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UNIT-1 

MANAGEMENrf SYSTEMS AND PROCESS 

LEARNING OBJECTIVES 

1.1 

1 .2 

1.3 

1.4 

1.5 

1.6 

1.7 

Definition of Management 

Nature of Management 

Management - A science and an Art 

Management - An Emerging Profe�sion 

Management vs Admlnistrntion 

Functions of Management 

Significante ofManagernent 

1.0 lntroduction 

Management is applicable everywhere and has become the key ta success in the 
modem world. Every organization requires making of decisions. 1.:oordination of 
activities. handling of pcople and control of Gperation directed towards its objectives. 
Numerous activities have their spedfic types of marnage1nent problems and are 
discussed under such headings as farm management, management of health delivecy 
systerns, school management, public emerprise management. marketing management, 
production or operations management and otbers. AJ! have certain elements in 
common. This book summarizes some of the esseotiaJ concepts and techniques af 
managemeot that are fundamental to variaus applications. 

Change is an inrportant feature of modern arganizations which are maoaged as open 
systems. Sig,nificant changes t11ke place frequently in the economic. technologica'I, 
palitical and socia I eovironment of modem arganizations. la order to keep pace with 
these changes, every organization requjres information from the e,neroal environment 
and ensure healthy organization-environme.nt ihterface. Cenain nicent changes such 
as revolution in information technalogy, liberalization of economy, trend towards 
gJobalization of economy, growth af muhinational corporations, etc., have altered 
the relative opportU.n.ities för managers. To achieve success in managjng, a manager 
must have a thorough know led ge of managem,ent cancepts, princip les and techniques 
and possess skills to deal with the environmental forces effectively. 

1.1 Dermition of Management 

It is very difficult to give a precise m�aning of the term 'Management'. In the 
management literature, we find a large number of llefinit1ons of management given 
by different authors. Hawever, the different viewpoints may be classified into the 
following categ.aries, namely: 

(i) Management as an art of geuing lhings done.

(ii) Management as a proce,ss.

1.0       Introduction









1.2 Natm·e of Management 

Management isa distin�-, activity ha ving the folluwing saHent features or characteristics: 

l. Economic Res,>urce: Management is an important e.i:onomic resource together
with land, labour and capita!. As industrialization grows. the need for managers
increases, Efficicnt management is the most critical input in the success of any
organized gmup c1i:tivity as it is the force which assemh}es and integrates other
factors of prodt1c-uor1, namely, labour. capita! aod nrni.i�rials. Inputs of labour,
capita! ·and matc:m1l5 do not by themselves ensure production, they rcquire the
catalyst of mai1a_g1:ment to produce goods arrd services required by the societ.y.
Thus, management i.s an cssential ingredient of an organiz.ation.

2. Goal Oriented: Management isa purposeful activity. 11 eoordinates the effons
of workers lo achie1.1i:: the goals of the organization. The success of management
is measured by the extent to which the organiz.ational guals are achiev�d- It is
imperative thaL thi! organizational goals must be weH defined and properly
understood by thl."" managers at various levels.

3. Distincl Process: Management isa distinct process u(msisring of sueh functions
as planning, organi4mg. staffing, directing. and Ct1mrolling. These firnctions
a.re so interwoven 01Hl it is not possible to ltly down eicactly the sequence of
various funccioo� or thc'ir relalive significance. In e5ii-ence, the process of
management involve,-. decision mak;ing and putting, of del�isions into practice .

.i. ln.tegraiive Force: The. essence of management is .integration of human and 
other,resources fl• achteve the desired objectives. All tnese re,sources are made 
available to those who manage. Managers apply knowledge, experience and 
management princ-ipks for getting thc results from the workcrs by the use of 
non-human resourtes. Managers also seek to harmonize the individu.aLs goals 
,vith the organiz.1ti< ,nal goa)s for the smooth workiog oF the organization. 

5. lntar,gible Force: Mm1t1_gemont has been called an11nseen force. Its presence is
evidenced by the rr-.uh of its efforts - otd.erliness, informed employees, buoyant
spirjt and adequate work ouLput. Thus, feeJing of maoagement is resu]t-oriented.
One may not see with tlte naked eyes the ful)ctionmg of management hut its
results are apparently known. People often remark of the effectiveness (or
ineffectiveness) of management on the basis .of the end res.ults. aJthough, they
can't observe it durh1g operation.

6. Resulis through Oth-e.rs: The managers cannot do e-ve.rything themselves. They
must have the neces:;ary ability and skills ro ger work ac.._'OmpHshed through the
efforts of others. They must motivace the subordinate.!> for the accomplishmenr
of thc tasks assigned to them.

7_ A Science and an Art: Management has .an orgamzed body of koowJedge
consisting of weU <.lefiaed concepts, princip les and techniques which have 'I.vide
applications. So il i,; treated as a science. The application of these concepts,
principles aml tedm,ques requires specialized knowledge and skills on the part
of the manager. Sin�� the skills acquired by a mana.ger are his personal
possession, management is viewed as an art.

8. System oj Authoruy: Manageme.tit as a team of managers represents a system
of autbority 0r a hierarohy of cornrnand and do.ntl'ol. Managers al different lev·els
possess varying degrees of uuthority which g,ets gradmtlly requeed as you ge
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9. Multidisciplinary .Subject: Management has gmwo as a field of study (i.e ..
diseipline) taking 1he help of so many othcr disC;'ipH11es such as Engincering.
Anthropology, Soc-10logy and Psychology. Much of the manageme-nt literaturc
is thc result of the association of these discipl1nes. For instance, productivity
orientatlon drew its inspiration from lndustrial Bn,gine.ermg and human relations
oriehtation from Psychology. Sirnilarly, Socinlngy and Operations Res�arch
have aJso contrlbuted to the development of maflOgement science.

I 0. Universal Application: Management is univer.-tul in charader. The principles 
and techniques of management are equaJly appiicabk in the fields of bt1siness, 
education, military, government and hospital Henri Fayol suggestcd that 
principles are wor.lnng guidelines which are flelolhfe and capa,ble of aclaptalion 
by every organiza1ion where the efforts of humm1 lwings arc to be coordinated. 

1.3 Management - A science and an Art 

Management has come to be recognized as a science recently. Prior to this. the 
knowledge of the practices of management was not 'ciy:nematically organi:z.ed and 
ex.perience was the on!y way to acquire thc skills ofma.naging. But now management 
has beeo given the shape of an organized body of knowledge by the management 
practitioners and schalars. This organized body of knowledge has its own distinct 
boundaries and fielos ,of acti vity. lts study helps in gaimng-a rational approach to the 
development of means IN accomplishing ce1tain goals. 'fhat is why, manage,ment is 
called a science. 

As a Science 

Science is a syste1nallcnJJy organi1.ed body of knowledge hased on proper findings 
and exact principles and rs capuble of veri:fication. JI ,i" .J. reservoir of fundamental 
truths and it.s findi.ngs appl.y safely in,all the situation._. The generaliz�tions are rnadt.: 
on the basis. of ernp1ncal studies and so they may be upplieable io future also. Any 
subject whicb is scientifö..:ally developed and consists a subject should havelhe following 
cha.racteristits: 

(i) It should have a systematized body of know1edg1J 1111::Jnding concepts. principles

and theories.

(ii) It should have a method of scientific enquiry.

(iii) lt should establish cause and etfect, relationships.

{iv) lts principles shouli.l be verifiable. 

( v) It should ensure predictable results.

(vi) It shoukl have universal applicatio,:i.

It can 't he denied thä.t management hasa s-ystemarized he>dy ofknow ledg.c perfajning 
to its field. But management is not as exact a scienct' as orher physicaJ scie11ce like 
Asttonorny, Physics. Cheroistry, Biology. etc., are. The main reason for the 1nexacrness 
of science of maoagernent is that it dea1s with the pcvpte and it is very difficult to 
prediat their hehav1our accurarely. Since it is a socia,l proc�ss, .it falls in the area of 
"Social Sdences" Management is a universal pbenomenon, h1.1t its theories and 
principles ma.y pröduce different results in different :,ituations. Management is a 
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1.4 :v.Ianagement - An Eme-rging Profession 

The professionals enjoy high status in every society. lndividuals desi{(: co join a profession 
like medicine, cliartered accountant, engineering and law. There has heen a growing 
trend rowards professionalisation of management, primarily, hecause of the desire of 
husiness leaders for social status anrl recognition. 

A profession may be defined as an occupation backed by specializcd knowledge and 
training, whose code of conduct is regulated by a profes&ional budy and which is 
duly recognized by the society. The bask requirement.s of a professioo area� follows: 

·1. Knowledge: A substanlial and cxpanding body of .k.oowleuge and information
in the concemed fielu. 

2. Compdtent Applicatwn: Sk.illcd andjudicious utilization of lmowledge in the
solution of complex and imponant problems. This re,qui.l:es education an<l training
in the specified field.

3. Professwnal Body: Rcgulation of entry into the profe�sioo and conduct of
member� by the representative body.

4. Self Control: An es tahlished code of conducl enforced by the profession's
01Cmbership.

5. Social Responsibilizy: Primarily motivar.ed hy lhe desire lO :;erve othei'S and the
cocrununily.

6. Community Approval: Recognition of professional stat us by lhe society.

� management satisfy lhe tests uf a prof�n? The application of lhe ahovc 
tests or critcria to management is e,i:amined bclow: 

(i) Specialized Knowkdgt: There exists a rapid expanding body of know\e<lgc
underlying the ficld of management. Since the beginning of this century, many
thinkers on management have contributed lo the field of management. Now we
have systeroacic body of knowledge !hat can he used for lhe development of
ma.,iai;-ers. Managemenl is widely taught in the \<Riversilies and other etlucational
institlltions as a discipline.

(ii) Competqnt Application-Education and Training: MBAs are generally
preferred for managerial jol>s, lhough MBA degree is not necessary to enler
lhis profession. Persons witlt degree ill p!!ychology, engineering, etc., can also
take up managerialjobs. Thus. there are no standard qualificati.ons for managers.

(iii) Managerial Slcills can 't be Learnt by Trial and Error Method: To be a
successful manager, it is esseotial to acquire mimagement ski\ls thmugb fonnal
education and ll'llini.ng . .Maoy instimtes of management have been functioning
in lndia and olher counlries which offer MBA and olher courses in management.

(iv) Professional Body: For the regulation of any profession, the ex.istence of a
representative body is a must. For example, the Inslitutt of Chartere<l
AccountanlS of India lays down the standards of education and lraining for
lhose who want 10 enter the accounting profe.'!$ion. Some organizations such as
lhe Indian .Management Association and the All India Management Association
have been sel up in Indi.a. But none of these bave :my legal authority to prescribe
minimum qu31.ifications for taking up .managerial posts or to regulate lhe contlucl







development of future managers. The company form of business organization has 
gained popularity. The divorce between management and ownership of companies 
has increased the need ror professional managers. Even the owner-managed companies 
and other enterprises employ professional managers because of the specialized 
knowledge required in managing the different areas of business like production, 
finance, personnel, marketing, etc. In short, it can be said that professional status for 
management in India is assured because it will satisfy all the elements of a profession 
in the future. The society has also started recognizing management as a profession. 

It is a pity that management development programmes run by the so called management 
institutes have been very costly. Quite often, advertisement� are inserted in newspapers 
and professional joumals inviting the practising managers or executives to participate 
in such programrnes. The fee is within the range of f 20.000 to f 50,000 for some 
programmes of four to five days which are conducted in five star hotels. Naturally, 
the participants are drawn from big organizations which pay for the expenses incurred 
by their employees in atlending such programmes. It is difficult to say that the 
participants and their organizations are really benefited from the so called Executive 
Development Programmes. The 'five star culture' has evolved at the cost of the 
shareholders, workers and customers of big business houses in the name of 
professionalisation of management. 

1.5 Management vs Administration 

There has been some controversy over the use of the terms 'management', 
'administration' and 'organization'. At the outset, it may be pointed out that -
organization is a narrower term as compared to the management process. The 
organization function of management deals with the division of work among 
individuals, creation of structure of relationship in terms of authority and responsibility 
and laying down the channels of communication. 

A debate is very often raised as to whether or not there is a difference between 
'management' and 'administration'. Conflicting views by various authors have led 
to some confusion over the use of these terms. American authors like Ordway Tead, 
Shulze, Oliver Sheldon and William Spriegel considered administration as a broader 
activity and management as a narrower activity. But British authors like Bench and 
Kimball and Kimball considered management wider than administration. The latest 
view is that there is no distinction between the two terms. Thus, the debate over the 
use of the terms managemem and administration has given rise to three viewpoints: 

l . Administration is a higher leve! function concemed with the determination of 
policies whereas management with the implementation of policies. 

2. Management is a generic term and includes administration.

3. There is no distriction between management and administration and both the
terms are used interchangeably.

l. Administration is a Higher-Level Function: The first viewpoint considers
administration as a determinati ve function and management a<; an executive function.
William Newman, William R. Spriegel, Oliver Sheldon and Ordway Tead believe
that administration involves the overall setting of major objectives, determination
of policies, identifying of general purpose, laying down broad programmes, major
projects and so forth. Management, according to them, refers essentially to the
executi ve function, i.e., the active direction of human efforts with a view to getting
things done. Thus, it could be said that administration, by and !arge, is more
determinalive, whereas managemenl, by and !arge, is essentially executive.

Management Systems and Process 
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Box l: Oifference between Management and Atlnuoi�lration 

B.l.�IS Management Aöminhtratiun 

I. Mcaning Management meo.ns. gclling lhe A<lmini.1>Lra11,in i� concerned with the 
wmk uone through a.nd with formuluriun of objcctive:;, plans and 
orlicr,. polk1c< of 1he orgunisation. 

2. Na1ure of Worl Managrrnem refors tn execurion AdrniniS'trn!ion reluc.es lo dec1>1on I 

of dl."d�fon:;. It is a doing function. making. It i� a thinking funcuon, 

3. Dcc,s,on m"krng Manui;.omcm decides who shall AJm, .. i,.11.,tino de1ermincs whnt is to 
i111pkmen1 the atlrninislrative be don� �nd when it is to be done. 
Lk.;htons. 

4 St:,tus Miin.tgetnenl is relevant al lower Admi11,,m11Jon refor.; lo higher lewls 
le\ ds of manugemeot. qf mum1g-e11\cnl. 

5 Usage orTum rt11! lcrm ·managl.'rnen1' is wid~ The rerm administration' is orten 
ely u,.:d in husincs� organi,at• assncmtcd 1< ith govcrnmenr offices, 
ion� 111 .!he priva1.e 5ocll)r. publk �cl·lor and 1100-bu�ine�� 

orguni�auons. 

and operative management functions. In fäet. evcry manager performs all the 
munageriul fundions though emphasis is different at vari, •u� (eycls. 

StudentActivity 2 

"lf you ask a manager what he does. he will most likely tel1 you that be plans, 
organizes, command, co-ordinates. and controls. Thcn W:dtcli what he does. 
Then relate what ynu see to these five words''. Ex.plam it ch1borately. 

1.6 Functioos of Manageme.nt 

Management of a mo<lern business enterprise isa comp.lex prncess. Jt is very difficult 
t0 understand the reat m:t!ure of this process without studying its varlous facels, In rhe 
process of managing. a manager performs various function_s for the achicvemcnt of 
pre-determined objective:-. Many au!horitic.s and scholars on management h,we 
discussed the fuoction:-of management.. But there is n:o unamm1ty among tbem about 
the nomenclatures of the funclions of management. 

It was Henri Fayol wlm gave for the first Lime a functional tltilinition of management. 
According to him, '"Tn manage is lo forecast and plan. to organise, lo command, to 
coordinate and to contr.ol ... Thu-s, fayol analyze(I t.he  folk1wing five functions of 
management: (i) Forecastmg and planning, (ii) Organizing, (iii l Commanding, 
(iv) Coordination, and (v) Control.

Ralph Davis classitie.d manageria.l functioos i.mo three categories, viz., planning, 

organizing and contl':)I. He was ofthe view thac command and coonJination fac:ilitate 
control and. therefot1;. should be considered as parts of it. However, some authors 
argue thal coordinaltou i'I not a separate function as it ts the essence of management. 

Luther Gulik coined thc word 'PODSCORB' to describe the iunctions of management. 
This word is made up "' ilie initials offollowing functions. r1amely, (i) planning, (ii) 
organiziqg, (iii) dirt!�tmg. (iv) staffing� (v) coordina1ing, {vi) reportlng, and (vii) 

budg�Jing. Thus, we i:::m say that there is no u,nivers<1lly accepted classificatiO'n af 
managerial functions, But al the same lime., il is signlficant to note that though t-here is 
disagreement over th..! grouping aod classitlcation of management functions., the-re is 
genera·! agreemenl that certain functions exist 
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(b) Leadership: A ma,nager must perform the funcuon of leadership if hc is to
guide the people effe:ctively for the achievement or nrganizational ohjectives.
Leadership may be defined as the process by which a manager guides and
influences lhe behaviour of his subordinates. A manager must possess the
leadership qualities 1f he has to get others to fol low him Md accept his directions.
He should a.lso builU up confidence and zeal to worknfongwith the subordinates.

(c) Motivation.: A manager can get the desired results tr\3m thc people working in
thc organization througb proper stimulation or mouvauon. Motivation means
inspiring che subordinates with a zeal to do wor" for the accomplishment of
organizational objecliVes. Motivation of subordinate.s is necessary for getting
voluntary cooperation of the subordinates. Different people are moti vated by
different types of rewards. The manager should stwJy tb.t: behaviour of indi \.'\iduals
work.ing under him to provide Lhem, proper inducements. To some financial
incentives are important while others are motivated by nonpecuniary incentives
like joh securily, Job enlargement, freedom to wurk and recognition by peers
and management.

ControJling 

The function of controlling deals with the measurement and correction of the 
performance of subordinates agaiost the. pre-determined srandards. EEL Brcch 
defined control as the process of checking actual perlQrmance against the agreed 
standards with a vlew to ensuring satisfactory performance. Fayol viewed control as 
veri.rying whether everything occurs in conformit> with the plans adopted. the 
instructions issued and prindples established. Contro!ling IC':ids to taking corrective 
action if the results do not confonn to plans. 

The process ofcontrol 1i1volves the followi.ng ste,ps: 

(i) Establishment of Standards: The management must estab.lish standards with
which the aclual performance of the subordinat�s wi.11 be C(Hflpared. The
standards ofperformance should be'laid down in ummtbiguous tem1s and should
be understood by e.veryone in the establishment.

(ii) Measurement of Performa11oe.: The actual pt>rfmmance of each unit and
e(Tlployee has to be measured in terms .of quanthy 1 4uu!ity. cost and lime. 

(iil) Appraisal o/ Performance: The establishrnent of standards has no meaning 
unless they are u:-cd in actual practice. ibe man..igement must provide for 
comparing the actual performancc with thc prc•t!'-lablished standards. The 
deviations from the standards should be recorded rtntl brought lo the knowledge 
of the management. 

tiv) Taking Corrective Action: Wheil the deviations frum 1he sta,ndards arc reported 
to the management, it must take corrective action �u that such deviatio{ls do not 
occ,ur again. While taking corrective steps. management should also consider 
the improvement M pi.ans and standards. 

1. 7 Significance of Management

The.te is no substitufe for ma:nagernent in mo.dem organi1,11ions. As re,marked by 
Pener F. Drucker. ··Maougerncni is the dyr:wmic. life-givin.g eleme,nrin every business. 
Withour it Lhe J°fSources,of ptoduction remain resoun.!e� ,md never become pn,duction''. 
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2.0 lntroduction 

The origin of management l.'.an be traced back tö the d,1ys when man started living in 
groups. One can argu� rhat management took tht: form of kadership wbich was 
essential 1.0 coordinat.,; lhc effons of the group members m order to arrange the 
necessaries of life. Hi:.--tory reveals that srroog men organi/eJ the masses into groups 
according to tbeir i ntelligenee, phyi;ioal a:nd mental capabilit.ie-�-.. According to Egyptian 
literatu1:e of 1300 B.C., the art of manager:nent was being praN1ced iu di fferenl forms 
by different people. The 1i1eratur,e clearly indicates 1he rec()gnilion of the impor1anee 
of organi2cation and allmini!iU'ation in the bureauctatic set up. Similar records exist for 
ancient China. Accordiug ro L.S. Hsu, Cl.mfucius's parahles include practkal 
suggestions for proper put,lic ttdt:ninisu-ation and admoniw:,ns t, c.boose honest, unselfish 
and eapable publJc officl!l'S. 

In Oree1.:e, the exislenl'c ,,1 'l11e Alhenian eommonwealth. wltb its councils. couns, 
administrator::; and bowu uf general indicates the nature of mt111�1gement. Similarly, in 
Rome, rhe existence vf R,,man magistrates, with their functi •nal areru; of authority 
and degree af importanl:1.', ind1cates a scaJar relationship characieristic or organization. 
11 is believed that the setret of lhe success of the Roman faonire lay in the abiiity of 
Romans ro organise. Tiirough the use of the scalar princ1pl1! and the delegation of 
authority, the city of Rorne was ex.panded lo an efficient empire. 

 

2.0 Introduction



Management Science 

22 

2.1 Approaches to Management 

( Schools of Managt!lnent Thought) 

The growth of modern management techniques began with the- industria1 revolution in 
Eng.l and during the 18th and 19th centuries. A series of mventions were made by the 
scientists like Hargreaves. Ark.wright, Ct:ompton. Kay a,uJ Curtwright. The important 
inventions include "Spinningjeony·, "Waterframe', 'Mt.ik·, 'Power loom' and 'Machine 
lathe', which completely revolutionized the commerce and indust.ry. These led to 
production on large scale and introduction of division of labour. Soon joint stock 
companies came into being which separated the ownership and manugement functions. 
There was a great need of person!> who tould manage big industri al enterpriscs. 

The above developme.nt led to the emergence to difförcnt scho9ls of thought of 
management. The divergent directions of management though have caused one 
m.anagement writer, Harold Koötz. to ca.Il the resulting :uray ''the management theory
jungle". HoweY"er. for an casier understandin,g of the development of management
thought, we can classify the. different schools of manageme.nt thought as f ollows:

I. Classical theory:

(,a) Scientific Management Approach.

(b) Management Process of Administrative Management Approach.

(c} Bureaucra1ic Or .ganization Approach. 

2. Neo-classical or Human Relations Approach.

3. Behavioural Science Approach.

4. Quantitative or Managemem Science Approach.

5. Systems Approal)h.

6, Contingcncy Approach. 

7. Operational Approach.

Classical and neo-classical approaches constitute the 'tn1ditional schools of management 
thought' aod the other approaches are often termed as 'modem approac.hes'. These 
approaches are. briefly discussed below: 

2.2 Classical theor.y 

The classicaJ theoty repre.sents the traditionaUy accepced Yiews about otganizations. 
In a way, it signifies the beginning of the. systematic study of organizations. That is 
why, it is said ro be Lhc oJdest scbool of thought abou1 organization and their 
management. The classical theörists ooncentrated on organization structure for the 
achievement of organjzational goals and also developed certain principle-s of 
mana.gement. Many of the. classical concepts and princ1ples hold good even today. 
Tbe classical thought can he studied under three streams, na.meJy, (a) Scientific 
Managemrnt, (b) Adminisrrative Management or Management Process. and 
(c) Bureaucracy.

F.W. Taylor insi.sted on application of scientific me,thods to the problem of management. 
His focus was on division of labour. fixing everybody; work for the day and fonctional 
foremanship. That is wby. Tayior's scientific management has 'been r.eferred to as 
"machine. theory''. lt may be noted that sci_cnti:fic: management group emphasized 
efficiency of lower leYels öf organization. It was Henn Fayöl who showed cancern 









Management S1;ien,� not based on empirical research. They lack prc\_":i:-..ion and comprehensive 
framework for analysis. Moreover. it is not clen1 wbcther these principles are 
acfäw recommendations or simply defiuilions. 

6. Lack oj Univer�a.lity of Prirlciples: Classical cheNists claimed thar their
principles have umversal application. This sugiu:.<;ts fhat the sam.i.: principles can
he applied in: ti) different organizations, (ii) d-iffl!renlmanagement levels in the
same organi�ation, and (iii) different fonctions of thc same organization. The
empirical researches, however, suggesl that none, of the principles has such
characteristics. Moreover, there ar.e m.any of lhc pnnciples wfoc.h contradict
with other principJes. For example., principle of specialJ1JJt-ion is quite in conflict
with the princip le of un .it.y of command.

7. Excessfre Emphasi.s 011 Rules atJd Regulatimrs: Weber's "ideat' bureaucracy.
a major constituent of classical theory, suggesreJ srrict adherence to rules and
regulations. The scope for individual initiative is thu:-. limited. The result is red
tapism in t.he organization. Observation of rules and regulc.1tions becomes the

main objective while tbe. real objectjves for which these rules and regulations
are form�d ar� forgolten.

2.3 Scieoti.fic Manageme,nt Approach 

The impetus for the sc1entjfic managecnent approach came from the firsl industrial 
revolution. Becaus� it.brough( about such an e.x:traortlincuy inecbanization ofindustry, 
this revolution necess.it:ated the development öf ne\\ management principles and 
practices. The main contributors to scientific managen,eat were Frederick W. Taylor, 
Henry L. Gantt, Franlc Gilbreth, Lillian Gi lbreth aod Harrington Emerson. 

F.W. Taylor (1865-1915) was the fina person who- imisted on the introduction of 

scientific me1hods in management. He li.unched a new movement <luring the last 
<letade of 19th century whkh is known as 'Scientffic Management'. That is why, 
Taylor is regarded as th�• [ather of scientific management. Taylor was an American 

engineer who responded to the ehallenges of manageu1ent aroun<l the tum of the 
century. During that period. productivity was very 11tw, labour became extn;:rnely 
dissatis(ied and industries had tö face freguent strikes and lockouts. Taylor's 
contribution was a system based on science whereby ktwer lahour cos.t could he 
achie.ved simultaneously with higher wages. He suggested the change in the mental 
:mitudes of the workers and the management to hring harmony in the industry. 
Alongwith Taylor. other contributors to the scientifi� management approach include 
Henry L. Gantl, frank Gilbreth, Lilliun Gilbreth andHamglö Emcrson. 

Scientific management means application of scientific me!hods lo the problems of 
management. T-aylor advocated scientific task .setting ba�ed on lime and motion study, 

stattcfurdi.zation of materials, rools and working conditi n:1, ·cientific sel.ection and training 
of workers and so on. It is lo be noted that Taylor's thinking was confined to 
management at the shop leve!. However, he der1w·11i,trated the possibility and 
significance of the scientific anaJysis of lhe various aspcll, o[ management. To sum 
op, heta.id e-mphasis. on rhe fol lowing principles: 

1. Science, not ru]e of thumb.

2. Harmony in group action, rather than discord.

3. Maximum outpul in place of restricted output.

4. Scientific selection, training and placerneol of the workers.

5. Almost egua·I division of work and responsibility between worken; and managers.
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3. Taylor advoc:ited the coocept of fuoctional foa·manship to bring about
specialization in the- organization. Bm this is not t'MS-i.ble in practice as a worker
can't carry ou1 ms(ruetions from eight forem�n.

4. Scientific management is production-centered �1-. it concentrates 100 much on
the technical a.�pcct!-. of work and undermine� 1he human factor in industcy. It
resulted in munmony of job, loss of initiatlv1:, ovt'ispeeding workers, wage
reductions.job insecurity, etc.

5. Sciemific management is based upon the assumptil)fl that workers are 'rational
ecooomic beings , They are treated as mere ex1en,,,ion!> of machines devoid of
aoy feelings and emotions. They can be made to work 1hrough monelfil'y incentives
and exercise of authority. Scientifö.: management. lhui., ignores the social and
psychological needs of workers.

6. Trade union'ists n�garded the principles of scienrilic management as the means
to e,xploit labour because Lhe wages of the wort-.:r.:i w�re not increased in direct
proportion to pro<luc.:tivity incre·ases.

Many of the above abJes:tmns were later remedied by the f')!_her contributors to scicntific 
management like Hcni:i L. Gantt. Frank Gilbreth. L11l1an Gilbreth and Harrington 
Emerson. Many of lhe 1--ecommendmions of Taylurt' are still being applied by the 
modern business undenakings. In short, it can be satd 1hnt Taylore was the pioneer in 
introducing scientific r'l!m,oning to the discipline of management. 

2.4 Management Process or Administrative Management          

Approach 

The advocates of thi� �chool perceive manage.rnei11 ::is a process involving certain 
functions such as phmning, organizing, dirccting and c11ntrolling. That is why, it is also 
calJed the 'functional' approach. Henri Fayol is regc1rdeJ tt!> the father of this schools. 
Henri Fttyol defiaed management in terms of certain functions and then laid down 
founeen principles of m.magement which according tu tum hltve universal applkability. 

Henri Fayol was .l. French executi ve who emphasizl.'d rhal tnanagement could be both 
taught and leamt. His long pra

c

.tical experience is reflected m 111s paper. ''Administration 

industrielle el generate., (General und Jndustrial Mari11ge01ent} Fayol tried to develop 
a theory of management. Be, discussed the principle.-, "-'f general management and 
argued that rnanageri.tl ability can be acquired as any Clfher technical ability. He not 
only recommendetl förmal reaching in rnaoagemeni b\11 al.so prnctised it by founding 
the Centre for Admi mi.t1 ative_ Studjes in Paös. Thu�. he � a pioneer in the field or 
management educau1m l't1 brief. Payol's viows on rou,1t1geml!nt command acceptability 
even tod&y because tht"y are much in tune with the n:yuin:rnents of the management 
in the present-day workl. 

Fayol began by clasMf) mg all operations in business 111 bu�iness organizatinns under 
the following six c.itegories: 

(i) technical (pr1 1Juct1un);

(ii) commercial (purcha!)eS and sales);

(iii) financial ( funJ1ng and controlling capita!);

(iv) security (prote1.-1inn);
(V} accounting {b.ilance sheet, costing records): �md 





Managemenl Scii:nc(: 2.4.1 Criticism of Proce.�,; ofFunclional Approach 

Though the proponents of mauagc111cn1 proce.;.; approach have roade significant 
contribution 10 the development of thought. their worlc suffers from the following 
Iimitatioos: 

(i) There is no single cla.s;;ification of rnmrngerial fonctiom acceptable to all the
funetional 1heorists, There is al.;o lack of unanimily aboul lhe varioos tenns such
as management and administration, commanding and directing, etc.

(ii) The functionalists considcred their principles 10 he universal in oalure. Bul many
ofthe principles have failcd to dclivcrthc desired te8ulls in certain situations.

(iii) The functional theorists did 001 considcr thc externa! cnvironmcnt of business.

(iv) Fayol overemphasized the intellectual side of managemcnl . .He felt that
management should be formaJly taughl, but he dld 1101 elaborale the naturc and
contents of managcmenl txlucation.

2.5 Bureaucracy 

Max Wcbcr ( 1864-1920}, 11 German suclolog.ist contributed h.is views on bureaucracy 
to the management thought. His primary contribu1ion includcs his thcory of aulhority 
strncture and his descriptioo of organizations bascd on the nalure of aulhorily relations 
wilhin !hem. Essentially, it was Weber's contention !hat there are thl'ee types of 
legitimate �uthotity which areas follows: 

(I) Ratio11al,.legal authority: Obedieoce is owed lo a legaJlr estahlished position
or r�nt within the hi=rchy of a business. military unit. gowrnmcnt, anti so on.

(2} Traditional authority: People obey a person because he bclongs to CCl'tai n 
class or occupies a posi1io1,s traditionally recognized as po��essing aulhority, 
such as a real family. 

(3) Charnmalic autlwrily: Obediencc is bascd on the followcrs bdief that a person
has some special power or appcal.

Wcber's theory bureaucracy recogni:i:es l'ationa].Jegal aulhority as thc most i111portant 
lypt: in organizalion&. Under tradilional authority, Jeaders are not chosen for their 
�ompetence, andcharismatic aulhority is 100 emotional and io:ational. A hureaucratic 
organization which is bascd on rational-legal a11thority display the following foatures: 

(i) l>iviswn of Work: There isa high degree of division of wol'k at both 1he ope•·ative
and adw.inistrative levels. This leads to specialization of work.

(ii) Hierarehy nf l'ositi.nns: There is a hieTarchy of 11t1thority in the organization.
F.ach lower potitiou is under the control of a higher one. Thus. there is unity of
comrnand. The bureaucratic slrocUJre is hicrarchical in nature. It is like a pyramid
in which quanlity of authority increases as one moves up the ladder in the
organi,arion.

(iii) Ruks and Regulations: The rulcs, regulations anti prn<:edures are clearly laid
down by 1h,� top 11dmini�1rstion. Thcir b,�nefits nrc 11� under:

(a) They standardize operutions and decisions.

(b) T.hey serve as recepudes of pasl learning.

( c} Thcy prote<:t incurnbcnt� and ensure equality of treatment
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(v) The bureaucratic structure is tall consisting of several layers of executives.
Thus, communication from the top level to the lowest level will take a very long
time.

2.6 Neo-Classical Theory 

( Human Relations Approach) 

The classical writers including Weber, Taylor and Fayol neglected the human relations 
aspect. The neo-classicists focussed on the human aspeL:t of industry. They modified 
the classifical theory by emphasizing the fäet that organization is a social system and 
the human factor is the mast important element within it. They conducted same 
experiments (known as Hawthorne Experiments) and investigated informal groupings, 
informal relationships, patterns of communication, patterns of informal leadership, 
etc. This led to the development of human relations approaL:h. Elton Mayo is generally 
recognized as the father of the Human Relations School. Other prominent contributors 
to this schools include Roethlisberger, Dickson, Dewey, Lewin, etc. 

The human relations approach is concerned with recognition of the importance of 
human element in organizations. It revealed the importance of social and psychological 
factors in determining workers' productivity and satisfaction. It was instrumental in 
creating a new image of man and the work place The neo-classical or human relations 
approach put stress on inter-personal relations and informal groups at the work-place. 

The human relationists argued that achievement of organizational objectives is 
impossible without the willing cooperation of people and such cooperation cannot be 
automatically secured or ordered. It has to be consciously aL:hieved. The neo-classical 
approach advocated people-oriented organization structure which will integrate both 
informal and förmal organizations. 

The basic tenets of neo-classical theory or human relations approach are as under: 

'(i) The business organization is a social system. 

(ii) The behaviour of an individual is dominated by the infom1al group of which he is
a member.

(iii) An individual employee cannot be motivated by economic incentives alone. His
social and psychological needs must be satisfied to improve the level of motivation.

(iv) In an organization, it is ultimately cooperative attitude and not the more command
which yields result.

(v) Management must aim at developing social and leadership skills in addition to
technical skills. It must take interest in the welfare of workers.

(vi) Morale and productivity go hand in hand in an organization.

Hawthrone Studies 

In 1927, a group of researchers led by George Elton Mayo and Fritz J. Roethlisberger 
at the Harvard Business School were invited to join in the studies at the Hawthome 
Works of Western Electric Company, Chicago. The äperiment lasted upto 1932. 
Earlier, from 1924 to 1927. the National Research Council made a study in collaboration 
with the Western Electric Company to determine the effect of illumination and other 
conditions upon workers and their productivity. 

(i) Illumination Experiment: This experiment was conducted to establish
relationship between output and illumination. The output tended to increase every







(ii) Over-emphasis on Group: The human relations approach over-emphasises
the group and gruup decision-makiog. But. in practic!!. gr<iups may create problems
for the management and collective decision•making may not be possible.

(iii) Over-stretching of Human. Relatiom:: It is as�umcll that all organisational
problems are amenab)e lo solutions 1hrough huma1i 1l'l.1tions. Thi� asst1mption
does not hold go,,d in practice. Th!? satisfied worke.n: may not be more productive
workers.

(iv'l Limited Foc,us Qn Work: The human relations approad1 lacks adequate. focus 
on work. It puts all Lhe emphasis on interpersonal rnlations and on the informal 
group. It tends to overemphasize the psychologit:ul aspect.s al the cost of the 
structural and technical aspects. 

(v) Over-stress o.n Sock>-psychological Factors: The human relations approach
undermines the role of economic incentives in mot1v�11ion and give.s excessive
stress on social and psychological factors. Jf the wages are too low, the employees
will feel dissatisfieJ despite good inter-persönal relation1-. ,it the workplace. Thus.
it may be said that the human relations approach seek� Il) 1:!X.ploil the sentiments
of employees for the benefit of the organisation.

(vi) Conflict betweett Organisational and Individual Goals: Jt view cönflict
between the goal ofthe organisation and those of individuals us destmctive. The
positive aspect of c(m11icts such as oven:oming wcakn,·sses and generation of
innovätive ideas are ignoretl.

2. 7 Behavioural Science Approach

Under behavioural science approach, che knowledge drawn fn:im behavioural science, 
namely, psychology, S(l\..'IIJlogy and anthropology. is applied tc1 explu.in and predlct human 
behavioUJ. Il focuses on human behaviour i.n organization:, and seeks to promote 
verifiable pro,positions for sc:ientific undefStanding of human bchaviour in OJ:ganrzalions. 
It h�ys empha:sis on the study of motivation, leadersh.ip, communication, group dynamics, 
participative management. e.tc, 

The essenlial characterislics of behavioural science approlJ.(;h are as under: 

(i) Data must be objectively collccted and analyzed.

(ii) Findings must be presented so that the distinction betweeo oause and cffecl. as
opposed to chance occ-urrences, is clear.

(w) Facts must be sys.tematically related to one another wilhin a systemutic
framework. Data colkction alone does not constitute a 6cience.

(iv) The findings of a study must always be open to further examination and question.

The disringuishing. feature oflhe behavioural sciences approach is lhe methodology 
employed in developi.ng the research in the management chsclpline. The crux: of the 
methödology lies in the collection and analys is of the relevant data. lt is in this sense 
that this approach ditfe.rs from the human relations approach. Further, the behavioural 
scientists made the following propositions: 

(i) An organh,ation i� a socio�technical system.

(ii) lndividuals differ with regard to attitu(les. perceptions and vnlue systems. As a
resuJ.t; Lhey behav� diffe�ently lo different stimuli under different conditions.

f1,,!utio11 of Management Thought, 
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havc failcd in de"eloping an iniegrated theocy of management. Although srudy of 
human behaviour in organisations is eimemely important ye« managemeot cannot be 
confined oniy to illi.s area. Toere are other variable such as teclu!ology and environment 
whid1 have an important hearing on the effectiveness Qf an Qrganisation. 

The hehavioural sciell(.-es, rofined as they might be, have not achieved the p�i�i<m 
of the physical sciences. Often the complexities of the human factor and 1he 
organisalional setting make exact predictions impossible. It is oot ,.mcommon foc 
progmmmcs bascd on sound bchavioura! principles to bave unexpected results. It 
should al�o be noted that the finding of hehavioural science research are tentati ve and 
require futther inv!:$tigalion, They should not be treated as applicable to all situations. 
BehaviouraJ guidelines cao be helpful aod profitable. but are mu�t be taken not 10 
accept lhem as being complete valid and applicable to all s.ituations . 

. 2.8 Quantitative Approach 

This approach is alsocalled 'Mathemahcal'. 'Operations Research' or 'Management 
Science' approach. The basic featurc of the quantital.ive management thought is lhe 
use of mixed leams of 1X:ienti�'ts from several disciplines. This school used scientific 
tools for providing a q11antitalive hasc for managerial decisions. The 1cchniqucs 
coilllil.Ollly used for managerial tledsion-making include Linear l'rogramming, Critical 
Path Mcthod (CPM), Prognimine Evaluation Review Techniqlle (PERT). Games 
Theozy, Queuing The01y and B.reak-Evr.::n All.alysi.s. 

The quanlitative approach uses ma1heinatical formulate fot findlng solutions to the 
problems that wece previousl.y unsolved. The abiding bclief of the quantillltive aPl?roacb 
is thal if management.isa logical process, it may be el!.pressed in tenns of mathematical 
symbols and relationsbip�. The ba�ic approach is 1he CQnstruction of a quantitative 
mode! because it is thnugb lhis device lbat !he problem is ei.pressed in its basic 
relalionships and in terms of selected objoctives, The COIJ.stnicl.ion o( the mode! 
expresses lhe effectiveness of thc system u,,der study as a functioo of aset of variables 
at lea�t one of which is subjecl control. Th�. genc.ral form of operations research 
model i� E := f (:\I, yl), where E represenL1 the effectiveness of thc sys1cm (profil, 
cost and the like) Jd the variables of lhe sy�tem which are subjecr.ed to control and yl 
lhose which are not subject to control. 

The quantilative approach 10 management ha.!i ils rool in t.h.e scientific managemcat 
movement. Since Taylor advocatcd a Jogical sequence of problem fo1mulation, fäet 
findiog. rnodelling.11 tentative solution, testing, etc., his sclentific approach could be 
cla.�sified a\ an early focm of quanlitative approac.ll to management. A natu.ral exteru;ion 
ofthe·scientific managemenr is 1he operations resean:h.
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The approach was updatcd so as to indudt> development of m.athcmatical modcls to 
represen! a system under study. I may hc nolcd that tbe development of modets 
require<l lhe skills of money <lisciplines such as engweering, mathetnatics, economic. 
statistics, physical science, hehavioural �cicnces and cosc accountancy. The 
!Wlt.hemat-ical formulation enabled the managers to wscuversignificanl relationships
that lhey could control.

2.9 

Operat ions research (management science) carnt' into e�istence du ring the First Worl<l 
War and gained populurity <luring tht> Second World War, ln England, the satnc timc, 
Thomal A. Edison was studying in Americ!I the process of anti-submarinc warfarc. 
However, tlteir work did not have much impact on military operations until the .Second 
World War brol<.e out, Bolh E11gla11d alld the United Swes procured operations 
researchers to deal with thcir miliiary problems. Operations research activily was 
consi<lered to be so valuable !hat it was conlinued aftet the end of the War. 

Another important development alongwilh the growth in tbe number of quantilalive 
leclmiques was the intro<luction of high speed digital computers. Starting in J1bout 
1970, the quantitativeapproach 10 management tumcd away from emphasis ou uarrow 
operations research tecbniquc:s to lhc boa.rder perspeaive of decision 1.echniques and 
models building. It lllso incorporaled compulerised infomuuioo sy�1ems af\d operation,; 
management. The latest emphasis nf the quantitative approach nwked a move towar<ls 
a more b1oad-ba� management. 

The lechniques mentioned above thal are used for managerial decision-making such 
as Linea.r Pmgramming, Critical Path Method (CP.M), Program.mes Evaluation Revicw 
Technique (PBRT). Game.� Thoo,:y are explained below. The applicatiou of sucb 
techniques helps in sol ving severul problems of management such as inventory ronlrol, 
production control, p.r ice detem1inalion, etc. 

      Linear Programming 

Linear programming is the process  of tak.ing various lmar inequalities relaling to  
some situation, and finding thc "best" value obtainable undcr tbo�e conditions. A typic:,l 
e1Cample would be ta.king the !imitations of materials and Jabot, �nd tht:n d�ennining 
the "best" pro<luction levels for ma�imal profits under those condilions. The use of lhe 
word "progrsmming" bere means "choosing a c:ourse of ectim1." 

Jn "real Jife", linear programming is part of a very importanl area of malhematics 
called "oplimiz�lion tecbniques". This field of study (orat least the applied results of 
it) is used every day in the organization and allocation of resourccs. These "real life" 
systems can have rlozens or hund reds of variables, or more. ln algehra, though, you'll 
only work wilh thc simple (and graph able) two-variable Jinear case. 

The gener-'dl process för sol ving linear-programming exerr;ise11 �� to graph the inequalities 
(ca)led the "consu-aints") lo form a walled-0ff area oo the x, y-plane (called the 
"fo11Sibility region"). Theo you figure ou1 tbe coordinates of Uie comers of this feasibility 
region (that is, you fin<l the intersection points of the various pairs of lines). and test 
thesc comerpoints in Uie formula (called lhe "optimization equarion") for which you're 
trying to find the bigbest or lowest value. 

• The term 'Linear' is used to describe the proportiooale relationship of two or
more variables in a mode!. The given chaoge in one variable will always cause
a resulting proponional change in another variable.

• The word , 'progr•roming' \s used to specify a sort of planning that involves the
economic allocation oflimited resources by adopti11g a particular cour.;e ofaction
or sttalegy among va.rious al1ema1ivc$ stratcgies to achieve the desired objective.

















Management Sc:ienc:, PERT and CPM 

PERT is an acronym for "Programme Evaluation amJ K1..•, icw Technique". This was 
created as a mean:,; tu pla.n and accelerate the deve!�)pmenl of the Polaris Ballistic 
Missile. In USA the defence departrnent developed a nucfear missile to be launched 
from beneath the ocean's ::;urf ace by a mobile submarinc, whtch would be an effecti ve

deterrent against aggression by an enemy. This pavetl way to plan how to design. 
develop and plan the different stages in the production r,1 a rnissile and how quickly 
this task could be complet�d. A planning and scheduling techmque lii;lmed PERT gave 
the answer to these 4uesStions. 

In any new venture, urtcerrainties are bound to creep in. PERT incorporated these 
uncertainties into a modet. which provides a reasonable answer to these uncenainties. 
There are certain statistteal aspects scheduling !arge projects consisting of numerous 
activiti.es whose completion times are uncertain and are independent of one anolher. 
PERT is t1n event-onented technique. By 'event' we mean reaching a certain stage of 
completion of the pruJect. 

Another technique, Critical Path Method, abbreviated as CPM, lrns emerged 
simullaneously. It is alsv a necwork technique bul il is concemed with oblaining the 
trade-off, between cost and cornpletion date for !arge pro1ec.ts. In any project consist.ing 
of seyeral activities each activity, can be completed i11 :l rmrrnaJ duration with normal 
cost. [f we employ more pel'sons or skilled people or gi Vl"ft uvertime to the workers, 
the activity could be completed in a reduc.ed duration knuwn as crash duration. But 
this involves an incrense-d cost in the form of additio:ml n:s,ources. Wilh CPM the 
amount needed to complete the various activities is assurnl!d !l I be known with certainty. 
So, the direct cos-ts for the activities increase and hen1c.:' the cost of the project also 
in.creases. By reducing tbe.activity duralion of someor alt possible completed ahead 
of the schedule. Th.is wl.11 natu.raJly redute-the overbead cosl for che emire project. On 
one hand the direct expenses intre�se, if w� shorten Lhe activity dumtion, but, the 
indirect expeoses for tbe pröjeGt are reduced. We have to strike a bahmce or an 
optimurn time scbed1de, or a lea,st cost sc.hedule is ro be 1.ibtained. This is the purpose 
of the Critical Path Method. Thus CPM is not conceme,d w1th uncertain job times as 
in PEftT. PERT is useful in research and developmental projects, whereas CPM is 
mosily used in constru.ction projects, or in situations aJreac.ty hn,ndJed, so that tbe details 
like the nonnal complelion time, orash durntion and cost,,r 1:rn�bfog are already lcnown. 

The following are the suggested applications when PERT qr CPM is found useful: 

• Tbe construction of a building ornf a highway,

• Planni.ng and launching a new product,

• Sche.duling maintenance for a project,

• The rn.:1nufacture and assembly öf a large machjne 11x.,I,

• To cönduct a mm,11.: N drama festival. and

• Preparation ol budget for a company.

Game Theory 

Game theory, is a slightly oddly lle?ned subject maner. A gamejs any deE.'ision pröblem 
where rhe ouJcome depend.� oh the acti011s of rnore than t me agenr, as well as perhups 
on otfter fäets about fbe wor:ld. Game Theory is the study ul' what rational agents tlo 











Systen1s Approac.h 

Tn lhe 1960s, a new approach to managementappeared whicb attempte<l to 1111ify the 
emlier schools of thought This approach is conunonly referred to as 'Sy�tcms 
Approach'. Basically, it wok. up where lhe functional process management school Jet 
off to try to unify management 1.heory. "A sy&tem viewpoin1 may provide the impetus 
to unify management theory. By definition, it could treat thc variou, approaches, such 
as lhe proce.�s. quantitative and bchavioural ones. �� subsystems in an overall theory 
of management. Thus, the systems approach may succCC(i whert: the process approach 
has fäiled to leacJ management outof the theory jungle". 

Såenlific.Managcmc vs. Quantita1iveApp=h 

� --

Scleullfic' Managem:t.b.l Approub 

J. !' �lv1)C11.�cs u�t' of IC'i.cnlit'h: me:thodi. in 
m ma,lag:r.g. 

2. lf focu.(!.P.d on improvi.Dg 1$rt'it�ncy of 
workcrs .and ni�hjnes by 1in.ding anc: 
best way of doius lhit11,1. 

Qua»tlt&tive: Approa�h 

i. lt advocatiu: uce of m31them.al!�.aJ a11d i,atvu;cal 
\bchniquc.3- l11r •otvbrt:t ma.1.agcmcnt pr('lbluns.. 

2. Il focussed <l1I finding ri&]1l :rnswers tu 
msa�crUIJ problem,. 

:!-. Tt:le mail1 1e.;hniquei. -of scientifo• cmoaamc.m. 3. Tbe main tee�e of (("01J1tit.stivc appma�h is 
acr; �ime aof1 motion studt<!t. o,era1ior1s cefUfcb. 

4. lt l<U"S slte11s nn experimtut and n"S-C1tr.:h
for ,mpro..,.lng efftcleD<:)'. 

4. tt J�s stre,s on dewJaping <::�·onomci,tt rnQåe�s 
fot takillg m.utlllgeriOI ded.-iOO$, 

�. 'fhc conc-eptoaJ hai.e ,of �ic.ntific m.uiagement $. Qu4ntitafrvc approach was populJri� by W.C. 
w� \n'l.widc:d by F.W. 1-.ylo( i.nd tiiJ .o,,,;sot.Jate,. Chorchmm �nd llis IIS$�i,tt:.s. 

The s ystems approach is based on the generatization thar an organisation is a system 
and its componencs are inter-related and inter-dependent. "A system is composed of 
related and dependent elements whicb, when in interactions, form a unitary whole. lt 
is simply an assemblage or combination of thiogs or parts. forming a complex whole. 
lts important feature is that it is compqsed of ilierarchy of sub-syitems. The world as 
a whole can be considered to be a systems in which various national economies are 
sub--system . ln tum, each national economy is composed of it& vllrious induslries, 
each indusuy is composed of fums, and of course, a fil'l1l can be considered a system 
composed of sub-systems such as production, marketing, fimmce, accounting and so 
en". Thus, each system may compr:ise several sub-sysrems and in tum, cach sub
sy�iem be further composed of sub-system&. 

An organisation as a system has the following characteristic8: 

(i) A systern is goal-0riented.

(ii) A system consists of several suh-systems wbich are inte«lependent and inter
related.

(iii) A system is engaged in processing er transformation of inputs into outputs.

(iv) An organisation is an open aod dynarnic S)IRtefn. Tt has continuous interface
with the externa) environment as it gets inpU(.� fi:om the environment and also
111pplies its output to thc env.ironment. lt is sensitive lo its environment such as
govemmenl policies, compelition io thc marlcet. teclmological advancemeot, tas tes
of people, etc.

(v) A system has A boundary which separares it from other systems.

3.2.1 Opeo System Concept 

A .,ystem may be closed or open. A closed systern is seJf.(lependent anti does not 
have a11y \nteraclion with the externa! environment, Physical andmecbanical systems 
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areclose<.l systems.Aclosed system concentrates completely on interna! relatioaships, 
i.e. interaction hetween s11b-systems only . .llecause of lack of in1cra1;tion with
environment, _il is unable co monitor changes occurring in the externa! cnvironmcnt.
On thc other himd. nu open system has active inteiface wilh 1hc environment through
the inpul•output proce�s a.� shown in l'igure 1. It can �pond to the changcs in the
e11viror1me11t lhrough the feedback 111e1:hanism. That is why modem authors consider
organisation as an open system.
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F!g\lre 1: Opoo System Viewof Organisation 

An open system oblains inputs. such a� raw matmals, Layout, capita!, technology anti 
informalion, from the enviroruneoL Operw.ious are perfotmed upon the input� and 
combinetl witn The managerial process to produce desirableoutputs which are supplied 
to the environment {i.e., customers). Th.rough a feedback process, the envimnment's 
cvaluation of the output beoomcs part of the inputs focfurther organi.sational activity. 
ff the environment is satisfie<l with the output, business operation.s continue. lf it;� 
not, chsnge.s are ini1iated withi11 1he husiness systems �o that requiremen1s of the 
customers are fälly met. Tbi& is how an opcn system respOtld.s to the fotces of change 
in the enviromnent. 

Features of Systems Approach 

The systems appronch is far more superior to classical and neo-classical approach 
because ofthe fullowing features: 

(i) Open system 'Hew of Organisation: The classical tllwry 1rcated orgaoisarion
as a closed system. Rul moderris tbeory considen. oiganisation as an opco syste m
which has continnous interaction with the en�-:ironment. It get.� various resources
from tbeenviroomen1andt11111sfoonslhem intooutputde.<iredhy theenviroomenl
Due weightage has to be given. to the environmenllll factors. affec!lng the
management of an organisation.

(ii) Adaptive Sys1em: Organi�ation i� an open system; its survival and growth in a
dynamic environmenl demaml an adapti.ve system which can continuously adjust 
ro changing environment. MW!llgcmem temh to bring changes .in the sub-systems
of thc organ;s�ons 10 cope up with the challenges of environmental forces.
Since thcre isa provision of feedback mechani.�m, management can evalua1e its
performaoce and talce corrective actions. The basic role of m,'Ulagement is
considered in terms of its adaptabilily to cnvirooment.

(iii) lttterdependeni S-Mb-s:,st=: An Ol"ganisntion isa system consisting of several
sub-systems, For e11.3J11p)e, in a business enteq,rise, prodncrion, sa les and other
depattments andS11b-syste.tris. All thel:e sub-system� are fwictionaUy inreracting
anJ interdependenL They arc used togelher into an organic whole tluough goa.ls,
authority flows, resources flows and so  on.



(iv) Whole Orga11irntion: The system approach provides a unified focus 10

orgao.isational efförts. It gives manager. a way of looking at the organisation as
a wholl' that is greater than the sum of its parts. The stress is laid on integration
of various suh•systcms of the organisation to en sure overall effectiveness of the
sy.,tem.

(v) Synergy: Theoutputof a system is always more than the comhined output of its
parts. This is called the law if synergy. The part!; of system hecome morc
productivc when lhey in1i,rac1 with each other than when they act in isolation.

(vi) Multi•discipluuuy: Modem theory of management is enriched hy conoilmtions
from various disciplines like p.wchology, sociolo.gy, economics. anthropology,
mathematics. opcrr,tions research and so oo.

Appraisal of Systems Approach 

The systems approach is ba�eo on the General :System Theory and is of great 
�ignific.ince to the mll.llll.gement of modern org11J1isation. It exnmines inten:elationship 
and i:nterdependen<:y among organisational part anti seeks to answer questioi\s ari�ing 
from these relationshi�. It concentrates on the working of various sub.-sy�tems so as 
to ensure the survival a11d growth of the system. 

The system approach ia an atte•npt to design an overall theory of managemem. 
lnterdependeucy and inter•relation.ships between various sub-syslems of the 
organisation is adcq_uately emphasized. A pressure for change io one sub-system 
general.ly has a direct or indirect influence on the other sub-syst.ems also. Thus. the 
systems approach acknowledges environmental influences which were ignored hy 
thc cla.ssicaJ lheory. It empbasizes adaptability (ability to respond to cha.oge) as well 
as efficiency. Hence, rigid rules ,md regula.tions cannol rJeol with uncertain and 
un�ntrollable events. 

The systems approach represents a balanced lhinking on organis11tion and management. 
It strcsw� th.at managers should avoid analyzing problems in isolation and ralherdevelop 
the ability för integral.ed thin.king. It prov ides a unificd focus to orgaoisatio�al efforts. 
It stresses the dynamic, multi-dimcnsional and adaptive nature of org.ani�ations. It 
provides a strong cortcepr.ual friUllcworl for mcarungful analysis 3tld under.ilandlng 
of otganisatioos. It i:ecognize1 the internction and interdepende.nce among lhe different 
variahles of the e11vironment. It prov ides clues lo the to the eornplex behaviour of an 
organisation. It warns ag.ainst narrow frsgmemed and p iecemeal approach lo problems 
by stressing inter•relationships. 

The systems approach is criticized as being too abstract and vague. It caimot casily 
be applied to practical problems. It does not offei: specific tools and techniqucs for lhe 
practising m1111ager. Mocwver. this approach doe.� not recogni.ze differences in systems. 
It fails to specify the riature of interactions aud interdependencies between an 
organisation and its externa! envitoomcnt. 

Contingency Approach 

A review of the earlier scbools of management helps us to place the currem approach 
to management in penpective. The perfo.onance resulls of the management process 
school's u11ivcrsalist assumptions were geoenilly disappointi.ng. The hehavioural 
approach lo management was incomplete. Certain quantitative techniques worked in 
some situations and not in others. The q1.1a11titative people could not solve bchavioural 
protilems and behavioural people c-0u!d 001 overcome operations problems 11daptable 
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The conlingency the(H)' tres;ses that thete is no one hest �tyle of leadership which 
will suit every situat11in. The effectiveness of a particular lendership style will vary 
from situahon to sitmni, 1n Por instance, panicipative leadcl':,hip may be more effec1ive 
in an otg,misatiön emploving professional personnel in a high lecbnö1ogy operation in 
an armosphere of non-marennlistic orienmtion and free expression. On tbe other band, 
authoritarian lea<lership \vould be more effective in an organisation which employs 
unskilled personnel on ruutine tasks in social values orient�J 1owards materialism and 

obedience to authority. 

Evaluation of Cont.in.:geucy Approach 

Contingency approach guiJes the managers to be adaptivt- h1 cnvironmenta.l variables. 
In other words, the mm1a_g1.1rs should develop s.ituational 'l"Cnsitivity and practlca1 
selectivity. Adoption uf 1hi� approach can be useful in the romrnlation of strategies, 
de-sign of effe.ctive ori.;anisations, plauning information systems. establi,shing 
c.ommwlicalion and control systen1s, sbaping moti:vational and leadership approaches, 
resolving conflicts. mtnlaging change, etc. This approach highHgbts lhe multivaria.te 
nature of organisations .and explains how organisations operutc under varying condltions. 
With its help. managers can design structure!-. which ure llighly appropriate to thc 
respective situations. lf an organisation is operating in iJ stahle environmenl, it can 
have a mechanistit.; siructure characterized by higb dl!g1ee of differenliation, 
centralizarion of authorify, rigid hierarchical relationship,-, ft.11.JS and regulations, etc. 
Bur if the environmen; is dynamic, organic st.ructure would be möre appröpriate. 
Organic struccure is dmracterize,d by decentralized decis,tm-making, collaborative 
relationslups, open i:;c;rminunication, scope for innovative dec.:1t.ior-1-ma.kfog, etc. 

Contingency approach uggests. the managers to condor eiwirconmental contingencies 
while choosing their styre and teclmiques. It discounts preconceived o.otions and 
liberated 1he manager,- frc,m dogmas and rigid behaviour. The management principles 
and techniques sbouJd he ta.iJored lo mee1 the particular situation, Readyma.de solutions 
for all the situations are not available. Contingency approntll tel Is the managers to be 
pragmatic and open-minued. 

') sremsApproadt vs. Contingency J\p1m�cl1 

Systems- Appr1>11cb Contingenc)• ,\·pproach 

I, 11 lay� emph:isi� oo thc 1111�1-Jependendc� iuul I. It idcntifics thc nDlu1c of in1er,depe11de11cie�
11)tcrncti,1ns arnm1g; �ysl .,,. , and ,uh-�ystcm,. nod 1hc impad <lt �nidmnment of orgasn,ational

llc�ign and man11geri"-I .,tyle,
2 It tn:ai- all organis11tio11, .1Ultc Size of the 2. Endi organisation i, 10 be: �tudied il� a uniquc

organba11un. 11ntl h\ ,uc111-cuh1.1ral seuin!! en1i1y.
an: not consi<.1,:rcJ. 

3. Il studies 11rganisa!lon al 1hr philo,ophkal J_ Il, rullnw� an �c1ion-11ricotctl 11pproaeh and su i� 
levcl. pn1�m,ul"- h ,,� ba<,',I on empincal siudio:s. 

4. It doe� nut cqmmcm '-"' 1he valitlity of the 4. Il rejccts lhe bl11uf applka1i{1n ot: lhc c)�s�ical
cla,sical prin-.1pks ot mu11.1i:emcnt prmciple� vf milnagernent.

5. IL simp!y t;iys down thni 1h� mganisatlon 5, The impa�t ol e,wirnnmenl on the orgam�ation 
intera<ll$ with .thc enYironr;a.cnl �•roctun.! uml mam1He11a1l Myle is the major 

cnnccrn of c-r:ll\t1flg<·ncJ upp.rouc.h, 

Contingency approach ii. tin 1mprovement över systerns 11pproacl1. H not onJy exumine.s 
the relalionshipfl sub-:-.y�tems of the. otganisar.ion, b.ut ab,t, lhc relationship bet.ween 
the organisatioh and ib cnvlronmem. The contingency ,1pproach seems to hold a 
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Maa.J!emen, S.:ience great de.al of promise for thc futurc dei,cJopmem of 1I111I1a,gement theory and prac1ice. 
1be other appruaches to management can all be inoorpor:ated into the contingency 
framework, However, the contingency approach suffersfrom two !imitations. Firstly, 
it does not recogll.ize lhc influence of management concepl� and 1echniques ori 
environment. Secondly, liter.iture in concingency management is yct no1 adequatc. 

  Operational Approach 

Kootnz, O'Donncll and Weihrich have a<lvocated 1he operalional approach to 
management. In doing �o, they have atlftmpced to draw together 1he per1inent 
knowledge management by relating it to t hc managerial job, i.e .. what managers <lo. 
This approach recognizcs that cherc is a central coce of knowledge about managing 
which e:tist& in maltllgement such as line and 6taff. patterns of depa.rtmen talion, span 
of manKgement, m,magerial appmisal and vurious rnanagerial comrol techniques. Many 
othec pertinent elements of Jmowledge are derived from other fields s uch �s applica1ion 
of system thoory. motivation and leadership, oeciiion-uiaking. group bchllviour Md 
cwperative systems, cmnmuoicat.iori, and mathematical analysis and practices. 

Openli.onal approach 10 inanagcmoo.t reganls Olllltagement as a universally applicable 
body of knowledge that can be bcought to bear at all levels of managing and in all 
types of ent.erprises.At t.he same time. the approach rec,;,gn.iz.es lhat lhe actual problems 
managers fäce and the environments in which lhey operate may vary bctwecn 
enteqirises and lcvels. J.t also recogni1.es that application of sdence by perceptive 
prnclitioner must lake this into accoont in <lesigniog practical problem solutions. 

The o_peratiomd approach to management is ba61:d largcly on the fullowing fundamemal 
beliefs that: 

(i) Management is un operational process irutially be.st di�ccted b,y Wlaly:dng tbc
management function,.

(ii) lf the lmowledge of management is to be prc.si:nted effectively, clCilr concepts
are necessary.

(iii) E'l:.pcrience with m.a.naging in a variety of situations can fumish ground.� for
clistillation of basic 1rnths-theory and principles-wbich have a clarifying und
predictive value in uridel'!'tsndi.ng and improving practice.

(iv) Principles of management cau become the foclll points for useful research both
to ascert.ain thcir validi1y at1d to improve their applicability.

(v) Managing is an an (like medicine and engineering) tht> should rely on underlyil'lg
scienct:-eoncepts, theory 1111.<l princ.i.ples and techoiques.

(vi) Whilc the total culrure and 1he physical and biological u niverse variously affcct
thc ma.oger's cnvironmem, as they do in every other field of science and art,
manai,,emel'lt scie11Ce a nd  theory need not encompass all knowledge in order to
serve as a useful foundation of ma nagement practice.

George R. Tony has advoca1e<l the use of "modi!ied managernent process" approach. 
This approach is quite similar to operational npproach suggesll"Xl by Koontz, ODonnel 
and Weihrich. Terry feels !hat such an 11pproach should be followed 'Mlkh can be 
t.ermed thc e!eclric process i;chool of management, feaull'ing the basic frame work of 

. the process approach modif.ied by certairi theories from olher appcopci;ite scbools of 



management thoughl. Electric means "consist!ng of what is selected" and this tem1 
ha� hee11 i111Crpreted to indicatc raki.ng the best from what is available in the management 
thoughl and working it into a single theory moulded around the process framcwork as 
the central corc. 

   Leading l\lianagement Thinkers 

l<',W, Taylor 

F. W. Taylor was the first person who insisted on the introduction of scientific meth.otls 
in management and it was he who, along wilh hi� associatal, made the fir,;t systematic 
study of management. He launched a new movement in 19 lO which is known as 
'Scientific Management'. TI1a1 is why, Taylor is regarded as the father of scienlific 
man agement. 

Taylor was bom in 1856 in Philadclphia, U.S.A. He start.ed hi� careec as an apprenlice 
in a small machine m aking shop in 1870 ,mtl rose to the poi;ition of chief engineerof 
Midvale Steel Worlcs in I 884 at the age of 28. To.ylor conducred a series of experiments 
over a period of more than !Ml dec.ade�. He eJCperimented wJth machines tools, speetl 
metals and the like. One of hi� experiment,; led 10 the diacovecy of high speed steel 
which made hipt very popu!ar. Other experiment� related to lile way men handled 
materials, 1m1chine� and tools which led him lo the tleveloprnent of a coordinaled 
system of shop management. In short, he e�perill)eflted indifferent ticlds to eliminate 
wastages of all types, increase 1he cfficiency of workers anti provide for functional 
management. 

Taylor was a man of sU'O!lg will and eonvictions. He wanted to apply ,;cientific roasoning 
to man�gement. After leavi.og Midvale Steel Works, he joined Bethleham Steel 
Company where he inlroduced scientific management. He was highly opposed by lhe 
management and the workers and hi$ services wete tenninated unceremoniously in 
1901. Taylor presented bis firat papcr entilled 'A Piece Rate System' in 1895. His 

· �cond paper "Shop Management" was published in I 903. fl focussed attention on 
his philosophy of management. His fan\Ou& hook "Principles and Methods of Scicntific
MaID1geme111" was publisbed in 1911 and his other contribution was ''f cstimony Before
the Special House Comm.ittee'" wh.ich was given in 1921. It may b� pointed out thal
the last two work� were combined in one hook entitled 'Scientific M1111<1gement' in
1947 by Harper & Brother.. New Yort.

HenriFayol 

Henri Fayol was bom in 1841 in Finance. He joincd a� juoior executiw in a French 
mining company in 1860 and rose to lhe position of its Chief Executive in 1888. As an 
eagineer he was fuUy coservant with the principle� and tecbnigues of management. 
His workshop experience contributed a lot to hi s thoughts on management. Hc felt 
that there could he a single udministralive sdence whose principles are universlllly 
applicable. i�pccti ve of the type of lhe organisation and irumagerial siiuation. Because 
ofhis empbasis on w.tiver.;ality of management princip)e,s, he is known as 'Universalist'. 
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l l. Write a short note on Human Relations Approach to Management.

12. Distinguish between Human Relations and Scientific Management approach to
Management.

13. Discuss in brief the contributions of Behavioural Science Approach and System
Approach to the stuuy of management.

14. Discuss the Systems Approach to the study of Manag.:ment.

15. (a) What is systems approach to management'! Explain the salient features of
this approach. 

(b) What are the major contributions of the Hawthof!le experiments to the

l:.vvlurivn of Management Thoughts 

present day organisations?

16. "Elton Mayo is k.nown as the fathcr of Human Relations School". Comment.
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UNIT-3 

MANAGERIAL SKILLS 

3.1 

3.2 

3.3 

3.4 

LE.ARNING OBJECTJVES 

Levels of Mwag,m1ent 

Managerial \k.il/s 

The Job nf a Manager 

Managerial Role� 

3.o Introduction 

The term ·Manager· cuu11eys different meanings to d1fkrnn1 peop!e as there are no 
prescrföed duties and qualifications of a manager. ln a b1g coterprise, there are two 
distinct classes ofemploye.es, viz., (a) operative employtt:!- and ( b) personnel employeq 
to supervise othet· employees. Tl;le personncl of seconll .:4-1tegory are termed as 
managers, In the worcb(lf Edwin B. Flippo. "A manager i,c; une who exercises authörity 
and leadershipover other personnel; the president (chief executive or general manager) 
of a company is certainly ,l manager and so also is the depa.nmental head or a forernan," 
Thus, ch.ief ex.ecuti ve. uepartmentnl head�. secfo.)n ofhui:,f$. t1Jremen and supervisors 
are all managers as they are responsible for instructing :1n\i );Uiding othcr personnel. 

3.1 Levels of Management 

The term 'levels of inanagement' refers to a line of Jcrnar.:.-ation between various 
managerial positions in an \irganisation. The numb(!r 01 kwh of rrtan::tgemcnt increase 
when the size oftht� bu�iness and workforce increases. Thcr� i;; a limit to thc numbcr 
of subordinates a persön cun supervise. Leve Is of mana1tcment arc incrcased so as to 
achieve effecti ve super\ii,ion. 

The number of leve!s of rna,nagement cann.ot be incre11��J to an unlimited e.\te-nt 
because it may create ma11 problems. It may complicat<! the t.:ommunication proce:.s 
�od make coordinatmn .md uontrol difficult. Therefore. i1 ,.,, desirable to restricr the 
number of levels of management. Bul the fea.sible �pao 1>f control should not be 
widened fo restrict th� number of managerial leveh. :\\.'c.irding to Urwick, "In 
determining the number ol levels which are necessary. p1im� Ngard should be gi,1cn 
to the span of control ond not vice versa. Forcing mam1gcrs lo exceed their feasible 
span of control merely in order to reducc the numbet ,.1f levels will incrcase 
administrative and sucii:11 <listance". 

In most of the big organisathms, there are. general\y four Il!\-·h ,..1J management, namely, 
top mana.gement, upper mi<ldle management. m1ddle nmmig1.;ment and lower leve! or 
first line management. These h:ive been shown in figu11: I 

3.1.1 Top LeveJ Management 

Top management of a tuJ11pany consisb of the Bqard of Dir(;ctors and the Chief 
Executive or the Mam1�111,x Director. It i.s thc ultimatt' snurci: of authority and it 
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concemed wi!h directionand control functions of management as co111pared to planning 
and organizing. They irnplement lhe policies of top management communic�tcd to 
them hy the middlc leve! managers. 

Managers at the lowest leve) are nlso known as first line supervisors. They represent 
a link bctween the mallagement and the workers. The imporU<nt iunctions of a 
supervisO!' or lower level exe,cutive arc Jiste<l below: 

(i) To plan and organiire the activities ot the group.

(ii) To arning,, .ror neoessary material, machines, too.ls, etc., for workers and to
prov ide them the necessary working environrncnt.

(iii) To provc trai11ing to che worker.;.

(iv) To supervise attd guide thc suhoruinates.

(v) To solvc problems of lhc wor�.ers.

(vi) To communic11te worl<ers · problems to thc higher leve! management.

3.1.5 Intensity of Management 'Functions at Different Levels 

From the above discussion, it can he cxmcluded that all managers. top, middle and 
first line perform the same managerial funclions. The main diffcrence between their 
joh� in terms of management functions is empha&is. Pi$ shown in f'igure 2, tlie top 
,mmagement spends more lime ou planning and organizing than does thc middlc and 
finit line management. The middle management spcnds more timc 011 directing and 
cootrolling than the top management. The first linc managers devote les� time on 
planning and oi:ganiting and rnore time on diiecling and controlliog. Thus, the lime 
and effott spent on diffcrent functions will dcpend on 1hc leve! on whi-:h the manag,;r 
is placed in the maoagerial hierarchy. 
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•1gure 2: ManagelDenttuncllBn� st dUT11rentlevels

3.2 1\-lanagerial Skills 

The job of s. manager deinllJlds a mixture of many types of skills, whethcr h,; belongs 
lo a business oc-ganisation, an educationnl institution," hospital or a club. A manager 
i6 su�-cessful whcu hc i$ ablc to make a sn,ootb functioning team of people worlung 
under him. He is to reconcill}, coordinate and appraise the vsrious viewpoiot.s and 
talents of people wor.ung UDdet rum towards d,e organi�&1ion goals. He has also 10
plan and organise tbe opet1il!inns of the eoterprise so tbal lhe s11bordinates arc ahle ro 
use the material reso<1n::es in the best possible manner. For thi6, he must use the 
various skill& in appropriate degrees, 

We can broadl.y classify the &k.ills i:equircd hy managers inro the foll◊-wing thri:e 
cotegories: (i) Conceptual skills (ii) Human skills. and (iii) Technical skills as shown 
iJl FiJ)ure 3. Technical skills deal with jobs, human skills with persons and concep!Ual 
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3.3 The Job of a Manager 

Management is planning, organi1.ing, staffing, dirccting and controlling for the 
accomplislunem of ofganisa1ional goal.:., Any person who performs 1hese functions 
is a manager. The fäst line manager or supervisor or foreman is also a manager 
hecause he 11erfon:ns lhese funcfions. The difforcnce between the functions of lop, 
midd!e anti Jowest leve! management is (hat of degree. For instance, top managemenl 
concentrates more on long-range planniog and orgllllisatioa. mirldlc leve! man8gemcnl 
concentrates more on co-ordination and conttol and lowes1· leve! managem.enl 
concentrates more on direction 10 get the things done from the wor.l(ers. Every manager 
is concerned wilh id=, things and r1eople. Management is a creativc process for 
in tegrating 1he use of resources 10 accomplish certain goals. In this process, itleas, 
thiJlgs anrl people are ..,,,La] inputs which are to be transfonned into output consistent 
with thc goals. 

Management of ideas implies use of concepwal sldlls. It has 1hree oonnot11tious. 
First, it rcfers 10 1he necd for a pra.ctical philosophy of management 10 reg al'd 
management as distinct and scientific process. Sec01ully, manageme11t of ideas ref ers 
lo lhe planning phase of managemem proce&s. l.a.�tly, management of ideas rcfcrs to 
o-eativity and innovation. Creativily refers to generaiiou of oew ideas and iooovatioo
l'efers lo transforming idea into viahle realities and utilities. A manager mus( he 
imaginative to plan ahtad and lo <..-reale new ideas.

Ma11agemen1 of things (non-human resow-ces) deals with the design of production 
system and acquisitiO'II, allocation aod conversion of physical rcsourccs 10 achicvc 
ccrtain goal$. Manageme111 of people i� conccmed with ,ll(OCUremel'lt, de..,,elopmcot, 
maintenance and integration of human resourccs in tbe organis;;tion. Evcry manager 
has lo direct his subordinates lo put the organisation plans into practice. 

The greater part of every manager's time is spent in com:mWlicati11g and dealiog with 
people. His effom a.re. directed toward� ohtaining infol'JTlation and evaluating progress 
towatds goals or target� and then laking corrc:ctive action. Thus. a man.agcr's joh 
primarily consists of m-.inagemenl of people. 1bough, il i$ his duty to handle all the 
productive resourcei., hut human factor is more important. A manager cannot convert 
th1: raw material into finished products himself; he has to take the help of othe1·s lo do 
tltis. The greatcst problem hefore any manager is how to manage the personnel to get 
the best possible results.. The manager in thc preseot agc bas to deal efficiently w ith 
the people who are l0 coritributc for the achi�vement of organisational goals. 

Peter Drucker has advocated that the manijgerial appme.c;h to haJ1dle workers a,id 
worl<. should be pragmatic and dyruun.ic. Every job should be designed as an iotegratcd 
set of operations. The worl::ers shoultl be given a sufficient mcasure of freedom to 
organise and control theirworkenvironment. It is lli.c dutyof every manager to educate, 
train and de..,,eJop pcople under him so that they may use their potentialities and 
abilities to pe.rform the work alloued 10 !hem. He is &bo to help !hem in slllisfying 
their need$ and aspirations tlirough i.nceotivcs. For getting bcRt contrihution from the 
people worlcing under him, hc must pro..,,i<le them with proper environment. The 
manager must create a climate which briogs in and maiotains satisfaction and disdpline 
among the people. This will increase org11nisational effectivencss. 

3.4 Managerial Roles 

A role consists of the behaviour pal!eros expected of a manager withi.n an organisatioo 
or a functional unil. Henry Minl7.herg conducted a comprehensive survey on tbe 
suhject of man�gerial roles and integraloo his findh1gs wilh the result• of a study of 















UNIT-4 

MANAGERIAL PLANNING 

LEi\RNlNG OBJECTIVES 

4.1 Principli:.� ut Plunning 
4.2 The fö.,,;exs uf Planning 
4.3 Essentlal Rcy_ui11::mi:nls of an Effeclive Plan 
4.4 Derivari,•e Plans 

4.5 Planning Pn::mi�es 

4.6 Busine�t- f'orcrn�ting 

4.0 Introduction

Planning is the mos1 bastl' of aH management function� sin e it involves deciding of 
future course of ac1ioo TI1e other functions of tnanagemeJJt. viz,., organizing, sraffing. 
directing and contro1Jirlg. must reflect proper planning. A manager organizes, direcrs 
and control!-l to en,<1ure tht arcomplishment of predetemw1cd g1Jals according to plans. 
Thus, planning logk:illy prccedes ihe execution of all othcr managerial functions. 
Although, all the func:11on1 intermeshed in practice, pfon111ug is unique in the sense 
that it establishes tht! obyc.ct1ves for tbe group effort and kty:. Jown steps to accomplish 
fhem before the manager proceeds to perf orm other fi1.nctloos. 

Definition of Planning 

Planning is the pro�es., of Jeciding in advance what i.s lo be done, who is to do it, 
how it is to be done Jnd when it is to be done. It is the <leLcrmination of a course oJ 
act,ion to achieve rhe ,fo�ired result�. h hridges the gap frbm whern we are to where 
we want lo go. It ma!.e:; it po�sible for thjngs to occur wh1th would not otherwise 
happen. Planning i� a mental process requiring the use uf intellectoal faculties, 
imagi·nation, foresighl t-md sound judgemcnt. In the words ol Koontz, O'Donnell and 
Weihrich, ''Planning � un tntellec111ally demanding proc.eis� it requires the conscious 
dete,rmination of cour�t<� ut' ,1cti.011 :tnd the basing of dechi.01llt on purpose. knowledge 
and eon sidered estim,1tcs ...

\Plann!ng inv_olves.antlc-ipation of futur� i::o�rse of events. anti .Jecidi.ng �he hest course
bf act1on. lt 1s bas1cnlly a pröcess of thmking before döin!,!, 'To plan Is to produce a
scheroe for futurc 11.:rhm. to bring about specified re:-.ult.!>. at specified cost, in a 
specif"ied period of tnne. It i� a deliberate attempr to influence. exploit. bring about 
and control the nat11rc. <Jircdfon, extent, speed and effed� of change. It may even 
attempt deHberately 111 ,·1eare change, remembering alwuy-. that change (like decision)
in any one ,ector wi!l in the same way affect other seclors•·. Planning is a deliberate 
and conscious research used to formulat� the design and nrderly sequence of actions 
through which it is �xpected to reach the objectives. ThllS, we. l'.an say that planning 
isa systematic attempr te• Jecide a panicular course of llclioo for the future. It leads 
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M�nagcme11t Sc,encc faclors ai t.he timeli of premising. It may be pointc,! out that the. premises which 
may be of strateg1r 4tgnificance to one enterprise- may noL be of equal significance 
to another beta11�e of size, nature of business. naturc öf market, etc. 

4. .Bu.siness Fan:41,usting: Busincss is grea1ly inHuenced by economic, sociali 

political and rnternational environmenl. The mam1gement must have a
mechaoism ul forecasting changes in such env11•u11ment. Good fomcasts will
contribute lo the d'fectiveness of planning.

5. Dynamic Managers: The persons concerned � ith thc task of planning should
be dynamic in t,01l,Xik. Tbey must take the requir(•!.l initiative to rnakc busincss
forecasts and Ju\1dop planning premises. A manager sbould always keep in 
mind that plunning i'-! looking ah.ead and he is muk1ng plans for future which is 
highly uncert . .1.111.

6. Flexibility: Sorne element of flexibility must be introduced in the planning
process becausi: modern business operates in an environment which kc.cps on
changing. For ac.t1i(,vi1.1g effoctive results. there �hould always be a scope to 
make necess�ry uJ<lition, deletiön, or alteration in the plans as is demanded by 
the circumstance�

7. Availability Qj Rt·.i:ources: Determination and evn.lu.t.1tiun uf altcrnatives should
be dooe in tbe l1�1 c,,f re.-sources available to thc management. Alternatives are.
always present w all)' Jecision problem. But the11 1elative plus and minus point.s
are to be evaluateJ it1 the light of the resources av,1il1.ibJe. The alternatlve which
is cbesen s.hould not only be concerned with Ull.'.' objective.s of the enterprise.
but also capablt· ul be.ing accompfö;hed with cht hdp .{,f the given resourccs.

8. Cost-Be11efiJ 1\11,tlJsis: The planners must undertuke oost-bcnefit analysis to
ensure that the b�nef1Lo; of planniog are more than the cust invoJve.d in it. This
necessarily calls for establishing ineasurable goali-. t!lear insight lo the altemati ve
courses of action .iv:dhLble, premising reasonably and fonnulation of derivative
plans keeping in \'lt:w tbe fäet that envirooment i� fost-changing.

4.1 Principles of Planning 

The important prinL'tpk'> vf planning are discussed belcw.: 

1. Principle of Ctmtrib1ulo11 lo Objecifres: The purpose of plans and thcir
componenrs i:- In Jcvelop and facilitate U1e reah�utwn of organizational aims.
Long range plan!> :.bould be interwoven with medlu111 rangc plans which, in
tum. should be meshed witb short range ones in order to accomplish
organizational obje-..·rives effettively ahd econornkally.

2. Pri11ciple of Perw1si11ene-ss of Pla11ning: Plunning is found at all levels of
management. �trategic planning or long range phurning is rclated to rop
management, while rntermediate and short rangc platlmng are the cancern of
middle and operull!Ig management respectively.

3. Principle of Lim/ting Factors: .Planning mu�1 t.ike the limitiog factors
(m.anpower. monc.>y, machines, materials and management) into account by
concentrftting 011 l.hl"m when developing altemati ve plans, strategies, policies,
pro·cedures and ::i.tandards.

4. Pr:i11ciple af Flexibility: Flexibility should be buill 10to organisation plans.
Po!;sibi'Ji_iy of err,,r in forecasting and d�cision m!Jking and foture uncercainties
are the two common factors whieh caU for flelt1bilL1y m managerial planr:iing.











so on. Short-range planning is generally action-oriented and is the responsibility 
of lower leve! mänagers. 

4.2 The Process of Planning 

It is difficult to specify the steps in the planning process for all organizations because 
of their diffe.re.nces in isl1� and complexity. Nevertheless, il is possible to suggest 
some importanl steps for t!lfective planning. The sleps whid1 are applicable to the 
mosl types of plans arc Jiscussed below; 

(i) Establishing Objectives: Planning is an intellectual process which an execuLive
carries oul befo,..: he does any job witb the help ut othcr people. But while
planning, the qu�11on which must arise in the mind of the e:>,ecutive is ''what is
the objective of du1og the job?" So the first step in planning is the detennination
of objectlves. Objecoves provide direction Lo various activities in I.be enterprise.
Planning has no utilit> ifit is not rela.ted to objectives.

The establishment of objectives can, at limes, be n'lore i.mportant than the
objectives themselves sim;e their-establishment emphasizes how various people
and units fit inlo th� overall organisation framework. The formalizatioo of this
process can also be used to motivate individuals lo achj<!ve objectives which
they have helped 10 establish. Objecttves darify the lasks to l;>e accomplished.
Overall object:ives define what is to be accomplished io the, .general terms,. The
derivative objectivcs ddine what is to be accomphshed m general terms. The
derivatlve objecti ves focus on more details, that is, what is to be accomplished,
where action is to lake place, who is to perförm it, bow it is to be undertaken
and when it is lo be nccomplished.
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Figure 1:Steps in planning 
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{ii) Collectio11 of Information and Fotecasting: Sufficient information must be 
collected in order 10 make the plans and sub-plans. Necessary information includes 
the critical assessmenl of the current status of lhe organisation together with a 
forward look at the envir1 •nment that is anticipated. The assessment af externa! 
environment may consider the strohg and weak pornts of the organisation. 
Collection of information and mal.ång forecasts serve as an important basis of 
plannlng. 

(ili) Development of Planni11g Pretni$e$: This step involves rnaking assumptions 
coocerning the behavior oflnternal and externa! factors rui::ntioned in the second 
step. lt i� essential t�) identify tbe 1tssurnptions on which the, plans Will be based. 
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Manag�ncnt Sdcnce Assumptions åenote the expected environme111 in th.: future and are k.nown as 
·planning pr�mise-.'. Again, forccasting is imp,,r1an1 in premising. It helps in
making reali"tic diisumptions aboul sales. cost:1. pri, t''>, products, techno!ogical
devclopmenv, ,. �IC' • 111 the furure. The assumpt1011<.. ;1l�1ngwith the future forecasts
provide a basi� for rhe plans. Since future 011v1ronment is so complex and
uncertain. it wuulJ not be realistk to make as<:u1upti11us in grcater dctails abollt
every environrncn(al factor. It is adv isable to !mut premising to those factors
which are crilical or strategic to the planning pr,)1..·c-s,.
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(iv) Sean-h oj Alterm1dves: lJsually, there are scveral :.i.l.ternatives for any plan.
The planner mu1,t try to find out all the possibk 1.1l1t:n111tives. Without resorting
to such a searcb. he is likely to be guided by hi'- lnnitcd imagination. At the
timc of finding ,1r developing altematives, th,; pbnncr should try Lo screen out
the most un,..1:lhle alternatives sö that thcrc .. 1rc only a limited number of
altemativc.fordi:uiikd analysis. It may be noted th,11 di!Lermination of alternative
plans can be a t"ime consuming task becau">i: uhjectives which havc bcen
established iniually may be found to be. infle>..ibl-.-. Jr is also possible that the
assumption need revision in the light of the ch�mgcd i.:ircumstances.

(v) EtJaluauon uf Alternatives: Once alternative a�·11u11 plans have bee.n determined,
they must be �valo�tc<l with refercnce to cnn-;id�rmions like cost. long rangc
objecti ves, I imitctl resources .. expected pay ba,d .. n.Kk und many inl.ru:l grble fäctors
to select the satisfoctory c,ourse of action. Many quantitative teclrniques arc
available to evahiate altematives. The. manat1e1 ina_y take the help of these
techniques u:-, r�m.'h the most objective result. The he,._t possible alternative may
be chosen by 1he .. nanager after d.etailed an;-ilJ�is. Sometimes. evaluation of
available altenmtives may disclose that two or 11101\\ courses are advisable and
so the concerncJ manager may decide to chciost.' tw\.1 or more altcmatives and
combine lhem ttl suit the requiremenls o( the ,,11u;1i.!nn.

(vi) Selection oj /!Ian and .DevelopmenJ oj DerivfJtivc J'lan.\·: The final slep in the
planning pniGCS� is (O selcct the most feasible. ph\n a11d dcvclop derivati.ve plans.
The plans must ,ll'lo include the fee.dback me�:hanbm. The hierarchy of plans
must be both intt·grnted and tlexihle to meet the changing intemal and externa!
environroent.

The derivalive plans are required to support thc bask or overall plans be.cause
the latter catmot be ex.ecuted effectively un!ess- lbt:y are supported by the
derivative or >t1h-plans. The derivative plans are developed witbin tbe framework
of the basic i•vcrall plan. For instance, if an airljnt� decides to acquire a tleet of
new planes. 11 \\ 11! be followed by th� developroent of a host of deri vari ve plans
deaJing with thl! c!mployment and training of various types of personnel. the
acquisition of '<pare parts, Lhe installation of maintennnce facilities, schedu\ing.
advertising, l'inancing and insurance.

4.3 Essential Requirements of an Effect.ive Plan 

An effective plan tli 110c which helps in the better management of thc enterprise. In 
order 10 be effecuvc. o plan should possess the followiul! 1.:haracteristics: 

(1) The Plan s/,oulcl be Specific: The more speclfk it is, the less chance the,i' is
for it to be llll'•i11torpreted. Objectives should bl! Cll•arly defined. The, mean.s for
canying oat tik plan �hould a\so be indicate<l in unu01biguou� terms.

(2) The Plan sh,mld be Speciftc: The more spec1i1c il 1�, the better 1t is. Jt:facts arc
not availabk, rc;l:-(ltlable assumptions must be 111,hk about the future.



(3) The Plan shofJ.U be Compfcte ,md /11tegmled: A plan is said to be complcte
whcn it is comptebensive enough to cover all actions ellpccted from i nlegrated
one when v.arious administrative pla11s arc so wclded into one another that the 
wholc u11dcrtalcing operates at thc peak of its efficiency.

( 4) The Pia 11. sht>uld be Flexible: No plau is infallible nor can it cover all possihJe
conlingencies. Conditions under wliich a plan will be rnosl cffcctivc �hange as
do thc variahlcs and fäctors on which the plan is fonnulated. Therefore, it is
csscntial 10 introduoe somc OcxibiliLy in every pla.o.

(5) 1/ie Plan should be Capable of bei11g Ct:mtrofled: Effectivc planning of busincss
activities depellds upon the ability to forcscc with uunost accuracy the nature
and rcquircmen� of future cvcnts rclating to iniiustry in general and the bu�ine�s
undertaking in partic1.llar. Then:fore, the plll.l'I must distinguish between
controllab!e future envirooment for better administrative control.

4.4 Derivative Plans 

Planning consists of several components or dcrivative plan1 that are generally bound 
logcthcr. These components are also known as plans. 'fbey include projects, policies, 
programmes, strntegie&, procedures, methods and budgets. Now we .�hall discus.s 
thc�c plans which could be classified into (I} standing plans; and (2} singlc-use plans. 

( 1) Slanding Plans: The operational plans of a business organisation consist of a
number of sub-plillls or detivative plnns which may be gronpcd in\o two broad
headings, n.amely, standing plans, and s.ingle use plans. The standing plans are
made to he used time and again. They are formulated to  guide managcrial
decisions and HCtions on probkms which are of recuning nature. That is why,
stanuiog plans are also known as 'repeated use' plans. St.inding plans include
policies, procedures, metbods aod rules and regulations.

Standiog plans are formulated to achieve uniiy and uniformity of efforts iu
meeting repetitivesituations arising at various levels ofthc entcrprise. They arc
thus etTective devices of coo.rdination. They act as ready guides to deal with
recurrin� problems. They hclp in thc effectivc management of bllsincss eaterprisc
in several respects as stated below:

(i) Stand.ing plans fadlitat.: delegation of audiority 10 lowc,· leveJs without
ahdication qf accouotability al successively higher leve!s.

(ii) They are effcctive mcan� af ac.hieving ll"te goals of the enle1J)rise. Goals
may tend to l,e vague, complex, multidimensional and. sometimes,
conflicting with one anolher in the absence of standing plans. 1n order to
overcome such difficulties, it is csscutial to devclop a lli�rarchy of policies,
methods, procedur\\s and rules to serve as 1eady frames of reference
wbenever lhere is some difficulty iu taking a Jlla.llllgerial dccision.

(iii) Statlding plmls belp in achieving coordination in lhe cnt..,rprise. They tcnd
10 achieve CO!llli!nency, uniformity an<l unity of effol'IS in thc enterprises.

(iv} Standing plaDs ensur<: quick action whenever need arises be<:ause there is 
110 need to repent the reasoning and analysis reqllired initially 10 design a 
standing plan whenever a similar situation anses. Thus, they are greal 
Jabow--:!ll'l'ing dcvices as they provide frame.� of merence for tackling 
recurring :situations. 
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Management Science (_v) Standing plans facilita1c better administrative control. They provide the 
rational bai;es of evaluat1ng the results af elltirts of persons working at the 
various levels in the enterprise. 

(2) Single-use Plans: Single-use plans are rnade for handling non-recurring
problems. They are also lmown as ·specific' plan� as they are tailored to fit the

BOl< 3 

Oistinction between S1anding and Slr1,1:le•Use Plans

Standing Phrns Sin)!le-use Pl�nt 

J. !t is made Lo meet a ,itu�tion which i, !. h is madc to mee! a part,cular Situation 
of recurring nocure. only. 

2. It is ll�ed time and a�:11n. 2. It is ll�cJ fora �pedfic p11rpose only.

]. It is m�de to aeh,�vc lln1formity and unity 3. h is made to. cal�r toa part,cular situation
of efforts in mee11n� '"pet,tive situations IL cea,es tn c.�i�t nflt1r its purpo�e i�
throughoul 1he entcrprh�- serwd

4_ Tlje, e�amples of rep,wtive \JSe-pian:; are: 4. The c,��•nple, of sing,k-u�e plan� are;
(i) Poli�1�5 (il Pro;;,n11u1n<:>
(ii) l'roci:dun:� (ii) Prnjcc:1\
( iii) Melhods (iii) Budi;ch.
(iv) Rules.

specific situations. A single use plan is formulated to handle a non-repeutive, 
oovel and unique problem.1t can' t be. uscd aga in and agäin. lt becomes obsolete 
after its purpose bas been achieved. The example.s of sing,le-use plans are, 
programmes. projects and budgets. 

4.5 Planning Premises 

Planning involves ta.king of Glecisions by the managemcn! on the ba'sis of assumplions 
of what is likely lO hu:ppen in the future. Thcse assumptions may be refen·!!d to as 
planning premises since they constitute the basis of planning. Sucb assumptions arc 
norhing but forecasts about tbe likeJy shape of events io future. Every manager assumes 
that certain entlties will behave in a particular way. The assumptions are not rnerely 
based on experiem:e or intuition but also on systematic prediction with the belp of 
quantitati ve techniques 

Planning premise� constitute the framework witliin which planning is don-e. They 
prov ide the bedrock upnn which the furure course of action is bused. In order to have 
effecli ve planning, the plans must be based oo soimd premises. Therefore, the prernises 
should be bascd on systematic forecasting. Though, derivation of premiscs in thc 
form of forecasts isa rigorous fo.nn of re-search acti, 1ry which involves huge cost 1 it 
is essenrial 10 enham;t: the effectiveness of planning. Tnese forecasts are based upon 
bolh past eveuti; as well as expected events. It is wrong u..i s.ay that only future estimates 
are taken as planning premises. Past cvents aro a uselul guide for deriving reliable 
planning premises. 

4.5.1 Types of Plann_ing P.remises 

(i) lnternal and ExternaJ: The iotemal premise� ,nduoe those originating from
t,he sates forecu,st, the existing policies and programmes of the organisatiofl.
capital inve.stment policies, philosophy of management, etc:. The abi.lities a j
slcills of the workers arc also significant interna] premises. The externa! premises.
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ltl) Semi-controllable premises - labour policy. pricing policy, share of the firm in 
the mar.k.et. 

(e) Uncontrollable prem1ses - government policy regarding plant location and tax
structure.

Sugar Industry 

ta) Interna! premises - capita! investment and sales forecasts. 

( b) Ex.tcrnal premises - product mark.et. location and availability of raw materials.

(c) Tangible prem1�es - production capacity. scope for expansion.

(d) Semi-controllable premises - e,dsting and future share of the company in the
market.

(e) Uncontrollable premises - Government licencing policy; lax.itlion policy and
socio-cultural factors. multinational corporations.

4.6 Business Forecasting 

Forecasting is a systematic attempt to probe future with rhe J1elp of known facts. It is

the "research procedure to discover those economic, social and financial intluences 
goveming business activity, so as to predict or estimate current and future financial, 
production and marketing operations" Thus, forecasting 1s the process of predicting 
future systematicaJly. The result of this process is known as forecasts. 

Significance of Forecasting 

Forecasting is an essential element of planning. It mcans estimating future on a 
syslematic basis. Almost every business executive makes forecasts of one thing or 
the other. The need to foresee future on a systematic basis was very well emphasized 
by Henri Fayol. He was of lhe opinion that the entire planning in business is made up 
of a series of separate plans, called forecasts. L. Urwick also visualized the 
pervasiveness of rorecasting in every aspect of busines:.. According to him, "The 
man who engages staff u�ually has an eye to future organisational requirements" 
Thus, forecasting is a necessary activity for any business right from ils birth. 

Forecasting has assumed great importance in the modem business world which is 
characterized by growing competition, rapidity of changes in environment, fast 
technological changes and increased govemment control. It offers the following 
advantages: 

(i) It helps in effective planning by providing a si:i�ntific and reliable basis for
anticipating future operations such as sales, prnduction. inventory. supply of
capita! and so on.

(ii) Forecasting aims at r�ucing the area ofuncertainty thal surrounds management
decision-making with respect to cost. production. sales. profits, pricing, etc. If
the future were known with certainty, there woukl have been no need af
forecasting. But lhe fulure is highly uncertain anJ M) lhere is a great need to
havc an organized system of forccasting in thc organisation.

(iii) Making and reviewing of forecasts on a continuous basis will compel the
managers to think ahead and to search for the best possible decisions with a
dynamic approach.











Principle of navigatii>11td chan,ge: This princip le require that managers should periodically 
check an evems and redraw plans ta maintain a course towards the desired goal. 

Corpora.te planning: Oe fined as a systemat.ic and comprehensive process of planning 
· taking account of the resources and capability af the organization and the environment

within which it has to O}Jerate and viewing the organizatioo as a total corporate unit.

Divisiontd Planning: D1visional planning relates to a particular di vision or department.

Review Questions

1. "Managerial planmng seeks to achieve a coordinated structure of operations".
Comment.

2. "Without planning, an enterprise would soon disintegrate, its actions would be
as rand.om as leaves scampering before an autumn wind, and its employees as
confused as ants in an uptumed anthill". Elaborate the statement and examine
the significance of planning in the managerial process.

3. ''ManageriaJ planning is more of a ritual in a fast changing environrnenl". Comment.

4. "Planning is a mere wastage of time and money''. Corument.

5. Discuss the causes of ineffectiveness of planning. How cao they be cured?

6. What do,you understand by planning? What shouJd be done to overcome ils I.imitations?

? . What do you understand hy planning premises? What are their differcnt types? How
does correct assessmenl of planning premises help in preparation of reliable plans?

8. fa.plain various kinds of planning based on time horizon and levers of management.

9. Why is it' necessary to determine the time span of managerial planning? How is
long-term planning different from short-term planning'!

I 0. What is Planning'/ State what advantages does planning 1-:onfer to an organisation? 

I I. E"'plain briefly the principle of flexibility and navigalional change with regard ta 
managerial plaoning. Distinguish betweenshort-ter:m plannmg and long-1erro pbmoing. 

12. Explain tbe significance of policies in management. Briefly describe the process
of policy formulation.

13. What is Business Forccasting? How would you say that scientific fore�asting is
a musrfot dependable planning? Describe the main steps in b1Jsiness forecasting.

14. Explain 'planning premises'. List the pla:oning premises, you would have as a
manufacturer. of any ONE ofthe followings: (i) Cement. (ii) S·ugar, (i.ii) Liquor.

15. Discuss briefly the various techniques of forecasting.

y
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Principle� c•l Organjzation 

Span or Management 

Organizalinn C'harts 
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Forms ol Or>,pm1Lation Structure 

s.o lntroduction

Organizatiön is the b,l"k.btmc of management. Withnul cfficient urganization. no 
management can pe1form i� funclions smoothly. Sound 011,?äOiZation conuibutes greatly 
lo the continuity and ·i.ut,t;ess of the enterprise. Onc:e A. Camagie,, an American 
industrialist said, 'Tal\· away our fäctories, take ay.•ay our trade, our avenucs of 
transportation, our Olt•ni:y Leave nothing but om: organwiuon and in four years we 
sltall have re-e�tabli:-he<l oursel ves1

'. That shows the s1gm fkance of managerial skills 
and organization. Howt•vcr, good organization strucwn;: Joe:s not by itself produce 
good performance -ju•!! :.ts good conslitution does nol gu:1rnntee great presidents, or 
good laws a moral society But a poor organization slructure make,� good performance 
impossibk, no tnatter Mw g(')od the indi.viduals may be. The righl organizåtional struc.ture 
is the. necessary founJ�.ui<m: wilhout it the best perfnnn:mce in aU otber areas of 
maoagement will b\:. incffectual and frustrated. 

Sound organization bring,s about ihe following advant,1�cs· 

1. Facjljtales athriotntnt of the objectives of the emeq1m,c.

2. F.1dlitates oplt.11111111 use of resources and new t,;:i.<h11u!ng1cal developmenc.

3. Facil'ilates gruwth ,md diversification.

4. Stimulates creauvuy and innovation.

5. Fac.ilitates effet> ti,1e �ommunication. 

6. Encourages b�llt.'r relations betwecn the labour and che management.

7. focreases employ�es' satisfoction and decrcase, crnpl1lyee turnover.

Concept of Organization 

The term 'organizution' ,Onnotes different tbings to c!ifferent people. Many writers 
have auempted to srnte tbe mUure, characteristiL:s and principles of organization In 
!heir own way. for in-..1ance, to the söciologist organi.zation means a study of the

5.0 Introduction











5.1 Organization Structure 

An organizat ion structu re deMtes the au Lhoril y and responsib1 tity relal:ionships be1wcen 
lhe various position� in Lhe m ganization by showing who tcports LO whom. lt isa set of 
planned relationships bclwee-ngroups of related functions au<l between physical factors 
and personnel required for 1..he achievement of organiza!löuul goals. 

Organization involvc..) e,l!1blishing an apprqpriate Stru<,;tute- for the goal seeking 
activities. The structurc uf an organization is genera!ly ,�hown on an organization 
chart or a job-task py,:umd. It shows the authority and O:'>poosjbility relatton-ships 
becween various pos11ions in the organization . .It is significant to note that Lhe 
organization strucnrn, i:, d-l.rö�tly related to the attainmcnt ol lhe organization objecti ves. 
For inst;mce, if an umknakrng is- in production linc, tl1e <lornjnant element in its 
organization cbärt W1)uld be manufacturing and assemblfog. A good organization 
su11crure should not be 1-;1,nk bur dynamic . .lt sbould be subji;:ct to change from timc Lo 

lime in the lightofthe cl,anges in Lhe business envlroon1ent 

Developing tbe Organi1,ation Structure 

There are two types ut' Slllt<.�lural variables, namely, ba�u; l'>tructure and operating 
mechanism. Designing lll hasic slructure involved such t.:(;,ntral issues as how the 
work of the organizauuu will be divided and ussigned among posi'tions, groups, 
departments, divisions, etc ,md how the coordination nece.5sary lu ach.icve organizational 
objectjyes wi.ll be brought about. But operating mechanism, on rhe.other hMd, includes 
sucli factors as information i-yl'>tem, control procedures. rule!- :1111.J regulations, system 
of reward and punishmn1t-. etc. 

The developmeot of organh.at1tin strucrure deals wilh two lacts. nameJy (i) the functions 
which are lo be performed and (ii) the form of structure The first fäet requires thc 
determination of ,i.ctiv1t1i;:,;. the orgMization needs and divismn of �bese activities keeping 
in mind degree of speciulization il' can afford. The second fac.t, i.e., form of stnlcture, 
requires a detailed study and application of many organizational principles and practices. 

Organization structure establishes förmal relationships among various positions in the 
ente{1)rise. The fonnal relnt1ons may be c-lassified into the fo-Jlöwing c-ategorres: 

(i) Relations betwcen the senior and the subordinates and vice-versai

(i.i) Relations betwee-n lhe specialist position and lhe Jine positions; 

(iii) Staff relations; and

(iv) Lateral relations.

5.1.1 .Difl'erentiation and Integration of Activi:ties 

Differentiation and integration of activities relationships are very importa1H 
considerations in organization des.igning. Differcntiation may be defined as the 
differeoce� in cognitive and emolional orientation among mana�ers 1n different functional 
departments and the ditter..:oces in forma! structure among these de.partments. 
Integration, on the other haml, refers to the quality of lhe stale of collaboration that is 
required to achieve unJ.ty of effort. Sy.stem approach suggests that since various 
departments are integral part of the whole system, lhey shduld nol be considered in 
isolatioo of others. Bu1 s1m:e, each department is interacting wnh the environment in a 
different way, va.rious dcpartme.rlls are lik:ety to develop some de,gre.e of differentiation 
depending upon the nawre of environment. Therefore, designing of stmcture of one 
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5.2 Principles of Organization 

As a too] of management, organization is expected lo lac1h1.ale the achievement of 
certain objeclives. In order to facilitate the achievemenL of objectives, management 
thinkers have laid dvwn certain statements from lime to time, from certain generally 
acoepted understarn.ling� which may be callecl the prindple.-s of organization. The 
pri.nciples are guidelines for planning an efficient organ.izmkm structuce. Therefore, a 
lhorougb unuerstanding of ltw p1inciples of organization is esse11ual for good organization. 
The important principles of organization are discussed bl!low 

l. Consideration nf Objectives: An enterprise stri\'e, 10 accornplish certain
objectives. 0rgrutizatfon serves as a tool to attain the.se ol;iJectives, The objective.s
must be stated in clear tenns .as they play an importam r{)Je in detcrrnining the
type of strncture whicn shouJd be developed. The prfociple of consideration of
objectiives states !hat onJy after the objectives bave been sta:te.d, ao organization
s(ruclure should be developed t'o achieve thern.

2. Division oj Wor.k and SpecializaJion: The.entire wt>rk in the organizalion should
be divided inta v;uious parts so that every i11dividual is conuned to theperfom1ance
of single job, as far a1> possible, according to his abilu. M-d :iptitudes. This is also
ca I led the print'ip!e of spocialization. More a person cominues on a particular
job, the. beuer w.iU be his performance.

3. Defi1iition .of ]obs: Eve.ry position in the organizauon :it\ould be clearty dcfined
in relation to other positions in the. organization. The duties- and responsibilities
assigned lo every position and its relationship wi1h 01her positions should be
dem:]y defined '-CT that there may not be any overtappin!c! 1)( functioos.

4. SeparoJion oj' Litte and Siaff Functi011s: Whenew, possible, line fonctions

should be separaled. from staff activttie,s. Line t'unctions are those which
accomplish the maiFJ objectives of the company. (n many manur�cturing
companies, the m:1,ai_facturing and marketing depattmcnt� ar-e aonsidered to be
accomplishing the main objectives of the busine!-l,. and so are caUed .the line
functions and other functions like personnel, plunt m111nIenance, financing and
legal are considered as staff functioas.

5. Cha.in oj Comma.,id: There must he clear lioes ol authority running from the
top to the bott om of the organ1 zation. Authority is the nght to decide, djrect and
coordinate. The organization stru.cture should facilitate delegation of authority.
Clarity is achiev�d through delegation by steps or h!vels from the top position to
the operating kv�I. From the. chief e:r.ecuti-;·es, n line ot' authorlty may proceed
ro depanmentitl managers, to supervisori., or foremen and finaJly to workers .
Th.is chaln of cumttiaoJ is alsö k.hown as scalar pri11dple nf ol:g&nizmion,

6. Parity. oj Author/ty rurd Respo11sibility: Responsibili1y �hould always t>e coupled
with correspondmg autliority. Each subordlnate .must hJ\e sufficient authority to
discharge the �\pnnsibility entrusLed to hirn. Thil! µrinclple suggests that if a
plant manager in ,1 multi-plant organiz.ation is held act:uuntable for all activities in
his plant, be should lltll lk,; subject to orders from comr,any headquarters specifying
the quantity of rnw nrnu:.rials he should buy or from Wh<.l1i1 he should purchase
raw materials. lf u supervisor is responsible for lhc 4uality of work of his
clepartment, he sh,\ulJ not be asked to accept as a m!:mher oO1is workforce an
employee who has been hired without consulting hin 1.

7. Unityof Command: No one in the organizålion sh(lUld ieport to more lhan one.
supervisor. Everyune in the organization should lmow whvm he repans and who
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Management Science reports to h1m. Sta1ed simply, everyone shoukt havc only one bos�. Receiving 
directions frvm xt>veral supervisors may result in i;,,n(u-;ion. chaos, cooföi.t., and 
lack of aclion. So each member of the organilaliuo �hbuld receive directions 
from �d repon lO one superior only. This will av\lid conflict of command and 
help in fix.ing �,;ponsibilities. 

8. Exceptional 1'-'latlt?rs: This prindple requires ihm Of�rmization structure should
be. so designed th11t managers are rc.quired to go thr111Jgh the exceptional matter
only. All the routine decisions should be taken by !lie suborJinate::,, whereas
probiems invo!v111g unusual matters and policy decisions should be referred to
higher leve!:,.

9. Span of Supervision: The span of supervision rneans. lhe number of persons a
manager or a supervisorcan direc(. If too less numherol employees are repocting
to a supervisiun. his time will not be utilised pmperly. But, on the otber hand,
there is a limil 10 the number of subordinates that cact be efficiently supcrvised
by an executrve-. 80th these points should be k..:pt 111 rnind while grouping and
allocating the adi vities 10 various departmen!.!,, It is <lifficult to give a dcfinite
number of persons a manager can direct. .It wiil <lept>nd upon the nature of the
work and a number of other factörs.

10. BaJance ofVarious Factors: There should be pr,1j'.k'f b.ilruice in the follllal strucrure
of thc- organi1�1tiun in regard to factors having conflictmg claims, e.g., between
cemralization JOd decentralizarton, span of superviSit.m and lines of communication
and authority all�,cated to dcpartmer.its and per�ur_trtd at various levels.

11. Commflniclllions: A good comi:uunication nctw�)rk h essential to achievc the
objectives of atl orgrorization. No doubt tbe lim.: of .,u111-ority provides readymade
channels of , ommunication downward and upward, still some blocks in
communkatio11 nceur in many organizations. The contldence of supe-rior in his
subordinate� anJ rwo-way communication ar�. the factors that unite an
otganization i11h_1 dTectively operating system..

I 2. Flexibility: The organization structure shoul(I b� fli:;.:it,le so that it can be easily 
and economfool1y .idapted to thc changes in the n,tture of busine-ss as well as 
technical innovations. Flexibility of organizauon srrucrureensur es the ability to 
change with the environmeo.t before somethrng ::.enous may occur. So the 
organization .struc:ture should be such lhat it perm1LS expansion and contraction 
witho-ut disrupting the basic aclivities. 

13. Continuity: Change 1s the law of nature. Mar1y di.inges take plaee ootside the
organization. Thes,e changes must be ref1ected in 1hc 01ganization. For this. the
form of organizalivn structure must be able to \t::fW the enterprise and to attair1
its objectives tor a :long period of time.

5.3 Span of Management 

The term ·span of mllt\.igement' is also known as ·span vi Cl 1t1U-vl', 'span of supervision' 
and 'span of authonl y' It repr.esents a numerical hmil of •,.ubordinates to be supervised 
and eon troll ed by a manager, lt is an important princip le of sound organ:ization. This 
principle is based on rhe theory of relationships propuunded by V.A. Graicunas, a 
French managemem L�onsultant. Graicunas analyzed !>Ul)!:ltfor--subordinate relationship 
anddeveloped a matlu�rnatical formula based on thege.;J111etri<: i_ncrease in complexities 
of managing as the numher öf subordinates ioc.rea.se�. 
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6. Efjectiveness o.f Om,munication: An effective i,ystcm of communication in
the organization fovours largenumber of levels bet:ausi: l11�re will be no difficulty
in transmission ut infunnation in spite of a I ar ge number of intervening layers.

7. Co;itrol Mechanism: The span of eon tro I alsu ,kpends upon the control
mechanism being fr1llowed. Control may be folfow('d �1ther through personal
supervision or th1�1ugh reporting. The fonner favour:-. na1Tow span and the \atter
favours a wide :-.pan

To sum up, it can be. sak! tJlatan executiveshould be expecle<l to super vise a reasonab le 
number of su bordina1c.-.. What is reasonab]e, depends on a va1iety of factors like 
individual difference:. in .executives, number and capad1y uf subordinates, the nature 
of work, avaiJability of lime., ease of communication, intern<1J i..hecks and controls and 
degree of delegation rn tlie Qrganization. lf the span of �,,.n1rol 1.s narrow, thcrc will be 
more organizational Iev,:1 .... which in tum may impede ·c,)lllfllllnication. If the number 
of levcls is reduced l'tnt1 tlle span •of control is widened. !he supervisory load may 
become to o heavy. Sound management requires a proper balante betwecn supervisory 
load and organization luvdi;. 

s.4 Organization Cbarts 

An organization chart i� .i diagrammatical form which show-. important aspects of an 
organization including the major functions and their respecuvc relationships. In other 
words, it is a graphic portn1yal of positions in the enterprise and the forma! lines of 
communicatioo among them. It prov ides a bird's eye view of the relation1.hips between 
diff erent departmeors orJivisions of an enterprise as wett a& therelationships betwe.en 
the e)(ecutives and subordmates at va rious leve.Is. It enables Cltlch ex.ecu ti ve and employee 
to unders1.and his posrtion m 1he organization and ta knvw 10 whom he is accountable. 
Thus. it is obvious- thar un org&nization chart has the folJowing characteristics: 

1. It is a diagramma1ical presentation.

2. It shows principal I i11es of authority in the organiz;1tim1,

3. It shows the intcrrl.1y of various functions and relwionships.

4. Jt indicates the charmds of communication.

The organization chan. ,-hQuld not be cörrfused with the ,,rg:mization structure. An 
organization cha11 i� n1erely a type of record showing the förmal organizationa l 
relationship s which mant�gement intends should prevail. h is. therefore, primadly a 
technique of presemu1t(111. It pr esents diagramrnatically IJ1c !mes uf authority and 
responsibility among,d1ffi;rent individual.sand positiong. !t rnay be either personnel or 
functional. Personnel mganization chart depicts the relatfonships between positions 
neld by different persons. FunctionaJ organization chart dep1ci.s the functions or acti vities 
of each unit and sub-uuit. in lhe örganization. 

Master and Supplementary Charts: Master chart show, fhe whole structure of the 
enterprise portraying all positions and relationships. It prov1cles a clear picture of the 
entire organization stn1l'tUre. Supplementary charts aee usc<l to show separately 
departmcnt wise struCtul'e portraying the positions and relatiDnships within each 
dcpartment. Such chru t � nre popular io big organizatio.11 where 1t is diftkult to show 
ihe necessary details tluv1i�t1 the master chart. 





Management Scfonce the top of the chart and successive levels of mana��ment depicted vertically 
below that. Thus. hne.s of command proceed from lup IO bottom in verrical lines 
as shown in Figure 3. 
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(b) lloriwntal Chan: llorizonlal charts which read tmm klt 10 right are occasionally
used. The pyramid lies horizontally instead of !>lllnJing m the venical position.
The line of comn1Md proceeds horizontally, i.e .. from kft to right showing rop
leve! at the left :tnd l!ach successive leve! cxt�11rl111g I<) thc right as shown in
Figure 4. However. this chart does not decrease the impor:tance ofJe.vels. Bur it
is feared that somc people may make erroneous int"<!tcnces about differcnces in
status and impcirtanee of various echelons.

(c) Circular Chart: In this chan, top positions ar� lt1..:aroo in the centre of the
concenllic circle.. Pos111ons of successive echclon& e.xtend in all dircctions outward
from the centrc. Positions of equal status lie al the same distance from the
centre on the same concentric circle. This chart shvw� the tlow of fo1mal authority
from the chief e-xc-cutJve in ruany dircctions. The mu111 weakness of this chart is
that it is often confu::,ing.

Production 
M.1nager 

Superintendent 
Plant I 

ForemM-1 

Materia.Is 
Manager 

Shareholders 

Board of Di(ectors 

M - I -anagmg Director 

Finance 
Manager 

Foreman-3 

(Workers) 

Figure J: Vertical Chart 

5.5 Organization Manuals 

\farketing 
Manager 

Personnel 
Manager 

An organization chart shows who has authoriry over whon'l, but it doc.s not show the 
extent of authority or thc duties each person in the organiLalmn is expectcd to perfonn, 
exccpt in so far as dut,es are implied by job titles. For lh1:, reason. big undertakings 
prepare organizatio13 rmmuals that inch.1de job description:-- atld other information in 
addition to the cha.rth. A;ob descriptlon inclµdes factual sl.tlle1nents of job con!encs in 
terms of its duties and rel!i,onsibil ities. 

An Organization Manuul 1s an authoritative guide tu thc 1.:ompany's organization. lt 
c@nsists of records of top management decisions, stam.lurd practiccs and procedures 
and -the descriptions of vanous jobs. It is maintained 1t1 a J,m�e leaf boo.k. from for ihe 
guidance of the personncl of the company, 1f the cmplnyc<!!' a1 t' oot suppl ied with this 
information adequa tely. they will approach their supenor'> for proper information and 
guidance, causing interruption of work and resulting in wm,fagi: of superior 's ti rne and 
energy along with the1r {,�, n time. 







The administrative p!U1 contains the following informatiwn: 

( a) Purpose of the manual.

(b) Policies of the 111:H1ägemenl.

(c) Areas of major()rgu.ni,wtional prohlems.

( d) J ob ,Jescri ption}.

(e) Rules and reguh1!il)t1�.

(f) Organization clurt-".

The procedural part til the nmnual contains the following information: 

(a) lnstmctions relnting 10 the performance of standardized jobs.

(b) 1nstruclions relaun� lO performance of non-standardiLed jobs.

(c) Specimen forms w he used.

The preparation of rn:.-rnuab is too expensive .. If no prcwi.Sioos made their revision, 
their urility will be n:duced aJter any major change. So they must be kept up to date, 
otherwise employees will not follow such manuals after smne time and will discard 
them. Then the need w1II be felt of ha ving a new manuol und its µreparation is very 
lengthy process. Therefore, revision of th,e manuals i;J1outd be made as often as 
practicable to incorrornt.e che changes that have taken plnL�e. If the manuals are in 
loose-leaf form, new pa,ges with new information may be sub1-1ttuted in place of old 
ones. In this way, manual> will not (emain static. They will undergo change with the 
changes in the businc$S an,J i.ts environrnent. 

5.6 Forms of Organization Structure 

Organization require:-- thc creation of structural relat.ionship among differenl 
departments and the imJiv1duals working there for the nccomplishment of desired 
goals. The establishme111 ol förmal relationships among 1.he-mdividuals worl(ing in the 
organization and to c.:ourdtrmce HJe efforts of ditferent indivu::lu!IJs man effi.cient manner. 
ln order to organize the eflorts uf individuals, any of the follc)w uig types 0f organization 
strnctures may be set ur: (iJ Line. organization, (ii) Line and staff organization, (iii) 
Functional organizait�>u. (tv) Cornmittee organization, ( v I Projeet Organization and 
tvi) Matrix orgo.nizat,rin.1 hl! nature, merits and de merits c,f these are discussed befow. 

5.6.1 Line Organization 

The line organization tt?pre..senls the structure in a direct '>cttica.1 relationship through 
which authority flow,, 11 h the simplesl form of organii:uion structure and is also 
known as scalar or ntilittt1y urgM.ization. Under thls, (he line c---,f, nuthority flows verticaJly 
downward from rop tv boUQtn through out t.he organiza-tiun. Under this. the line of 
authority flows vertkall:,, down war:d from top to hottovi tbrvughout the; organization. 
The guantum of authotity is highest at the top and reduac� at each successive Jevel 
down lhe hierarcby. Eve-ry pl'".r,,,on in the organization is in U1c du-ed chain of command 
as shown Pigure 5. 

In line organization, thc linc uf authority consists of an uninte1rup1ed series of authority 
steps and forms a hre1a1chil:t1l arrangement. The line authonty not only becomes the 
avenue of command tu operaring personnel, hut ail>d provides the ch:mnel of 
commonication, c.oordination and accountability in enterpn1se, 
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11. "A committee as a 100I of management is excellent tlut only a few managers
know how lo U!ie it", Comment.

12. Define departmentation. Whal are the basic factors 10 be considered while
creating depanments?

13. Suggest a scheme ,1f departmentation fora large busrness enterprise with a field
network of sak'.l nH over the country. Discuss ils.merits and demerits.

14. Rahul Steel and General Indusu-ies Ltd has decided to diversify its activities and
undertake produi.:tion of automobiles. The Ch.ief E;w.�rutive seeks your advice
on whetherto gruup lhe activities by product or by r undion. What advice would
you tender and why?

15. ''Project organization is nota panacea for overcoming 11D functional organization
weaknesses. But rr can be a great asset to those companies which possess the
ac.umen to exploit its strengths''. Indicate the various strengths of a project
organjzat:ion and suggest whether it should oomplement or supplement or replace
tbe functional orgao:izatioo.

16. Explain the concept öf Matrix Organization. How t.loes it djffer from Project
Orgaoizarion?
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UNIT-6 

.AUTHORITY AND ORGANISA�fIONAL 

RELATIONSIIlP 

LEARNING OBJECTIVE 

6.1 Authority Relationships: Line, Staff and Functional 

6.1 Authority Relationsbips': Line, Staff and Functional 

Within the framework •Jf the format organization. there ::tre three basic organizational 
relatioaships, namely. (i) authority, (H) responsibility and (iii) accountability. Authority 
is the rigbt conferre-d on an individual to make possible the performance of the work 
assigned. It includes the discreti'on to make decisions tu issue instructions to the 
subordinates and to use. orgaoizational resources. Re,-.;ponsibility means to task or 
duties assigned to an indiv.idual in the organization. EnlruStment of responsibiiity 
must be associated with tfle requisite authority for the accomplishme.nt of the task. 
By accepting authority and responsibility, a subordinate. becon1es accountable for the 
use of authority to his boss. These relationships are designated as forma! because 
they are predefermined by the management as a way of relating and combining the 
diverse functiom. of the enterprise. This chapter aims ut providing an lnsight imo 
these re.Jationships. 

Authotity 

Autbority is the right to order or command a,nd is deleguted from the superior to the 
subordinate to discharge h1s responsibilities. Right to procure or use raw materials, 
to spend money or ask for the allotment of money. lo hire or fire. people, etc .. has to 
be delegated ro the individuals to whom the work has been assigned. Por instance, if 
the cbief executive o'f a plant assigns the production manager with the productiön af 
particular types of goot.ls and service, he should also grant bim the authority to use 
raw materials, money and machinery, hire work.ers and im on to fulfi! the production 
schedule,s presoribed as his du1y. 

Louis A. Allen detined authority as the sum of the powers and rights entrusted to 
make possible lhe periom1ance of the work assigned. Authqrity is basis to the job of 
managing. A manager must have adequate aurhority 10 get lhings done through the 
subordinates. The features of managerial au1hority areas under: 

(i) Authority is the right or power to command and cnntrol the subordinates.

(ii) h is granted to a position (or manager) for the achievement uf organiza.tional
objectives.

(iii) The authority may be exercised throug.h persuasiön or sanctions. lf the
subordinate does not obey, the st1perior has a right l() 1:ike disciplinary action.

Respoosibility 

The term 'responsibin1y· means the work or duties .asi:igncll toa person by virtue of 
his position in the organization. The- person carrying the respomibility for the 
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