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1. Concept, Nature, and Significance of
Management

Management is a pivotal element in the success of any organization, serving as the force that
coordinates resources to achieve defined objectives. In a modern business environment
characterized by rapid technological advancement, economic volatility, and shifting
demographics, the principles and applications of management are more critical than ever. This
module provides a comprehensive introduction to the concept, nature, and significance of
management, the core functions that define managerial work, the evolution of management
thought through historical theories, and the practical processes of planning and decision-
making.

Defining Management

Prominent management theorists have defined management in various ways:

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

Harold Koontz: "Management is the art of getting things done through and with people in
formally organized groups."

Mary Parker Follett: Defined management simply as "the art of getting things done through
people."

Nature of Management

The nature of management is multi-dimensional and can be analyzed from three distinct
perspectives:
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Management as an Art

Management requires personal skills,
creativity, and practical application. Just like
an artist uses knowledge to create unique
paintings, a manager uses behavioral skills
and experience to handle unique human
situations and resolve organizational
challenges. It is highly personalized and
develops through continuous practice.

Management as a Science

Management is a science because it is based
on a systematized body of knowledge,
developed through scientific observation and
inquiry. It utilizes general principles that
explain cause-and-effect relationships (e.g.,
Fayol's principles). However, because it deals
with human behavior, it is an inexact or social
science.

Management as a Profession

Modern management increasingly meets the
criteria of a profession: it relies on a
specialized body of knowledge, requires
formal training, is represented by professional
associations (like the AIMA), and adheres to a
professional code of conduct. Unlike law or
medicine, however, entry is not legally
restricted.

Management is Dynamic and Universal

Management principles are flexible and adapt
to changing external environments (dynamic).
Furthermore, the core concepts of
management apply to all types of
organizations—business, government,
educational, or non-profit—across all
countries (universal application).

Significance of Management

Effective management is the lifeblood of any organization. Its significance includes:

Achieving Group Goals: It coordinates individual efforts toward a common objective,
turning chaos into order.

Optimum Utilization of Resources: It eliminates wastage by ensuring that scarce inputs
(men, money, materials, machines) are utilized in the most productive manner.

Minimizing Costs: Through efficiency and cost-control measures, management increases
profitability and sustainability.

Adapting to Change: It enables the organization to adapt to shifts in technology,
government policies, and consumer preferences.

Societal Development: By providing quality products, generating employment, and
fostering innovation, management contributes to the economic welfare of society.
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2. Core Functions of Management

Managers achieve organizational objectives through a cycle of interrelated activities known as
the functions of management. While classical theorists identified various sub-functions, they are
generally synthesized into four core activities:

Management
Function

Key Focus Areas Primary
Objective

Typical Activities

Planning Goal setting, environment
analysis, strategy
formulation, action plans.

Establish
direction and
reduce
uncertainty.

Setting annual
targets, drafting
policies, budgeting.

Organizing Resource allocation, task
division,
departmentalization,
authority mapping.

Create a
structured
framework for
execution.

Creating org charts,
delegating
authority,
establishing teams.

Leading Motivation, communication,
leadership, resolving
conflicts, guiding behavior.

Influence and
direct human
effort toward
goals.

Mentoring,
conducting team
meetings,
rewarding
performance.

Controlling Setting standards,
performance measurement,
variance analysis,
correction.

Ensure
performance
aligns with plans.

Reviewing financial
sheets, quality
audits, adjusting
timelines.

3. Evolution of Management Theories

The field of management has evolved through distinct historical phases, reflecting changes in
industrial technology, economic structures, and understanding of human psychology.
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F.W. Taylor's Scientific Management

Frederick Winslow Taylor (known as the Father of Scientific Management) focused on improving
productivity at the shop-floor level. He believed that work could be scientifically analyzed to find
the "one best way" to perform any task.

Science, not Rule of Thumb: Traditional methods based on trial-and-error should be
replaced by scientific study of work.

Harmony, not Discord: There should be complete mental revolution between management
and workers, aligning their mutual interests.

Cooperation, not Individualism: Workers and management must work together
cooperatively rather than in competition.

Development of Employees: Employees should be scientifically selected, trained, and
developed to maximize productivity.

Taylor's Techniques: Time and motion studies (standard times), functional foremanship (8
specialized supervisors), and differential piece-rate (pay-for-performance).

Henry Fayol's Administrative Management

While Taylor focused on the operational level, Henri Fayol proposed a systematic theory of
general management applicable to the entire organization. He identified 14 Principles of
Management:

1. Division of Work & 2. Authority

Specialization increases output by making
employees more efficient. Managers must be
able to give orders, but must also take
responsibility.

3. Discipline & 4. Unity of Command

Employees must obey and respect rules. An
employee should receive orders from only
one superior to avoid conflict.

5. Unity of Direction & 6. Subordination

The organization should have a single plan of
action. Individual interests should not take
precedence over organizational goals.

7. Remuneration & 8. Centralization

Fair compensation for all. The degree to
which decision-making is centralized depends
on the organization's context.
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9. Scalar Chain & 10. Order

The line of authority from top management
to the lowest ranks. Materials and people
should be in the right place at the right time.

11. Equity & 12. Stability of Tenure

Managers should be kind and fair to
subordinates. High employee turnover is
inefficient; job security should be provided.

13. Initiative & 14. Esprit de Corps

Employees should be allowed to originate
and carry out plans. Promoting team spirit
builds harmony and unity within the
organization.

Max Weber's Bureaucracy & Mayo's Human Relations School

Two other major historical milestones shaped modern organizational design:

Max Weber's Bureaucratic Theory: Focused on structuring organizations hierarchically.
Weber proposed a system characterized by clear division of labor, formal rules and
regulations, impersonal relationships, and career advancement based strictly on technical
qualifications. While stable, it can lead to rigidity.

Hawthorne Studies and Elton Mayo (Human Relations): Conducted in the 1920s-30s,
these studies revealed that social and psychological factors at work are critical to
productivity. Mayo demonstrated that employees are not merely motivated by money
(economic man) but by social needs, recognition, and belonging to groups (social man).

4. Planning and Decision Making

Planning and decision-making represent the starting points of the management cycle, defining
the organization's goals and paths to achievement.

The Planning Process

1. Setting Objectives: Defining clear, measurable goals for the entire organization and
individual units.
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2. Developing Premises: Formulating assumptions about the future environment (e.g., inflation
rates, market growth, technological changes).

3. Identifying Alternatives: Brainstorming various courses of action that could lead to
achieving the objective.

4. Evaluating Alternatives: Analyzing the pros and cons, costs, and returns of each course of
action.

5. Selecting an Alternative: Choosing the most viable and efficient path to execute.

6. Formulating Derivative Plans: Developing secondary plans (e.g., hiring plans, procurement
schedules) to support the main plan.

7. Implementing the Plan: Putting the plans into action and allocating resources.

8. Follow-up Action: Continuous monitoring of performance to ensure plans are on track,
making adjustments as needed.

Decision-Making Process

Decision-making is the process of selecting the best course of action from various alternatives. It
involves identifying a problem, establishing decision criteria, weighting the criteria, generating
alternatives, analyzing alternatives, selecting the optimal alternative, implementing it, and
evaluating the decision's effectiveness.

Mintzberg's Managerial Roles

Henry Mintzberg observed managers in action and concluded that they perform ten distinct
roles, grouped into three categories:
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Interpersonal Roles

Focused on human interactions and
relationships:

Figurehead: Symbolic head
performing social or legal duties (e.g.,
signing documents).

Leader: Directing and motivating
subordinates, hiring, training, and
building teams.

Liaison: Maintaining a network of
external contacts to gather
information.

Informational Roles

Focused on receiving, processing, and
transmitting information:

Monitor: Seeking and scanning the
environment to gather information.

Disseminator: Sharing relevant
information with subordinates within
the organization.

Spokesperson: Transmitting
information about the organization to
outsiders.

Decisional Roles

Focused on making choices and taking
action:

Entrepreneur: Initiating change,
innovation, and new projects to
improve performance.

Disturbance Handler: Resolving
conflicts, dealing with unexpected
crises, and adjusting to roadblocks.

Resource Allocator: Allocating
human, physical, and financial
resources.

Negotiator: Representing the
organization in major negotiations
(e.g., contracts, supplier deals).

Managerial Competencies

To perform these roles successfully, managers must possess a balance of three core skills
identified by Robert Katz:

1. Technical Skills: Knowledge of and proficiency in a specialized field (e.g., engineering,
accounting). Most critical for first-line supervisors.
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2. Human/Interpersonal Skills: The ability to work well with, motivate, and coordinate other
people, both individually and in groups. Equally important across all levels of management.

3. Conceptual Skills: The cognitive ability to see the organization as a whole, understand
relationships between parts, and visualize how it fits into the broader environment. Most
critical for top managers.
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Acing your exams is just a click away!

Visit www.degreelive.in to download the next module for free.


