of economic incentives were not only 

inadequate but also unrealistic. He was able to show that humane and respectful 

treatment, sense of participation and belongingness, recognition, morale, human pride 

and social interaction are sometimes more important than pure monetary rewards. 

(c) Social Man: Mayo developed a concept of 'social man' in opposition to the classical 

concept of ‘rational man’. According to him, man is the centre of all productive activities. 

It is the only active factor of production. He said that man is basically motivated by 

social needs and obtains his sense of identity through relationships with others. He is 

more responsive to the social forces of the informal group rather than managerial 

incentives and controls. He also related productivity to a social phenomenon. 

(d) Organisation as a Social System: Mayo concluded that the workplace is a social 

system in which workers are influenced more by the social demands of the 

workplace than by their physical working environment. He opined that informal 

relations in the organisation are more effective than formal relations. In Mayo's 

words, "an organisation is a social system, a system of cliques, grapevines, informal 

status systems, rituals and a minute of logical, non-logical and illogical behaviour." 

Later, a number of management thinkers likes Douglas McGregor, Abraham Maslow, Kurt 

Lewin, Chester Barnard, Rensis Likert, Chris Argyris and Warren Bennis from more formal 

behavioural science background developed an approach which later came to be known as 

behavioural science approach.  

Hawthorne Experiments: 

Human Relations Movement actually started with a series of experiments conducted by 

George Elton Mayo and his colleagues at the Hawthorne plant of Western Electric Company 

from 1924 to 1932. At the time of experiments, there was an acute problem of employee 

dissatisfaction at the plant. It was also quite evident that the employees were not producing 

up to their fullest capabilities. This happened in spite of the fact that it was one of the most 
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progressive companies with pension schemes, sickness benefit schemes and numerous 

other facilities offered to its employees. The company sought help from the group of 

university professors to tackle the issue, when the earlier attempts of the experts produced 

inconclusive findings. The study continued for an extended period of time and had gone 

through various phases, which is briefly described here. 

(a) Phase - I: Illumination Experiments (1924-27): In order to test the traditional 

belief that better illumination (a physical factor) will lead to higher level of 

productivity, two groups of employees were selected – the control group, where the 

illumination remained unchanged throughout the experiment and the experimental 

group, where the intensity of illumination was changed. The brightness of the light 

was increased and decreased to find out the effect of change in intensity of 

illumination on the productivity of the test group. Surprisingly, the productivity 

increased even when the level of illumination was decreased. 

Thus, the researchers had to conclude that illumination affected production only 

marginally and there must be some factor which produced this result. Therefore, 

another phase of experiment was undertaken. 

(b) Phase - II: Relay Assembly Test Room Experiment (1927-28): Under these tests, 

two small groups of six female telephone relay assemblers were selected. Each 

group was kept in separate rooms. In this phase, apart from illumination, the 

possible effects of other factors such as length of the working day, rest pauses and 

their duration and frequency and other physical conditions were changed. It was 

found that the productivity and morale of the group increased consistently during 

the period of experiment. Surprisingly, here also, the outcome of the groups went on 

increasing at an all-time high, even when all the improvements in the working 

conditions were withdrawn.  

It was, thus, concluded that socio-psychological factors like feeling of importance, 

recognition, attention and participation, small informal cohesive work groups, 

non-directive supervision, etc. played a key role in increasing the productivity. 

(c) Phase - III: Mass Interviewing Programme (1928-30): From the Relay Assembly 

Test Room, the researchers became aware about the existence of informal groups 

and the importance of social context of the organisational life. To probe deeper into 

this area, they interviewed more than 20,000 employees. The direct questioning was 

later replaced by non-directive type of interviewing. The study revealed that the 

workers’ social relationship inside the organisation has a significant influence on 

their attitude and behaviour. It was also found that merely giving a person an 

opportunity to talk and air his grievances has a beneficial effect on his morale.  
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However, this conclusion was not very satisfactory and, therefore, researchers 

decided to conduct another series of experiments. As such, the detailed study of a shop 

situation was started to find out the behaviour of workers in small groups. 

(d) Phase - IV: Bank Wiring Observation Room Experiment (1931-32): It had been 

discovered that social groups in an organisation have a considerable influence on 

the functioning of the individual members. Observers noted that in certain 

departments, output had been deliberately restricted by the workers. Mayo decided 

to investigate one such department which was known as the bank wiring room 

where there were fourteen men working on an assembly line. It was found that the 

group evolved its own production norms, which were much lower than that set by 

the authority. This was done deliberately by the group to protect the slow workers. 

The group norm was so strictly adhered to by most of the group members that 

nobody dared to violate it for the fear of being ostracized by the group. An individual 

who had emerged as the informal leader controlled the group. 

Findings of the Hawthorne Experiments: 

The following were the main conclusions of Hawthorne studies: 

(a) Socio-technical Entity: A factory is not only a techno-economic unit, but also a 

social unit, where the social interaction among its members is extremely important. 

This social characteristic at work plays an important role in motivating people. The 

output increased in Relay Room Test due to effective functioning of a social group 

with a warm relationship with its supervisors. 

(b) Group Influence: The workers in a group develop a common psychological bond 

uniting them as a group in the form of informal organisation. Their behaviour at 

work is greatly influenced by these groups. Pressure of a group, rather than 

management demands, frequently has the strongest influence on how productive 

workers would be. 

(c) Supervision: Employee-centered leaders always tend to be more effective than 

the task-oriented leaders. The style of supervision affects worker’s attitude 

towards work and his productivity. A supervisor who is friendly with his workers 

and takes interest in their social problems can get co-operation and better results 

from the subordinates. 

(d) Employee Morale and Motivation: Human and social motivation can play even a 

greater role than mere monetary incentives in motivating and managing employee 

group. Mayo pointed out that workers were not simply cogs in the machinery, 

instead the employee morale (both individual and in groups) can have profound 

effects on productivity. 
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(e) Working Conditions and Communication: Productivity increases as a result of 

improved working conditions in the organisation. Experiments have shown that the 

output increases when workers are explained the logic behind various decisions and 

their participation in decision-making brings better results. This calls for 

participative style of leadership. 

(f) Balanced Approach: It can be concluded that financial incentives and better work 

environment alone cannot increase the performance of the workers. Social and 

psychological needs of employees must also be satisfied in order to increase the 

productivity. This calls for a balanced approach to the management to yield 

maximum results. 

Later, a number of management thinkers like Douglas McGregor, Abraham Maslow, Kurt 

Lewin, Chester Barnard, Rensis Likert, Chris Argyris and Warren Bennis from more formal 

behavioural science background developed an approach which later came to be known as 

behavioural science approach. 

Criticisms of the Hawthorne Experiments: 

The Human Relation Movements and the Behaviourist Schools also had their share of 

criticisms. These are: 

(a) Reactive Approach: The Hawthorne experiments were mainly conducted as a 

reaction to the classical schools of management thoughts. 

(b) Lacks Validity: The Hawthorne experiments were conducted under controlled 

situations. The results in the real-time situation may vary. 

(c) One-sided: The Hawthorne experiments give too much importance to human 

aspects and ignore technological and other factors in improving productivity. 

(d) Financial Motivators: The approach completely ignores the importance of financial 

incentives in motivating workers. 

(e) Individual Decisions: At times, some hard decisions have to be taken in an 

organisation and it is impractical to try to please everyone all the time. 

(f) Lacks Empirical Support: There is hardly any empirical support for the view 

‘happy workers are more productive’, which is the focal theme of this school.  

Hawthorne's experiments were criticised for lack of scientific and vigorous research. Critiques 

observe that the Hawthorne experiments were too narrow to warrant generalisations. 

Despite these observations, Mayo's work was a turning point in the development of 

management thought. 
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1.11 Systems Management Theory 

The Systems Approach to management that appeared in the 1960 tries to unify the prior 

schools of management thought. Its early contributors include Ludwing Von Bertalanfty, 

Lawrence J. Henderson, W.G. Scott, Deniel Katz, Robert L. Kahn, W. Buckley and J.D. 

Thompson. They viewed organisation as an organic and open system, which is composed of 

interacting and interdependent parts called subsystems. Chester Barnard was the first 

person to apply the Systems Approach in the field of management. 

Systems approach is based on the generalisation that everything is interrelated and 

interdependent. A system is composed of related and dependent element which when in 

interaction, forms a unitary whole. A system is simply an assemblage or combination of 

things or parts forming a complex whole. 

The term ‘system’ may be defined as a composite entity consisting of a number of 

elements which are interdependent and interacting. These elements are referred to as 

the sub-systems. Each system is distinguished from the other systems by a boundary, 

which defines its outer limits. The boundary of a system is determined by the intensity 

of interactions and interdependencies of its elements. The world outside the boundary 

of the system is known as its environment. 

Classification of System: 

Considering the relationship between a system and its environment, the systems may be 

classified into two categories: 

(a) Closed System: A closed system interacts least with its environment. It is self-

contained and does not depend much on the other systems. It does not receive any 

input from the other systems. It is a non-adaptive system.  

(b) Open System: An open system actively interacts with the other systems and 

establishes exchange relationships. Such systems are often forced to adapt 

themselves with the external environment in order to survive and grow. 

Most approaches treat an organisation as an open system. An open system interacts with its 

environment by way of inputs, throughputs and outputs. 

Systems Approach to Management: 

Under the systems approach, the management can be best described in the following ways: 

(a) Management is a social system: Management is an art of getting things done 

through others. The importance of human factor in management cannot be ignored. 

It is practised by the people (managers), through the people (employees) and for the 

people (consumers and the society). Hence, management is a social system. 
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(b) Management is an open system: Management, like any other social system, is an 
open system. Being an open system, it interacts with the environment in which it 
operates. Out of this interaction, it avails various resources, and allocates and 
combines them to produce desirable output, which is supplied to the environment.  

(c) Management is an adaptive system: Management seeks to maintain a continuous 
equilibrium of an enterprise with its external environment – economic, social, political, 
cultural and technological – in order to ensure not only survival and growth of the 
enterprise but also to make it fulfil the aspirations of the society, in the best manner. 

(d) Management is a dynamic system: Nothing ever is permanent except change. The 
environment, in which management functions, is highly dynamic. Thus, management 
needs to continuously adjust to the changing environment. The success of a 
management can be best evaluated in terms of its adaptability to the environment. 

(e) Management system is probabilistic: Management system is probabilistic and not 
deterministic as the application of management theories and principles will not 
always yield same results. These principles do not have universal applicability, since 
human behaviour is dynamic and differ from person to person. 

(f) Management system is multi-dimensional: According to the Systems Theory, 
management has both, micro and macro approach. At the macro-level, it can be 
applied to supra-system, i.e., a business system as a whole (external) and at the 
micro-level, it can be applied to an organisation and its sub-systems (internal). 

(g) Management is an integrated system: Systems approach takes an integrated view 
of the function of managing. There is no cause-effect relationship in management; 
rather each managerial phenomenon is the result of many interrelated factors. The 
management integrates these factors to view these phenomena in totality. 

 
Fig. 1.3: A System 
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Systems approach to management provides an integrated view of managing. It considers the 

management in its totality in relation to its environment. Thus, it permits both – analysis 

and synthesis, differentiation and integration – right from primary sub-system level to the 

macro system level.  

Criticisms of the Systems Approach to Management: 

The systems philosophy has been criticised as being too abstract, vague and over-conceptual. 

(a) Theoretical Approach: Critics claim that the Systems Approach to management is 

too theoretical. The way an organisation actually works and solves problems (by 

applying different techniques and methods) has no appeal in the theory. 

(b) Vague: The Systems Approach to management emphasises that the various 

subsystems in organisation are interdependent but it fails to explain the nature of 

interdependence among them. 

(c) Incomplete: The Systems Approach also emphasises interrelation between the 

internal and external environment of an organisation but fails to define such 

interrelation. 

(d) Rigid: The System Approach fails to provide uniform approach to management. 

Management practices change with changes in environment. No standard set of 

principles apply to all types of organisations. 

(e) Limited Applicability: The small organisations are less adaptive to environment 

than the large ones. The theory assumes that most of the organisations are big, 

complex and open systems. It, thus, fails to provide a unified theory. 

It has added nothing new to the study of management. Even before this approach was 

introduced, managerial decisions were taken keeping in mind the environmental variables. 

No specific decision-making techniques are offered to deal with specific problems. 

1.12 Contingency Management Theory 

The Contingency Approach, also called Situational Approach, was developed by managers, 

consultants and researchers who tried to apply the concepts of the major schools of thought 

to the real-life situations. When methods, highly effective in one situation, failed to work in 

other situations, they sought an explanation. Why did an organisational development 

programme work brilliantly in one situation and fail miserably in another? The advocates of 

the contingency approach had a logical answer – results differ because situations differ; a 

technique that works in one case will not necessarily work in all the cases. 

Meaning of Contingency Approach: 

The contingency approach to management finds its foundation in the contingency theory of 

leadership effectiveness developed by management psychologist, Fred Fielder.  
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“When a sub-system in an organisation behaves in response to another system or sub-

system, we say that response is contingent on the environment. Hence, a contingency 

approach is an approach where the behaviour of one sub-unit is dependent on its 

environmental relationship to other units or sub-units that have control over the 

consequences desired by that sub-unit.”                  – Tosi and Hammer 

The Contingency Approach to management assumes that there is no best approach to 

managing because organisations, people and situations vary and change over time. In other 

words, management effectiveness is contingent or dependent upon the interplay between 

the application of management behaviours and specific situations.  

Features of Contingency Approach: 

As per the above statement, contingency approach has the following features:  

(a) Management action is contingent on certain actions outside the system or sub-

system of an organisation, as the case may be. 

(b) Organisational action should be based on the behaviour of actions outside the 

system so as to integrate the organisation with its external environment. 

(c) Since, the organisation-environment relationship is not static, no action can be 

universal. It varies from situation to situation. 

In conclusion, it can be said that the managerial action largely depends upon the total 

strengths and weaknesses of the organisation and opportunities and threats that lie out in 

the environment of each organisation. 

Ideal Contingency Approach: 

According to the contingency approach, a manager's task is to identify which technique will, 

in a particular situation, under particular circumstances and at a particular time, best 

contribute to the attainment of management goals. Managers have to find a “best fit” 

between the demands of: 

(a) The tasks, 

(b) The people, and 

(c) The environment. 

For example, where workers need to be encouraged to increase productivity, a classical 

theorist may prescribe a work simplification scheme while a behavioural scientist may seek 

to create a psychologically motivating climate and recommend some approach like job 

enrichment, but the manager trained in the contingency approach will ask, "Which method 

will work best here?"  
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