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Preface

We have great pleasure in presenting the second revised edition “Principles of
Management” written for students of UG courses. The subject matter is written
in a simple and easily understandable language with sufficient support from real
business world information.
The language of the book is simple and the coverage of various units is
exhaustive with examples. This work is prepared as a basic material for the
learners to know fully about management and forms of organizations. We have
tried to make the book very useful for the students but still we will thankfully
solicit and incorporate the suggestions of our readers. This title “Principles of
Management” provides them an opportunity to develop the skills necessary to
meet the challenges.
This is an attempt to provide the students with thorough understanding of
management concepts. In writing this book, we have benefited immensely from
the studies of a number of books and the articles written by scholars spread over
diversely.
We are sure this book will prove to be useful to students and teachers alike. The
book would not have seen the light, but for the grace of God and the blessings
and support of our family members and friends.
We offer my gratitude to Himalaya Publishing House Pvt. Ltd., who is leader in
Commerce and Management publications. Our sincere regards to Mr. Anuj
Pandey, Mr. Niraj Pandey, Mr. Vijay Pandey and Mr. G. Anil Kumar for interest
shown and for the best effort put forth by the matter of publication of this book.
Any suggestions regarding improvement and errors, if any, will be gratefully
acknowledged.

Hyderabad Authors
Jan, 2018
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INTRODUCTION

Organizations are social devices to achieve the desired results effectively and
efficiently through the means of a group of people. They are the result of interaction
among personnel. Managing such personnel is a crucial task in the present global era.

 Management has been described as the leadership, guidance, supervision, co-
ordination and control of the efforts of a group of people towards some common
objectives. Management is a universal phenomenon. It is an essential element or a tool
to get the end results in any organization irrespective of nature of organization.

In the present context, managing has become one of the most important areas of
human activity because of increasing role of large and complex organizations in
society. Not only the complexities of organizations but also their increasing role in the
organizations have attracted the attention of both academicians and practitioners to
find out an answer of the question how these organizations can be managed
effectively. This led to the development of new field of study know as management.

Management is not only essential to the business organization but also essential to
Banks, Schools, Colleges, Hospitals, Hotels, Charitable trusts etc. As the significance of
management is growing over a period of time, it has been emerged as one of the most
important disciplines of study and research.

Every organization irrespective of its nature and size is basically a combination of
group of people formed to achieve the goals /common objectives. These objectives are
achieved with the co-operative efforts of several personal. The works of a number of
persons are properly coordinated to achieve the objectives through the process of
management. Thus management plays a vital role in achieving the objectives of the
organization effectively and efficiently, the power to shape the destiny of the
organization. According to Peter. F. Drucker has stated in his famous book “The
Practice of Management”, that, “the emergence of management as an essential, a
distinct and leading social institution event is a pivotal in the social history. Rarely has
a new basic institution, a new leading group, emerged as fast as management since the
turn of this century. Rarely in human history has a new institutions proved
indispensable so quickly and even less often a new institution arrived with no little
opposition, so little disturbance and so little conterversy”.

WHAT IS MANAGEMENT?

Management is the process of reaching organizational goals by working with and
through people and other organizational resources. Planning involves choosing tasks
that must be performed to attain organizational goals, outlining how the tasks must be



Introduction to Management       3

performed and indicating when they should be performed. Planning activity focuses on
attaining goals. Managers outline exactly what organizations should do to be
successful. Planning is concerned with the success of the organization in the short term
as well as in the long term.

Organizing can be thought of as assigning the tasks developed in the planning
stages, to various individuals or groups within the organization. Organizing is to create
a mechanism to put plans into action. People within the organization are given work
assignments that contribute to the company’s goals. Tasks are organized so that the
output of each individual contributes to the success of departments, which, in turn,
contributes to the success of divisions, which ultimately contributes to the success of the
organization. Influencing is also referred to as motivating, leading or directing.
Influencing can be defined as guiding the activities of organization members in the
direction that helps the organization move towards the fulfilment of the goals.

The purpose of influencing is to increase productivity. Human-oriented work
situations usually generate higher levels of production over the long term than do task
oriented work situations because people find the latter type distasteful.

NEED FOR MANAGEMENT

Every individual is different from others as regards his construction physical
personality, capacity, ability, preferences, aspirations, social and economic status and
attitudes, so it becomes very difficult to extract work from various individually different
people together at the same time. It requires effective management to co-ordinate and
guides the efforts of individuals towards cherished goals.

In other words, all organizations needs to have some program or method for
achieving goals thereby it requires effective planning, organizing, staffing, directing
and controlling to integrate individual efforts in the business and channelize towards
achieving the desired objective/goal. This activity is safely termed as Management.

Modern business is very complex and complicated. It requires high degree of
technical, professional and managerial ability. Specialization of working force, mass
scale production, continued technological advancements, complexities of human
relationship, constantly changing socio-economic situations and business opportunities,
require an effective and efficient management to tackle these diverse problems.
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MEANING OF MANAGEMENT

Management is co-ordination of all resources through the process of planning,
organizing, directing and controlling in order to attain stated objectives.

DEFINITIONS OF MANAGEMENT

According to Harold Koontz, “Management is the art of getting things done
through and with people in formally organised groups.”

In the words of Koontz and O’ Donnel, “Management is establishing an effective
environment for people operating in formal operational groups”.

Henry Fayol, “To manage is to forecast and to plan, to organise, to command, to
co-ordinate and to control.”

Peter Drucker, "Management is a multi-purpose organ that manages business
and manages managers and manages workers and work.”

Mary Parker Follet states that, “Management is the art of getting things done
through people.”

According to Krietner, “Management is the process of working with and through
others to effectively achieve organizational objectives by efficiently using limited
resources in changing environment”.

CONCEPT OF MANAGEMENT

Management is a Universal Process. It has its place not only in business concern
but also in political, religious, charitable, armed force and even educational institution;
hence management is the practice of consciously and continuously shaping
organizations. All organizations have people who are responsible for helping them
achieve their goals.

With the increase in the complexities of management of business concerns in the
present-day economic world, the importance of management has increased
considerably. Management occupies such an important place in the modern world that
the welfare of the people and the destiny of any country are very much influenced by
proper management.

Traditionally management means getting things done through others. In this
context C.S. George views, Management consists of getting things through others; a
manager is one, who accomplishes objectives by directing the efforts of others. Hence
traditional concept of management restricted management to getting things done.



Introduction to Management       5

According to modern view, management covers wide range of business related
activities. As per the modern thinkers management is a process, an activity a discipline
and an effort to co-ordinate, control and direct individual and group efforts towards
attaining the cherished goal of the business.

NATURE OF MANAGEMENT

The nature of management can be understood through its characteristics or
features. The following are the characteristic of management which clearly point out
the nature of Management:

1. Universal Phenomenon: Management is a Universal phenomenon. In fact
management is present where ever there is human activity. In short, it is present
at all spheres of life. No doubt, there may be slight variations in approach and
style of management from concern to concern, but the basic aspect of carrying out
management is the same everywhere.
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1. Universal Phenomenon

2. It is an organized activity

3. It is a Group Activity

4. Management is a systematic process

5. It is a Social Process

6. It is about ‘Getting things done through people’

7. Management is an Integrated Process

8. Management is Intangible

9. Goal-Oriented

10. Inter-Disciplinary Approach

11. Dynamic

12. Management is about System Authority

13. Good Leadership

14. Management is an Economic activity

15. One of the Factors of Production

16. Management is a Profession
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2. It is an Organized Activity: Management is an organized activity or process, as
management attains its full meaning only when there is an organized focus
towards achieving a common objective which is much concerned with efficient use
of resources.

3. It is a Group Activity: Management is a group activity concerned with
management of people. As stated earlier as management is all about getting things
done through others, it speaks about getting such work done through people
working together as a group thereby achieve the needful objective successfully.

4. Management is a Systematic Process:  It means to state that management is a
process or function which includes within it a series of operations which needs to
be followed systematically with proper determination, formulation, organizing,
creating proper environment and exercising full control over such process.

5. It is a Social Process: Management takes place only through people and is
concerned with building mutual understanding and co-operation with different
classes of people in order to achieve a common goal.

6. It is about ‘Getting things done through people’: Management is all about the
art of getting things done through others; it only matters as to what method one
adapts in order to achieve the required objective.

7. Management is an Integrated Process: Management is an integrating or
unifying force i.e., the task of management is wielding or integrating into a single
working force the human and the physical resources.

8. Management is Intangible: It is abstract and cannot be seen, it can be evidence
by the quality of the organization and the results such as productivity and
increased morale among its employees.

9. Goal-Oriented: Management is a purposeful or goal-oriented  activity. That is to
say, it is concerned with the achievement of the pre-determined objectives of the
organization. In fact, the success of management is measured by the extent to
which the organization goals are achieved.

10. Inter-Disciplinary Approach: Management is a body of discipline that takes the
help of other social sciences like psychology, sociology, engineering, economics etc.

11. Dynamic: Management is dynamic and not static, as it adapts itself to changes in
environment and also initiates and introduces changes i.e., innovations, in
methodology.

12. Management is about System Authority: It speaks about the right to give
orders and power to get them executed. Since management is the process of
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directing men to perform the pre-determined task, authority to accomplish the
work from others is implied in the very concept of management. In fact authority
is considered to be the basis for the performance of managerial functions. In every
enterprise, there are built-in levels of authority to direct and control the operations
of the business.

13. Good Leadership: It is all about ability to lead and get the desired course of
action from the subordinates. In other words it is the function of executive
leadership everywhere.

14. Management is an Economic Activity: It means to say that management is
profit oriented and hence involves several inputs such as Man, Money and
material which by itself do not ensure growth; they require the proper catalyst to
channel them together in order to achieve maximum results.

15. One of the Factors of Production: Management is one of the factors of
production like land, labor and capital. It is one of the economic resources or
factors of production, because like land, labor, capital managerial skills also have
to be acquired and used for the production of good quality goods and services.

16. Management is a Profession: A profession may be defined as an organized body
of knowledge skills and techniques consciously and where the entry is restricted
and regulated by an external apex agency with ethical codes or standards and
underlined spirit of service to society.

OBJECTIVES OF MANAGEMENT

An effective management must achieve the following general objective:

1. Obtaining maximum output with minimum input: Management is basically
concerned with achieving the objectives of the business by utilizing the available
physical and human resource of the enterprise. The successful management must
achieve the objectives of the business by making optimum utilization of resources
with minimum efforts. Attaining maximum results with minimum resources and
the least wastage is the ultimate aim of every business.

1. Obtain maximum output with minimum input

2. Maximize employer’s & employee’s prosperity

3. Improve Efficiency

4. Social Justice & Human Betterment
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Objectives of
Management
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2. Maximize employer’s and employee’s prosperity: Every management should
make sincere efforts to earn maximum profit for the enterprise. It is equally
important that the management should pay fair reasonable and competitive
remuneration to employees. In order to win the confidence and whole-hearted
support of employee’s financial and non-financial incentives should also be
provided. Prosperity for both the employer and employees hence should be the
primary objective of management.

3. Improving efficiency: the management should not only make best possible
utilization of available factors of production but should try to develop and improve
the efficiency of the factors of production. Increased productivity of resources will
result in excellent performance.

4. Social justice and human betterment: an effective management brings
prosperity for employers and employees. Excellent remuneration improves the
standard of living of workers. The growth of business generates employment
opportunities. Equal pay for equal work automatically generates Social Justice.

SCOPE OF MANAGEMENT

The scope of management is very wide. So, it is very difficult to state the scope of
management precisely. However the following aspects may be included in it.

1. Subject Matter of Management
 Planning, organizing, staffing, directing, coordinating, motivating and controlling

are main functions of management. Innovation, representation, decision making and
communication are the subsidiary functions of management.

2. Functional Areas of Management
(i) Financial Management: It includes cash management, planning and

forecasting, budgeting, cost control and cost reduction management accounting,
pricing, sources of finance etc.

(ii) Marketing Management: Includes marketing plans, branding. Packaging and
labeling, product analysis, research, product innovations, price determination,
promotion, advertising, distribution, marketing research and transportation and
insurance.

(iii) Production Management: Includes production planning and control, materials
management, scientific purchasing, inventory control, storage and warehousing.
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(iv) Human Resource Management: includes personnel management, recruitment,
selection, placement, training and development, motivation, performance
appraisal, compensation; settling personnel disputes, turnover etc., worker
participation management and trade unions.

3. Interdisciplinary Approach
In order Management is a body of discipline that takes the help of other social

sciences like psychology, sociology, engineering, economics etc. This indicates that in
order to have a correct understanding of the management principles and practices, a
study of commerce, economics, sociology, psychology and mathematics is essential.

4. Universal Phenomenon
Management is a Universal phenomenon or process as it is not only present or

concerned in/with business undertakings, but also in political, religious, charitable,
armed force and even educational institution. In fact management is present where
ever there is human activity. In short, it is present at all spheres of life. No doubt, there
may be slight variations in approach and style of management from concern to
concern, but the basic aspect of carrying out management is the same everywhere.

IMPORTANCE OF MANAGEMENT

The importance of management can be explained under different viewpoints; they are:

1. Importance to the Business and Industry
Management has the following responsibilities towards business and industry

they are:

a) To protect the interest of shareholders in order to give them the highest returns.
b) Since the management of the company is entrusted to the board of directors, it is

the duty of the board of directors to protect the interests of shareholders through
good corporate objectives, policies and actions.

c) To utilize the resources of the firm effectively.

d) To produce standard and better quality products and hence satisfy consumer
wants.

e) To charge customer fares at reasonable prices.

f) To provide customer satisfaction and retain the customer.

g) To avoid profiteering, hoarding, black marketing and other anti-social activities.

h) To practice and follow healthy inter-business.
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i) To avoid unhealthy trade practices like wrong propaganda, price cutting, cut-
throat competition and other dishonest trade practices.

j) To encourage consumer grievance cells, committees and other forms of customer
and consumer representation for their maximum satisfaction.

2. Importance to the society
a) To play a role in the welfare of the society through various social welfare

measures. For example: Infosys Ltd. Providing “Nirmala Toilets” for Bangalore city.

b) To provide for the welfare of the city where the business is situated. For example,
Tata Iron and Steel Company (TISCO) gave rupees one crore for the development
of Jamshedpur city, out of the profits of the company.

c) To serve, the people who are affected in times of war famine, earthquake or any
other natural calamities. For example, Malayalam Manorama Group constructed
houses for those affected by the earthquake in Kutch district of Gujarat,
collectively with the readers’ contributions.

d) To provide financial help to the poor, disabled, poor patients, handicapped and
other weak sections of the society. For example, Tata Group of companies is giving
financial help and health care to poor cancer patients through Tata Institute of
Oncology, Mumbai.

e) To provide employment opportunities for the educated and needy job seekers.

f) To conserve natural resources through protecting the environment and adopting
environment – friendly measures.

g) To ensure hygienic disposal of smoke and waste to prevent industrial pollution.

h) To participate and play its role, along with the government, in fulfilling
responsibilities to the society.

3. Importance to the Nation
a) To obey the rules of the centre, state and local bodies.

b) To pay the fines, duties and taxes due to the government promptly and regularly.

c) To conduct business in accordance with government rules, policies and practices.

d) To help the government in overall economic planning and administration.

e) To help the government and its officials in administration and carrying out their
duties.



Introduction to Management       11

4. Importance to the Consumer
a) To ensure that products of right quality are available at the right place and at the

right time.

b) Reasonable pricing of the pricing

c) Delivering after sales service

d) Avoiding unfair trade practices and other undesirable practices that exploit the
consumers

e) Setting good quality products.

f) Encouraging the formation of associations of consumer’s satisfaction and welfare.

ADMINISTRATION VS MANAGEMENT

Though the term ‘management’ includes ‘administration’, for academic purposes,
administration can be distinguished from management.

The main academic differences between administration and management are as
follows:

    Administration                              Management
1. Administration is regarded as a

higher level activity.

2. Administration is regarded as a
thinking process.

3. The functions of administration are
mostly determinative.

4. Administration is concerned with the
formulation of the overall plans and
the broad policies of the enterprise.

5. Administration sets the objectives of
the enterprise.

6. Administration decides the scope and
purview of the enterprise.

7. Administration is vested with the
entire authority and it delegates the

1. Whereas management is regarded as a
middle and lower level authority.

2. But management is regarded as a
doing process.

3. Whereas the functions of management
are mostly executive.

4. On the other hand, management is
concerned with the execution of plans
and policies formulated by the
administration.

5. Management tries to attain the
objectives set by the administration.

6. Management has to work within the
limits described by the administration.

7. On the other hand, management
utilizes the delegated authority for
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FUNCTION OF MANAGEMENT

requisite authority to the lower
levels of management to carry out
the work assigned to them.

8. Administration devises the
structure of the organization.

9. Administration makes the overall
decisions.

10. Administration is not directly
concerned with the direction of
human efforts in the execution of
the plans and policies of the
enterprise.

carrying out the work assigned to it.

8. Management uses the organization
structure devised by the administration
for achieving the goals of the
enterprise.

9. Whereas management takes the
routine decisions for the smooth
working of the organization.

10. On the other hand, management is
directly concerned with the direction of
human efforts in execution of the plans
and policies of the enterprise.

FUNTIONS
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(i) Planning
It is deciding in advance the future course of operations for a given period. In

other words, it is the conscious determination of the objectives to be achieved and the
course of action to be taken to achieve the results. It implies decisions-making as to
what to do, when to do it. Where to do it, who is to do it, how to evaluate the result. The
process of planning includes the result. The process of planning includes the
determination of organizational objectives and the formulation of plans, policies,
strategies, programmes, procedures and schedules to achieve the desired organizational
objectives. Planning helps the organization to have a clear picture of the future course
of events well in advance and to make the necessary provision for future eventualities.

(ii) Organizing
 It means the manpower, material, resources, viz., men, money, machines,

materials, managerial personnel etc. and putting them together into working order or
the achievement of the objectives lay down by the enterprise. It can also be defined as
the identification of the activities required to achieve the objectives of the enterprise.
The grouping of those activities into manageable units, assignment of the grouped
activities to the various personnel and fixing responsibilities on them for the
performance of the assigned duties, delegation of sufficient authority to the people to
carry out their responsibilities and establishing authority-responsibility relationships
among the personnel for effective co-ordination of activities.

Organizing function helps in increasing the efficiency of the personnel. Further,
by avoiding repetition and duplication of activities, organizing reduces and operating
cost of the enterprise.

(iii) Staffing
Staffing function is considered as a separate function of the management by many

management experts. But some do not consider it as a separate function of
management. They consider staffing either as a part of organizing, since it involves the
manning of the positions created by the organizing process. It is considered as a part of
directing, as the staffing activities are closely related to leadership, communication and
motivation. However, it is desirable to consider staffing as a separate function of
management.

Staffing means ensuring right type of personnel is available to manage and
execute the various activities required to attain the objectives of the organization. In
other words, it means manning the various positions created in the organizational
structure by appointing qualified competent personnel.
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(iv) Directing
Directing is one of the important functions of management. While planning,

organizing and staffing are merely the preparations for doing the work, directing
function actually starts the work. Directing is responsible for the effective execution of
the pre-determined plans. So, one can say that directing is the pivot around which the
entire performance and undertaking revolves.

Directing is concerned those activities which deals with instructing, influencing,
guiding, supervising and motivating the subordinates in their jobs. In other words, it is
guiding, supervising and motivating the subordinates for the achievement of the pre-
determined organizational goals. In short, it is the actuating function which makes the
subordinates works efficiently for the implementation of the plans and the attainment
of the pre-determined goals.

(v) Co-ordination/Communication/Control
It is the orderly synchronization of efforts of the people working in an organization

for the achievement of the organizational objectives. In other words, it is the
harmonious blending of the activities of the different departments and the different
specialists for the achievement of the desired ends. In short, it is the orderly
arrangement of group efforts to provide unity of action in the pursuit of a common
purpose.

 In the context of the study of management functions, it is better to have some
ideal about co-ordination. There are some writers who consider co-ordination as a
separate function of management. It is the very essence of management process. It is
all-pervasive and permeates every function of management process.

It is the fundamental function of management, literally, communicating means
sharing a common idea or establishing a common ground of understanding with some
one. In practice, it is the process of passing information and understanding from one
person to another. In management communication is the exchange of facts and view
points among persons in an organization or between organizations which bring about
commonness of interest, purpose and effort.

It is the process of measuring actual results (i.e., current performance), the pre
determined or standard results), identification, of the variances or deviation. Between
the actual results and the pre-determined results, if any and taking correction of the
performance of persons against the pre-determined standards. Controlling ensures that
everything is undertaken according to the plans already determined. In short
controlling makes execution function easy.
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(vi) Reporting
A reporting system is possible for the organization to design with its well-

established goals, broad policies and the sound organizational structure. Information
needed for reporting is derived from various sources like financial statements,
agreements memorandum of understandings past records of the organization etc., as
data processed or evaluated for a specific purpose.

In short, it is the organized, formal and comprehensive system, which provides the
management with the information needed to administer the organization.

(vii) Budgeting
Budgeting refers to the procedure followed to prepare the budget. In other words

the procedure for preparing plan in respect of future financial and physical
requirement. Thus, budgeting is a forward planning and involves the preparation in
advance of the quantitative as well as financial statement to indicate the intention of
the management in respect of various aspects of business. In the words of W.J. Vatter
“Budgeting is a kind of future accounting in which the problems of future are met on
the paper before the transaction actually occurs.

FUNCTIONAL AREAS OF MANAGEMENT

1. Production Management
In the words of E. F. L. Brech, “Production management is the process of effective

planning and regulating the operations of that section of an enterprise which is
responsible for the actual transformation of materials into finished products”.

 From the above definitions, it is clear that production management is that branch
of management which is concerned with the various aspects of production, such as
production planning and control, quality control, research in production etc.
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In fact production, planning and controlling are the main aspects of production
management. Production of goods and services undertaken by numerous industries
forms an important part of business activity. It is primarily concerned with conversion
of raw materials into finished products through various activities and operations. This
are performed in a logical sequence and is known as conversion process.

The term production was earlier linked with factories, where the goods, where the
goods of tangible shape, volume, colour and weight are produced. Today production is
used in a general sense as a process through which goods and services are produced.
The production function implies bringing together men and machines for producing
goods and services to the satisfaction of human needs and wants. Production
management includes management of non-manufacturing or service organizations
such as transport, banking, insurance, ware-housing, health and educational services.

Production management deals with decision-making in relation to the production
process so that goods and service of required quality and quantity are produced within
a given time schedule and cost. To achieve the objectives, production process are
designed and controlled to maintain the cost effectiveness of the entire production
system.

Production function may be viewed as ‘input-output systems’ working in an
external environment for achieving objectives. The inputs of the production system
may be identified as necessary resources such as land, building, capital, machine,
technology, labor and management. Owing to the conversion of inputs, some outputs
are produced in the form of products and services for society. The output may be in the
form of finished product, cured patients, serviced customers, delivered goods etc.

2. Marketing Management
The functional area of marketing is mainly concerned with the distribution system.

Goods and services, produced by numerous industries, are made available to customers
as efficiently as possible. A large number of activities and operations are performed by
the organizations involved in the distribution system. Thus, planning, organizing,
staffing, directing and controlling of these operations which are performed in the flow
of goods from producers to consumers is regarded as marketing management. It
includes within it the elements such as the plans and policies of the organization must
be framed in such a way so as to attain customer satisfaction, it also says that the
organization should generate more profitable sales volume by maintaining cost-
effectiveness of the marketing system and also that all the activities and operations of
marketing should be integrated and well-coordinated with other activities of the
organization.
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Marketing is not mere selling of goods and services. It may be considered as a
process of planning, organizing and controlling resources plans, policies, action
programmes and activities of marketing to satisfy consumer needs and generate
maximum profits.

3. Financial Management
It is a life-giving element to business organizations. It may be considered as a

foundation of all economic activities. An organization cannot be formed without
adequate finances. Finance is the life blood for an organization to take its origin,
finance is needed for conducting business activities, seeking its growth and
development and for preserving and protecting its identity in changing environment.

Generally, finance is referred to as a process of arranging and timely procurement
of required funds at a reasonable cost. It involves many problems, decision areas and
operations and has emerged as one of the important functional areas of business
management, attracting attention of the management scientists, scholars and
practitioners.

In simple words financial management may be defined as planning and
controlling of financial activities of the organization and refers to process of efficient
management of funds for achieving organizational goals. It involves an application of
funds for achieving organizational goals. It involves an application of management
principles and generalizations in the area of financial decision-making

4. Personnel Management
To achieve organizational objectives, a large number of activities are performed

and physical resources like land, building, capital, machine and raw materials are
utilized by the manpower employed in the organization. Smooth functioning, efficient
utilization of resources and success, to a large extent; depend on the availability of a
team of highly-talented, committed and motivated employees. Personnel management
assumes a significant role in the entire corporate sector. It is mainly concerned with
managing human aspect of organization. The core management lies in organizing and
guiding, directing and controlling activities of employees working in an organization.

IS MANAGEMENT A SCIENCE OR ART?

A question often raised is whether management is a science or art. To answer this
question, it is necessary to know the meanings of the term ‘Science’ and ‘Art’.

1. Science is a systematized body of knowledge consisting of principles,
generalizations, approaches and concepts to be applied in practical situations. This
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knowledge serves as a basis for managers to understand the process of
management and problems involved in it. The manager can manage situations or
organization in a systematic and scientific manner only if he posses adequate
knowledge of management and its principles. In the words of Peter. F. Drucker,
managers need systematic supply of organized body of knowledge for risk-taking
decisions of business enterprise in a complex dynamic situation, wherein
technology, economy and society are rapidly changing. Organizational and
managerial needs, goals and values can come into sharper focus through scientific
knowledge.

2. The principles, generalizations and concepts of management have been developed
and formulated on the basis of observation, research, analysis and
experimentation as is the case with principles of other sciences.

3. Like other sciences, management principles are also based on relationship of cause
and effect. They indicate that same cause under similar circumstance will produce
same effect. For example, according to the principle of management, if workers are
paid more, they produce more. However, though these principles have been
formulated through observation, research and analysis, they cannot be compared
with the principles of physical sciences which produce similar results in every
situation.

4. Management knowledge and its principles are codified and systematized and can
be transferred from one manager to other and can also be taught.

5. Management principles are universally applicable to all types of organizations.
They are generalized in nature, forming general guidelines for managers to
practice

Thus the basis of basic nature of management knowledge, it is widely accepted
that is a combination of art and science, not mutually exclusive disciplines but
complimentary.

MEANING OF ARTS
It involves the practical application of skills and knowledge to achieve concrete

results. It is the practical way of doing specific things the function of the art is to
effective the change and achieve desired results. In the words of Terry ‘Art is bringing
about desired results through application of skill, art is essentially creative and the
success of the artist is measured by the results he achieves. Arts is personalized process
and every artisit has his own style. Art is practice based and perfection in it requires
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continuous practice over a long period of the time. The following are thus, the essential
features of art.

1. Personal skill

2. Practical Knowledge

3. Result orientation

4. Regular practice aimed at perfection

5. Creativity

Management is basically an art because of the following reasons:
a) The process of management does involve the use of know-how and skills.

b) Management seeks to achieve concreate practical result in a given situation.

c) Like any other art management is creative it brings out new situations and
converts resources into output.

d) Management is personalized process every manager adopts his own approach
towards problems depending upon his perception and environmental conditions.

e) Effective management leads to realization of organisational and other goals the
success of manager is measured by the results he achieved.

f) Mastery in management requires a sufficiently long period of experience in
mangining.

MANAGEMENT AS AN ART

An art is the systematic application of skill and knowledge in affecting desired
result. An art is practiced, stated differently science is “to know” and art is “to do”.

FEATURES OF MANAGEMENT AS AN ART

1. Practical Knowledge

2. Personalized skill

4. Constructive Objectivies

5. Perfection through practice

Features of
Management as a Arts

3. Concrete Result
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1. Practical Knowledge: The management has to plan, organize, guide, co-ordinate
and control the activities of his subordinates; therefore practical knowledge of
these functions is very essential for him. He is also required to work in real
situations of business which need his overall understanding of the business
environment. This knowledge and its application make management science and
art also.

2. Personalized skill or application is personalized: Management is personal
and individual skill. The psychology of individual differences applies in case of
management also. Every manager has his own original distinct way of doing his
own work according to his ability, understanding, tactfulness and experience,
which makes management an art. Management thus can be justified as an art
because it is creative.

3. Concrete Result/ Result Oriented approach: Management activities aim at
achieving a definite goal. The objective may be reaching production or sales target
in the most economical manner. The success of management lies in the maximum
satisfaction of shareholders, employees, customers and public.

4. Constructive Objectives: The management as an art creates such congenial
atmosphere, wherein the motivated employee offers his best services to the
enterprise.

5. Perfection through practice: The old saying ‘Practice makes man perfect’ truly
applies in case of management also. Like other arts managerial efficiency is
developed through practice. The real business situations and opportunities go on
changing from time to time and the management has to work in the changing
circumstances. Through experience he is able to evolve his own individual and
novel approach of dealing with the problem.

Management hence can be regarded as an art because application of management
principles is personalized, it can be regarded as science as its basic principles can be
applied in all real situations and is henceforth universal, further management can be
regarded as profession because unlike other field management is an existence of body
of specialized knowledge or techniques and it based on certain ethical codes. It is also a
social process as management owes within it the welfare of its people thereby being a
part in the society’s development.

Management is a combination of all the factors; thereby it can be regarded as art
as well as science and also social process and profession.
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MANAGEMENT AS A SCIENCE

Science is a systematic body of knowledge pertaining to a specific field of study
that contains general facts which explains a phenomenon. It establishes cause and
effect relationship between two or more variables and underlines the principles
governing their relationship. These principles are developed through scientific method
of observation and verification through testing.

Science is characterized by following main features:

i) Universally acceptance principles: Scientific principles represent basic truth
about a particular field of enquiry. These principles may be applied in all
situations, at all time and at all places. Example: law of gravitation which can be
applied in all countries irrespective of the time. Management also contains some
fundamental principles which can be applied universally like the Principle of
Unity of Command i.e. one man, one boss. This principle is applicable to all type of
organization - business or non business.

ii) Experimentation and Observation: Scientific principles are derived through
scientific investigation and researching i.e. they are based on logic. Example: the
principle that earth goes round the sun has been scientifically proved.
Management principles are also based on scientific enquiry and observation and
not only on the opinion of Henry Fayol. They have been developed through
experiments and practical experiences of large no. of managers. Example: it is
observed that fair remuneration to personal helps in creating a satisfied work
force.

iii) Cause and Effect Relationship: Principles of science lay down cause and effect
relationship between various variables. Example: when metals are heated, they
are expanded. The cause is heating and result is expansion. The same is true for
management; therefore it also establishes cause and effect relationship. Example:
lack of parity (balance) between authority and responsibility will lead to
ineffectiveness. If you know the cause i.e. lack of balance, the effect can be
ascertained easily i.e. in effectiveness. Similarly if workers are given bonuses, fair
wages they will work hard but when not treated in fair and just manner, reduces
productivity of organization.

iv) Test of Validity and Predictability: Validity of scientific principles can be tested
at any time or any number of times i.e. they stand the test of time. Each time these
tests will give same result. Moreover future events can be predicted with
reasonable accuracy by using scientific principles. Example: H2 and O2 will
always give H2O. Principles of management can also be tested for validity.
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Example: principle of unity of command can be tested by comparing two persons -
one having single boss and one having 2 bosses. The performance of 1st person
will be better than 2nd.

It cannot be denied that management has a systematic body of knowledge but it is
not as exact as that of other physical sciences like biology, physics and chemistry etc.
The main reason for the inexactness of science of management is that it deals with
human beings and it is very difficult to predict their behavior accurately. Since it is a
social process, therefore it falls in the area of social sciences. It is a flexible science and
that is why its theories and principles may produce different results at different times
and therefore it is a behavior science. Ernest Dale has called it as a Soft Science.

MEANING OF PROFESSION

The term ‘profession’ is used both in a restricted as well as in broader sense. In a
restricted sense, profession refers to any occupation or vocation pursued to make a
living. Pottery, carpentry, tailoring etc. may be considered as professions in this sense.
In a broader sense, profession refers to any occupation or calling involving the use of
specialised skills and talents acquired through extensive education and training and
pursued to serve the larger interests of the society. Thus, in this sense profession is
higher form of vocation. It is not pursued solely for self-satisfaction or monetary
reward. It is service-motivated and its performance is to be judged by the contribution
its makes to the welfare of society. Medicine, Engineering, Accountancy etc. are
professions in this sense of the term.

According to A.S. Hornby, “profession is an occupation, especially one requiring
advanced education and special training”.

In recent years a numbers of occupation are aspiring or moving towards
professional status. Management is one among them. An occupation should satisfy
certain criteria or process certain characteristics, if it is to be accorded the status of a
profession. It is difficult to lay down what these criteria are, as opinion is divided.
However, some generalisation is possible through an analysis of the characteristics of
the various professions, recognised as such. Some of thesecharacteristics are rigid,
while others are flexible. As time and conditions change, new criteria may be added,
while some of the old may be deleted.

Criteria or attributes of profession: Kenneth Andrews and D.E. McFarland
Have studied the problems of professionalization of management and evolved

certain criteria for evaluating management and profession. These are 1) Existence of
knowledge, 2) Facilities for formula training, 3) Existence of a representative body, 4)
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Ethical standards. 5) Social responsibility, 6) Self-discipline and 7) Reasonable
remuneration.

1. Existence of a body of knowledge: A profession must be backed by a systematic
and comprehensive body of knowledge and theory. The knowledge and theory
must be capable of being’put into practice.

2. Facilities for formal training: There should be facilities for acquiring the
knowledge and skills of the profession through formal training. There must be
institution, associations or organisations to impart the required training to the
entrants into the profession and award diplomas or degrees in the concerned
discipline.

3. Existence of a representative body: There should be a recognised representative
body to promote the interests and values of the profession.

4. Ethical standards or codes of conduct: Every profession should have a code of
conduct for ethical behaviour of its members. Members of the profession are
expected to observe certain norms of behaviour towards fellow members and
towards public. Code of conduct is necessary to uphold the prestige and
reputationof the profession of its members.

5. Social responsibility: A profession should be basically service-oriented. It is
under a moral obligation to render a specialised and competent service to its clients
and at the same time to protect the interests of other groups who have a stack in
the profession either directly or indirectly like the worker, suppliers, consumers,
Government etc. Financial gain is subsidiary.

6. Self-discipline: Members of the profession should display a high sense of self-
discipline and self-control in their dealings with theirclients and other interested
groups. They should comply with the norms of professional conduct voluntarily
without any imposition from outside.

7. Reasonable remuneration: Members of the profession are entitled for
remuneration for the services rendered to the community. But the remuneration
charged should be reasonable. A profession, being service – oriented, its
contribution to society cannot be measured in terms of money alone.

MANAGEMENT AS A PROFESSION
Management is a systematized body of knowledge, which is studied in specialized

management institutions and practiced in real situations of the business; as such it is a
profession.
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Management fulfils the following characteristics of profession:

i) Specialized Body of Knowledge and Skill: Management unlike other
professions requires a specialized body of knowledge. Every ordinary human being
cannot efficiently and effectively manage the affairs of business, unless he has
special ability and aptitude for work.

ii) Formal Training: Training in management is available in specialized
management institutions. Interested persons obtain the degree and diploma in
business administration. Every university but almost separate department of
Business management and administration, where diploma, degrees and even Ph.D
in the subject is available. Business enterprises also appoint executive trainees and
their completion of extensive training in different departments of the enterprise;
they are assigned duties of executives and managers. An untrained manager has
to pass through the process of trial and errors, as such formal training is essential.

iii) Social Responsibility: An efficient manager renders selfless service to the
enterprise and society. He keeps his self-interest subordinate to the interest of the
enterprise in order to maintain high status of his profession. This is why; he keeps
the top secret information of the enterprise as confidential and does not allow any
leakage, which may prove to be fatal to the organization.

iv) Code of Conduct: All India Management Association, has made a code of
conduct, wherein due stress has been laid on integrity, good conduct and
professional morality. Managers are also required to keep the material information
regarding the enterprise secret, to make the use of the resources of business for the
business and not to misuse the internal information and resources of the business.
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ROLES OF MANAGEMENT

Management is indispensable for the successful functioning of every organisation.
It is all the more important in business enterprises. No business runs in itself, even on
momentum. Every business needs repeated stimulus which can only be provided by
management. According to Peter Drucker,” management is a dynamic life-giving
element in an organisation, without it the resources of production remain mere
resources and never become production”. The importance of management has been
highlighted clearly in the following points:

(i)  Achievement of group goals

(ii) Optimum utilisation of resources

(iii) Minimisation of cost

(iv) Establishes Sound Organization

(v) Establishes Equilibrium

(vi) Survival and growth

(vii) Generation of employment

(viii) Development of the nation

(ix) Interpersonal Roles

(x) Informational Roles

(xi) Decisional Roles

(i) Achievement of group goals: It arranges the factors of production, assembles
and organizes the resources, integrates the resources in effective manner to
achieve goals. It directs group efforts towards achievement of pre-determined
goals. By defining objective of organization clearly there would be no wastage of
time, money and effort. Management converts disorganized resources of men,
machines, money etc. into useful enterprise. These resources are co-ordinated,
directed and controlled in such a manner that enterprise work towards attainment
of goals. A human group consists of several persons, each specialising in doing a
part of the total task. Each person may be working efficiently, but the group as the
members of the group.

Management creates team-work and co-ordination in the group. He reconciles the
objectives of the group with those of its members so that each one of them is
motivated to make his best contribution towards the accomplishment of group
goals. Managers provide inspiring leadership to keep the members of the group
working hard.
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(ii) Optimum utilisation of resources: Management utilizes all the physical and
human resources productively. This leads to efficacy in management.
Management provides maximum utilization of scarce resources by selecting its best
possible alternate use in industry from out of various uses. It makes use of experts,
professional and these services leads to use of their skills, knowledge and proper
utilization and avoids wastage. If employees and machines are producing its
maximum there is no under employment of any resources. Managers forecast the
need for materials, machinery, money and manpower. They ensure that the
organisation has adequate resources and at the same time does not have idle
resources. They create and maintain an environment conducive to highest
productivity. Managers make sure that workers know their jobs well and use the
most efficient Methods of work. They provide training and guidance to employers
so that they can make the best use of the available resources.

(iii) Minimisation of cost: It gets maximum results through minimum input by
proper planning and by using minimum input and getting maximum output.
Management uses physical, human and financial resources in such a manner
which results in best combination. This helps in cost reduction in the modern era of
cut-throat competition no business can succeed unless it is able to supply the
required goods and services at the lowest possible cost per unit. Management
directs day-to-day operations in such a manner that all wastage and extravagance
are avoided. By reducing costs and improving efficiency, managers enable an
enterprise to be competent to face competitors and earn profits.

(iv) Establishes Sound Organization: No overlapping of efforts (smooth and
coordinated functions). To establish sound organizational structure is one of the
objective of management which is in tune with objective of organization and for
fulfillment of this, it establishes effective authority and responsibility relationship
i.e. who is accountable to whom, who can give instructions to whom, who are
superiors and who are subordinates. Management fills up various positions with
right persons, having right skills, training and qualification. All jobs should be
cleared to everyone.

(v) Establishes Equilibrium: It enables the organization to survive in changing
environment. It keeps in touch with the changing environment. With the change
is external environment, the initial co-ordination of organization must be changed.
So it adapts organization to changing demand of market / changing needs of
societies. It is responsible for growth and survival of organization.

(vi) Survival and growth: Modern business operates in a rapidly changing
environment. An enterprise has to adapt itself to the changing demands of the
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market and society. Management keeps in touch with the existing business
environment and draws its predictions about the trends in future. It takes steps in
advance to meet the challenges of changing environment. Changes in business
environment create risks as well as opportunities. Managers enable the enterprise
to minimise the risks and maximise the benefits of opportunities. In this way,
managers facilitate the continuity and prosperity of business.

(vii) Generation of employment: By setting up and expanding business enterprises,
managers create jobs for the people. People earn their livelihood by working in
these organisations. Managers also create such an environment that people
working in enterprise can get job satisfaction and happiness. In this way
managers help to satisfy the economic and social needs of the employees.

(viii) Development of the nation: Efficient management leads to better economical
production which helps in turn to increase the welfare of people. Good
management makes a difficult task easier by avoiding wastage of scarce resource.
It improves standard of living. It increases the profit which is beneficial to business
and society will get maximum output at minimum cost by creating employment
opportunities which generate income in hands. Organization comes with new
products and researches beneficial for society. Efficient management is equally
important at the national level. Management is the most crucial factor in economic
and social development. The development of a country largely depends on its
resources. Capital investment and import of technical knowhow cannot lead to
economic growth unless wealth producing resources are managed efficiently. By
producing wealth, management increases the national income and the living
standards of people. That is why management is regarded as a key to the economic
growth of a country.

(ix) Interpersonal Roles: The ones that, like the name suggests, involve people and
other ceremonial duties. Leader – Responsible for staffing, training and associated
duties. -  Figurehead – The symbolic head of the organization. Liaison – Maintains
the communication between all contacts and informers that compose the
organizational network.

(x) Informational Roles: Monitor – Personally seek and receive information, to be
able to understand the organization. Disseminator – Transmits all import
information received from outsiders to the members of the organization.
Spokesperson – On the contrary to the above role, here the manager transmits the
organization’s plans, policies and actions to outsiders.

(xi) Decisional Roles: Roles that revolve around making choices. Entrepreneur –
Seeks opportunities. Basically they search for change, respond to it and exploit it.
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Negotiator – Represents the organization at major negotiations. Resource Allocator
– Makes or approves all significant decisions related to the allocation of resources.
Disturbance Handler – Responsible for corrective action when the organization
faces disturbances.

LEVELS OF MANAGEMENT

In an organization, there are different levels of managers, according to the chain
of command or hierarchy of authority. These levels are based on the authority and
responsibility or superior and subordinate relationships. The levels represent different
managerial positions and the hierarchy of command. These levels are defined in the
organization to determine the authority, responsibility and status of the managers. The
number of managerial levels within the organization depends upon the size and nature
of the firm the managerial levels are represented in the above diagram:

1. Top Level Management
It consists of the Board of Directors and the chief executive officers of the firm

referred to as top management. The chief officer can be referred to as general manager,
President, President cum Chairman, Chairman cum Managing Director etc. The top
level is held responsible for the overall management, administration, policymaking,
directing and controlling.

The following are the functions performed by the top level management:

Top
Level

Upper Middle
Level

Management

Middle Level
Management

Lower level/
Shop floor / Operating Level
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i) To define the long term objectives, plans and policies of the firm.

ii) Appointment of department heads and key executives of the firm.

iii) To represent the company to the outside world, i.e., trade unions, press,
government etc.

iv) To review the overall activities of the company.

v) To co-ordinate the various activities of different departments.

vi) To define the development and organizational activities of the firm and to
implement the same.

2. Upper Middle Level Management
The departmental and the divisional heads are called the upper middle level

management. These managers are responsible for achieving the short term goals and
targets as decided by the top level management, day to day management of various
activities within their departments, co-ordinating, controlling and directing their
subordinates etc. these managers acts as the middle men between the top management
and middle and lower level managers. Their responsibilities include executing and
implementing the orders, plans and policies of the top level management and to
supervise the lower level managers. These managers are also known as intermediate
management. Marketing manager, accounting manager, Finance manager, HR
manager, Production manager etc. are referred to as intermediate management. Their
functions can be listed as follows:

i) To co-ordinate the activities of the departments.

ii) To be responsible for the specific results of their departments.

iii) To attain the objectives as designed and defined by top level management.

iv) To supervise the middle and lower level management.

3. Middle Level Management
 These managers handle the day to day activities of the firm. They also develop,

train and recruit the operating lower level management. This level of management
consists of co-ordinaters of different departments, sectional office, plant managers,
office managers, branch managers, area managers, deputy department heads etc. the
functions are listed below:

i) To develop and train lower level staff.

ii) To co-ordinate various activities within their department.
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iii) To give clear instructions to be carried out in their departments.

iv) To control wastage, inefficiency, etc., in their department.

v) To interpret and explain the policies framed by the lower level and upper middle
level management etc.

d) Operating/Shop Floor/Lower Level/Functional Level Management
These managers generally possess technical knowledge. These managers are

responsible for explaining the procedures, sending reports, supervising and controlling
the workers, maintaining discipline and to maintain a good interdepartmental
relationship within the organization. The lower level managers consist of foreman and
supervisor. Their functions can be listed as follows:

i) To plan day to day production activities laid down by the top level and upper
middle level management.

ii) To assign the jobs to workers.

iii) To arrange for the materials needed for the production, up-keep and maintenance
of machinery etc.

iv) To explain the work procedure to the workers.

v) To maintain discipline and good human relations among the workers.

vi) To get feedback from the workers.

vii) To supervise and control workers and maintain a good personal relationship with
them etc.

SKILLS OF MANAGEMENT

A good manager should be a team player. Teams bring together individuals with
different skills. A team leader should be able to fuel and guard the shared vision of his
team. He should encourage his team members and at the same be in constant touch
with the market. A manager should be able to motivate himself as well his team.
Moreover, he must always encourage and reward entrepreneurial thinking even if
some of these efforts fail to deliver the anticipated results. A manager should be able to
motivate himself as well as his team.

The following are the managerial skills:
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(i) Conceptual Skills
 Conceptual Skill is to have a vision and a set of objectives for the organization

and to build a team that has the drive to attain them. Conceptual skills are important
at the top management level. They should provide an ideal plan or a clear blue print
for the members of the organization.

The next step is to delegate work to his team members and entrust them with
responsibilities. This will not only help the top management to successfully
operationalise their vision, but also to bring the skills of each individual member of his
team to the forefront. This is followed by reviewing the progress of the plan on a
periodic basis. It gives control and communicates the necessary message to the team
that will give them the signal that their work is always being monitored and that they
are answerable to the authorities at all stages of plan’s implementation. This will
ensure that work process according to the original plan.

(ii) Diagnostic or Analytical Skill
A manager should have the skills to take effective and right decisions at the right

time. Thus, a manager has to make a correct analysis of the problem or the situation at
hand. The point is worth explaining with the shrewd business strategy of Bharati
Enterprises Chairman, Sunil B. Mittal. He has many “firsts” to his credit. He was the
first to import diesel generators to manufacture telecom equipment in the private
sector, to export basic telecom services and to begin laying down overseas cable
between Singapore and Chennai.

(iii) Human Skills
This is the ability of the manager to deal and interact effectively with people. A

manager should focus on the objectives of the organization as well as the well being of
its employees. A manager must also learn to recognize performance and
accomplishments. Every employee is in the organization as well as the well being of its
employees. A manager must also learn to recognize performance and accomplishments.

M
an

ag
er

ia
l

Sk
il

ls

1. Conceptual Skills

3. Human Skills

4. Technical Skills

1. Conceptual Skills
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Every employee in the organization should be made to feel important at work and
given responsibilities, however small they may be. A manager can make the work
environment less authoritative and more friendly.  An ideal manager is one who can
convince the management to include all the employees in collective decision making in
exceptional circumstances.

(iv) Technical Skills
This is the person’s knowledge and proficiency about the process or techniques

followed in the organization. If the business organization is engaged in the export of
readymade garments, qualified tailors should be there to stitch the items as per the
different styles and patterns. This type of skill and competence are to be possessed by
the lower level management, because they are directly involved with the production.

APPROACHES TO MANAGEMENT

Koont Z, O’Donnell and Weichrich have identified different approaches of
management.

1. Human Behaviour Approach

i) Terms
Human Relations, Leadership or Behavioural Science Approach.

ii) Theme
It bears the existing and newly developed theories and methods of the relevant

social sciences upon the study of human behavior ranging from personality dynamics
of individuals to the relations of culture.

iii) Features
a) As management is the process of getting things done by people, managers should

understand human behaviour.

b) Emphasis is put on increasing productivity through motivation and good human
relations.

c) Motivation, leadership, communication, participative management and group
dynamics are the central core of this approach.

iv) Limitations
Managers can be better placed by understanding human behaviour but equating

management with human behaviour is untenable.
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2. Social System Approach
The real pioneer of this approach is Vilfredo Pareto, a sociologist and later Chester

Barnard.

i) Theme
Organization is essentially a cultural system composed of people who work in

cooperation. For achieving organization goals, a cooperative system of management
can be developed only by understanding the behaviour of people in groups.

ii) Features
a) Organization is a social system, a system of cultural relationships.

b) Relationships exist among the external as well as internal environment of the
organization.

c) Co-operation among group members is necessary for the achievement of
organization objectives.

d) For effective management, efforts should be made for establishing harmony
between goals of the organization and the various groups therein.

iii) Limitations
It spreads the boundary and application of management beyond the true concept

of organization. For example, There may be many groups which may not be truly
called organization and hence no question of management.

3. Socio-Technical Systems Approach

i) Features
a) The socio-technical systems approach of management views an organization as a

combination of 2 systems – a social system and a technical system. The real
pattern of behaviour in the organization is determined by the interaction of two.

b) Social systems of the organization is governed by social laws as well as by
psychological forces.

c) Technical systems consist of technological forces operating in the organization like
physical setting of work, rules, procedures etc.

d) Due to interaction of social and technical systems, technical aspects of the work are
modified by social aspects. Thus organization of an organization situation within
the framework of socio-technical system involves scrutinizing of the specific
technology used, the way in which patterns are organized, the formal structuring
of interpersonal interactions and the informal patterns emerging in the work
group.
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ii) Uses
While analysing management problems of getting things done by people, adequate

consideration should be given to technology as well as informal interactions of people.

4. Decision Theory Approach

i) Features
a) Management is essentially decision-making.

b) Members of the organization are decision-makers and problems solvers.

c) Organization can be treated as a combination of various decision centres. The level
and importance of organization members are determined on the basis of
importance of decisions, which they make.

d) Quality of decision affects the organization effectiveness.

e) All factors affecting decision-making are the subject matter of study of
management. Besides processes and techniques in decision making factors
affecting decisions are information systems, social and psychological aspects of
decision-makers.

ii) Uses
It demonstrates how managers can discharge their functions effectively and for

this approach it provides various tools.

5. Management Science Approach
It is known as Mathematical or Quantitative Measurement Approach.

i) Features
a) Management is regarded as the problem-solving mechanism with the help of

mathematical tools and techniques.

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

c) This approach covers decision-making, systems analysis and some aspects of
human behaviour.

d) Operations research, mathematical tools, simulation, models etc. are the basic
methodologies to solve managerial problems.

ii) Uses
It has contributed significantly in developing orderly thinking in management

which has provided exactness in management discipline. Various Mathematical tools
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like sampling, linear programming, games theory, time series analysis, simulation,
waiting line theory etc. have provided more exactness in solving managerial problems.

iii) Limitations
It is very difficult to call a separate school of management because it does not

provide the answer for total managerial problems. Managerial activities are not really
capable of being quantified because of involvement of human beings who are governed
by many irrational factors also.

6. Systems Approach
System is defined as “An organized or complex whole; an assemblage or

combination of things or parts forming a complex unitary whole. Some important
advocates of the systems approach are Chester Banard, George Homans, Philip
Selznick and Herbert Simon. The following are the key concepts of this approach:

i) A system is a set of interdependent parts which together form a unitary whole that
performs some function. An organization is also a system composed of four
interdependent parts, namely, task, structure, people and technology.

ii) Central to the systems approach is the concept of ‘holism’ which means that no
part of the system can be accurately analyzed and understood apart from the
whole system. Conversely, the whole system cannot be accurately perceived
without understanding all its part. This means that rather than dealing separately
with the various parts of one organization, the systems approach tries to give
manager a way of looking at the organization as a whole. It tells him that to
understand, for example the operations of the research and development or
manufacturing or the marketing division of a company affects the activity of every
other part.

iii) A system can either be open or closed. A system is considered open if it interacts
with its environment. All biological, human and social systems are open systems
because they constantly interact with the environment. Physical and mechanical
systems are closed if it does not interact with the environment. Physical and
mechanical systems are closed systems because they are insulated from their
external environment. Traditional organization theorists regarded organizations
as closed systems while according to the modern view organizations are open
systems, constantly interacting with their environments.

iv) Each system, including an organization has its own boundaries which separate it
from other systems in the environment. The boundaries for open systems are,
however, ‘permeable’ or penetrable, unlike those of the closed systems. They are
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quite flexible and changeable, depending upon its activities. The boundaries for
closed systems are rigid. The function of management is to act as a boundary-
linking pin among the various subsystems within the organizational system, on
the one hand and between the organization and the external environmental
system, on the other. In the context of a business organization, it has many
boundary contracts or ‘interfaces’ with any external systems like suppliers,
creditors, customers, government, agencies, etc.

v) Every system has flow of information, material and energy. These enter the
system from the environment as inputs and leave the system as outputs. The
inputs of a business organization are raw materials, equipment, human efforts,
technology and information. The organizations change its inputs into outputs of
goods, services and satisfaction. This change process in known as ‘through put’.

i) Features
a) A system is basically a combination of parts, subsystems. Each part may have

various sub-parts.

b) An organization is a system of mutually dependent parts, each of which may
include many subsystems.

ii) Limitations
It is considered as an Abstract Approach and Lack of Universality in it.

7. Contingency or Situational Approach
It is the most recent development in the field of management. This attempts to

integrate all the management approaches.

i) Features
a) Management action is contingent on certain action outside the system or

subsystem as the case may be.

b) Organizational action should be based on the behaviour of action outside the
system so that organization should be integrated with the environment.

c) It varies from situation to situation.

8. Operational Approach
It is also known as Management Process Approach.

i) Features
a) Management is the study of what managers do. It emphasises on management

functions and various concepts and principles involved in performing these
functions.
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b) Management functions are universal irrespective of the type of organizational or
level of management in an organization, though there may be differences on
emphasis on a particular function in a particular organization or at particular
level.

c) The conceptual framework of management can be constructed on the basis of the
analysis of management process and identification of management principles.

d) The central core of managing revolves around planning, organizing, staffing,
directing and controlling. This central core of management is unique and is not
found in other activities.

ii) Limitations
Criticisms of Operational Approach are as follows:

a) The basic tenets of operational management that is various managerial functions
are not universally accepted. Management functions differ from author to author.

b) Various terms used in this approach are not commonly shared.

c) It claims universality or management principles while management differs from
organization to organization and from level to level.

d) Operational Approach emphasises static conditions whereas the organizations
have to function in dynamic conditions.

LEADER VS MANAGER
Leadership and management must go hand in hand. They are not the same thing.

But they are necessarily linked, and complementary. Any effort to separate the two is
likely to cause more problems than it solves.

Still, much ink has been spent delineating the differences. The manager’s job is to
plan, organize and coordinate. The leader’s job is to inspire and motivate. In his 1989
book “On Becoming a Leader,”

Following are the list of differences:

• The manager administers; the leader innovates.

• The manager is a copy; the leader is an original.

• The manager maintains; the leader develops.

• The manager focuses on systems and structure; the leader focuses on people.

• The manager relies on control; the leader inspires trust.
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• The manager has a short-range view; the leader has a long-range perspective.

• The manager asks how and when; the leader asks what and why.

• The manager has his or her eye always on the bottom line; the leader’s eye is on
the horizon.

• The manager imitates; the leader originates.

• The manager accepts the status quo; the leader challenges it.

• The manager is the classic good soldier; the leader is his or her own person.

• The manager does things right; the leader does the right thing.

Perhaps there was a time when the calling of the manager and that of the leader
could be separated. A foreman in an industrial-era factory probably didn’t have to give
much thought to what he was producing or to the people who were producing it. His or
her job was to follow orders, organize the work, assign the right people to the necessary
tasks, co-ordinate the results, and ensure the job got done as ordered. The focus was on
efficiency.

But in the new economy, where value comes increasingly from the knowledge of
people, and where workers are no longer undifferentiated cogs in an industrial
machine, management and leadership are not easily separated. People look to their
managers, not just to assign them a task, but to define for them a purpose. And
managers must organize workers, not just to maximize efficiency, but to nurture skills,
develop talent and inspire results.

The late management guru Peter Drucker was one of the first to recognize this
truth, as he was to recognize so many other management truths. He identified the
emergence of the “knowledge worker,” and the profound differences that would cause
in the way business was organized.

With the rise of the knowledge worker, “one does not ‘manage’ people,” Mr.
Drucker wrote. “The task is to lead people. And the goal is to make productive the
specific strengths and knowledge of every individual.”

DEFINITION OF SCIENTIFIC MANAGEMENT

Scientific management theory seeks to improve an organization's efficiency by
systematically improving the efficiency of task completion by utilizing scientific,
engineering, and mathematical analysis. The goal is to reduce waste, increase the
process and methods of production, and create a just distribution of goods. This goal
serves the common interests of employers, employees, and society.
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OBJECTIVES OF SCIENTIFIC MANAGEMENT

1. To secure the maximum prosperity for the employer and  employee.

2. Maximum prosperity of employer includes - Development of every branch of the
business.

3. Maximum prosperity of employee includes - To develop each man to a state
maximum efficiency.

PRINCIPLES OF SCIENTIFIC MANAGEMENT
1. Replacing the rule of thumb by Scientific methods.

2. Selecting, training, teaching and develop the workman.

3. Division of work and responsibility.

4. Cooperation between Management and workers.

TAYLOR’S SCIENTIFIC MANAGEMENT

Fredrick Winslow Taylor (1856-1915) is considered to be “The Father of Scientific
Management”. He exerted a great influence on the development of management
thought through his experiments and writings. F. W. Taylor not only established the
principle of better management but also spread them throughout and created the
revolution in the techniques of management. Taylor’s principle concern was that of
increasing efficiency in production, not only to lower costs and raise profits but also to
make possible increase in the pay for workers through their higher productivity. His
contribution has two dimensions. They are:

(a) Mechanical and

(b) Philosophical

On mechanical side, he introduced time and motion studies, standardization of
condition and appliances and different piece rates for payment of wages. He advocated
planning, use of time saving devices, routine and cost system etc., all to increase the
productivity of worker.

On the philosophical side, he promoted the development of science of the
management, based on investigation and experiments. He prepared for the
replacement of individual opinion or the traditional method by clearly defined
universal rules and principles of management and thus, gave birth to the science of
management.
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The basic them of “Taylor” was that managers should study, work scientifically
and in order to identify “One Best Way” to get the job done. Taylor’s scientific
management is also known as Taylor’s Principles or Taylorism. Taylor’s scientific
management consisted of four principles:

(i) Replace rule-of-thumb work methods with methods based on a scientific study of
the tasks.

(ii) Scientifically select and then train, teach and develop the workman, whereas in
the past the employee (or workmen) chose his own work and trained himself as
best he could.

(iii) Provide “Detailed instruction and supervision of each worker in the performance of
that worker’s discrete task”.

(iv) Divide work nearly equally between managers and workers, so that the managers
apply scientific management principles to planning the work and the workers
actually perform the tasks.

According to Taylor, the summary of the fourth element is: Under the
management of “initiative and incentive” practically the whole problem is “up to the
workman,” while under scientific management fully one-half of the problem is “up to
the management”.

 During his career spanning a period of 26 years, he conducted a series of
experiments in three companies: Midvale Steel, Simonds Rolling Machine and
Bethlehem Steel.

While serving as the chief Engineer of Midvale Steel Company, Taylor made
several important contributions which were classified under Scientific Management:

i) Time and Motion Study
Since Taylor had been a machinist himself; he knew how piece-work employees

used to hold back its production to its one-third level because they feared that their
employers would cut their piece rate as soon as there was a rise in production. The real
trouble, Taylor thought was that no one knew how much work it was reasonable to
expect a man to do. He therefore, started time and motion study, under which each
motion of a job is timed with the help of a stop watch and shorter and fewer motions
were to be developed. Thus the best way of doing a job was found. This replaced the old
rule-of-thumb-knowledge of the workman.

ii) Differential Payment
Taylor introduced a new payment plan called the differential piece work, in which

he linked incentives with production. Under this plan a worker received low piece rate
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if he produced the standard number of pieces and high rate if he surpassed the
standard. Taylor thought that the attraction of high piece rate would motivate workers
to increase production.

iii) Drastic Reorganization of Supervision
Taylor suggested two new concepts: (i) separation of planning and doing and (ii)

functional foremanship. In those days it used to be customary for each worker to plan
his own work. The worker himself used to select his tools and decide the order in which
the operations were to be performed. The foreman simply told the worker what jobs to
perform, not how to do them. Taylor suggested that the work should be planned by a
foreman and not the worker. Further he suggested that there should be as many
foremen as there are special functions involved in doing a job and each of these
foremen should give order to the worker on his specialty.

iv) Scientific Recruitment and Training
Taylor emphasized the need for scientific selection and development of the worker.

He said that the management should develop and train every worker to bring out his
best faculties and to enable him to do a higher, more interesting and more profitable
class of work than he has done in the past.

v) Intimate Friendly Co-operation between the Management and Workers
Taylor said that for the above suggestions to succeed, “a complete mental

revolution” on the part of management and labour was required. Rather than quarrel
over whatever profits there were they should both try to increase production. By doing
so, profits would be increased to such an extent that labour and management would no
longer have to compete for them. In short, Taylor believed that management and
labour has a common interest in increasing the productivity.

Taylor’s concept of scientific management developed into a movement and
dominated the industrial management scene for several decades after him. His
principles were further refined and enlarged by several of his followers, notable among
them were Henry. L. Gantt and Gilbreths.

FAYOL’S 14 PRINCIPLES OF MANAGEMENT

Henry Fayol suggested 14 principles of management for running the business
effectively these principles are studied as follows:

1) Division of Work
The object of division of work is to derive benefits from the principle of

specialization. The various functions of management like planning, organizing,
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directing, etc., cannot be performed by a single proprietor and they have to be
entrusted to specialists in the related fields. Division of work in the management
process produces more and better work with the same effort.

The principle of division of work is the principle of specialization. It emphasizes the
importance of specialization in an organization for promoting efficiency in the
utilization of labor. Division of work or specialization can be applied to all types of
work, shop labor (i.e., labor involved in production work), technical work and
managerial work.

Division of work in the management becomes necessary because the various
functions of management likes planning, organizing, staffing, controlling etc. cannot
be performed by a single person or by the board of directors alone. The different
managerial functions have to be entrusted to socialists in the related fields. The
division of labor in the process of management ensures more and better work with the
same effort.

2) Authority and Responsibility
 As management consists in getting the work done through others, it implies that

the manager should have the right to give orders and the powers to extract obedience.

Authority is the right to extract obedience and get the work done, in other words,
it is the power or right of a person to command his subordinates. Responsibility is the
obligation of a person to perform the task or duties assigned to him; thereby authority
and responsibility are closely related.

 Authority is closely related to responsibility and it arises whenever authority is
exercised. An individual to whom authority is given to exercise power must also be
prepared to bear the responsibility to perform the work. Responsibility without
authority is meaningless.

3) Discipline
Discipline means obedience to authority and observance of rules of service and

norms of performance, respect for agreements, sincere efforts for completing the given
job, respect etc. Discipline is essential for the smooth running of business.

It is a sense of respect fir agreements which are directed at achieving obedience,
application, energy and outward marks of respect. In other words, it is the observance
of the rules of service, norms of performance, sincere efforts for completing the given
job, respect for the superiors etc. in short, it means obedience to authority.
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4) Unity of Command
The Principle of Unity of Command means that an employee should receive orders,

instructions, directions and guidance from one superior only for any action or activity.
It states that one person should receive orders from only on superior. In other words
one person should be accountable to only one boss. If two superiors wield authority
over the same person it causes uneasiness, disorder, indiscipline among employees and
undermining of authority. It the principle of unity of command is into observed the
authority there will be confusion and it will be difficult to pin point responsibility on
anyone.

5) Unity of Direction
The Principle of Unity of Direction means that there should be one head and one

plan for a group of activities having the same or common objectives. In simple terms,
for every category of work, there should be one plan of action and it should be executed
under the overall control and supervision of one head (i.e., superior). For instance, all
sales activities having the common objective of promotion of sales should have one plan
of action and should be the responsibility of the manager. Thus it implies that there
should be one head and one plan for a group of activities having same objectives. For
every category of work, there should be one plan of action and it should be executed
under the overall control and supervision of head or superior.

6) Sub-ordination of Individual interest to General Interest
In a business concern, the interest of one employee or group of employee should

not prevail over the common interest or should not block the fulfillment of general goals
of the business concern. If there is any disagreement among two superiors on any
matter, the management should reconcile the differences so as to conduct the overall
operation of the enterprise smoothly.

This principle implies that, in any organization, the interests of individuals should
be subordinated to the group interests, (i.e., the general or common interests of the
organization) so, when there is a conflict between individual interests and group
interests, the interests of the groups in general should prevail over the interests of
individual employee’s interests. This principle thereby will contribute to unity and will
help to avoid clashes among different workers.

7) Fair Remuneration to Workers
Fayol was of the view that the remuneration paid to worker should always be just

and fair and should afford maximum satisfaction to both employees and the employer.
Employees who are paid decent salary will have a high morale and their efficiency will
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be high. The rate of remuneration paid should based on general business conditions,
cost of living, productivity of employees and the capacity of the firm to pay.

8) Centralization
It means concentration of authority in the hands of few. Everything, which goes to

reduce the importance of sub-ordinates role, is known as centralization. Fayol was the
opinion that they should be proportion between centralization and decentralization.
The degree of proportion may differ but the balance must be maintained between
centralization and decentralization of authority to produce better results.
Centralization (i.e. concentration of authority) gives least or any importance to
subordinates in the management and the organization of an undertaking. On the
other hand, decentralization of authority means giving more role and importance to
subordinates in the management and organization of an undertaking.

Too much of centralization kills the initiative and enthusiasm of the subordinates
and reduces them to mere mechanical tools, while excessive decentralization increases
the importance of the subordinates and reduces the importance of the superiors. So,
neither too much of centralization nor too much of decentralization should be resorted
to by any concern. A proper balance must be maintained between centralization and
decentralization to retain the initiative of the subordinates and to ensure the optimum
utilization of all the personnel in the organization.

9) Scalar Chain Principle
Scalar chain refers to the chain superiors ranging from the highest authority to

the lowest one to ensure unity of command and effective communication. According to
this principle, order or communication should pass through the proper channels of
authority. But in case of swift action a gangplank may be created with due respect to
line of authority to facilitate quick communication.
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The above diagram depicts double ladders, showing the hierarchy of authority,
one from A to G and the other from A to R. If F wants to talk to Q, normally the
communication should go up the ladder from F to A and then, come down the ladder
from A to Q, through M, N, O& P. This is lengthy and time consuming process. So,
when there is a need for swift action. Through the arrangement of gang plank, F and
Q may be allowed to have direct contact to settle the matter.

The principle of scalar chain or line of authority recognizes the necessity for formal
authority in the organization. It suggests that the scalar chain or the line of authority
should be followed ordinarily or normally. That is, normally, orders or communications
should pass through the proper channels of authority along the scalar chain.

Advantages of Scalar Chain
(a) This principle ensures unity of command in the organization.

(b) Because of the scalar principle, every person in the organization knows under
whom he is working and whose orders he has to obey.

(c) This principle facilitates delegation of authority, which is essential for the
successful working of the organization.

Draw Backs/Limitations of Scalar Chain

(a) The scalar chain is a lengthy, tedious and time consuming process. Under the
scalar chain, communication takes too much time, as it has to go from one level to
other in a chain.

(b) Under the scalar chain principle suffers from the above drawbacks, the scalar
chain should not be rigid. There should be provision for short-circuiting the scalar
chain so as to allow quick communication and swift action, where ever desired.

10) Order

Order refers to the systematic arrangement of things and persons in an
organization. Management should observe the principle of ‘right place for everything
and every man’. To observe this principle, there is need for scientific selection of
competent personnel, correct assignment of duties to personnel and good organization.
According to Henry Fayol, order can be divided into two types, viz,

(a) Material Order and

(b) Social Order.
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Material order refers to arrangement of materials at the right place for every
occasion.

Social order refers to the arrangement of persons. In other words, it refers to the
arrangement of people in such a way that there will be a fixed work place for every
worker and every worker will be available in his workplace during the working hours.
Further perfect social order also implies that the right person is placed on the right job.

Thus, a successful observance of the principle of order requires that:

(a) There should be scientific selection of competent personnel.

(b) Correct assignment of duties to the personnel.

(c) Good Organization.

11) Equity
It means fair dealings, equality of treatment among the personnel in the

undertaking. The managerial treatment of the subordinates should be free from the
influence of prejudices and personal likes or dislikes. Equity ensures healthy industrial
relations.

12) Stability of Staff

In order to motivate the workers and to show keener interest in their work, it is
necessary that they should be assured security of the job by the management. If they
fear of insecurity of job their morale will be low and there cat’s turnout with better
work. Hence, it is very essential to provide security of tenure to the personnel.

13) Initiative
Initiative means freedom to think and execute a plan. Innovation that is a mark of

technological progress is possible only where the employees are encouraged to take
initiative. Employees should be welcomed to make any suggestions regarding the
formulation of objectives and plans.

14) Esprit-de-crops
Since union is strength, the management should create a team spirit among the

employees. Only when all their personnel pull together as a team, there is scope for
realizing the objectives of the concern. Harmony and unity of staff of a concern is a
great source of strength to the undertaking. The management should not follow the
policy of ‘divide and rule’ and it should strive to maintain unity among the staff.
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REVIEW QUESTIONS

Multiple Choice Questions:
1. It is a mechanism to put plans into action

[a] Management [b] Organizing

[c] Staffing [d] None

2. It is the art of getting things done through people

[a] Directing [b] Reporting

[c] Motivating [d] Management

3. It is regarded as thinking process

[a] Leadership [b] Communicating

[c] Administration [d] None

4. POSDCORB has been profounded by

[a] Luther Gulick [b] F.W.Taylor

[c] Herald Oontz [d] Peter Drucker

5. It consists of Board of Directors and Chief Executives of the company

[a] Middle Level Management [b] Top Level Management

[c] Lower Level Management [d] None

Answer:

1. [b] 2. [d] 3. [c] 4. [a] 5. [b]

Fill in the Blanks
1. __________________is a universal phenomenon.

2. __________________is concerned with instructing, influencing, guiding, supervising
and motivating.

3. _________________and Management should go hand-in-hand.

4. Taylor introduced a new payment plan called the ____________________.

5. ____________________is essential for smooth functioning of business.

Answer:

1. [Management]    2. [Directing] 3. [Leadership]

4. [Differential piece work]    5. [Discipline]
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Conceptual Type
1. Define Management.
2. What do you mean by Business Management?
3. Why management is considered as science?
4. What are the scope of management?
5. State the importance of management.
6. What is Esprit de Corps?
7. What is operative management?

8. What is meant by administration?

9. What is participative Management?
10. What do you mean by Top Level Management?
11. What do you mean by scientific management?

12. What is Scalar Chain?

Analytical Type
1. What are the characteristics of Management?
2. Distinguish between Administration and Management.
3. Explain the scope of management.

4. Briefly explain the nature and importance of Management.

5. Briefly explain the various functions of management.

6. Explain the various levels of management.
7. Discuss skills of management.
8. Explain leader Vs. Manager.
9. Explain briefly the roles of Manager.
10. What are the objectives and criticism of scientific management?

11. Explain the Principles of Management. Or Explain Fayol’s 14 Principles of
Management.
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