AVCE Business Studies – Unit 13: An Introduction to Management. 
Management Theories (Continued): (i) The Classical School, (ii) Human Relations, and (iii) The Systems Approach. 

The Classical School. 

Henri Fayol (1841-1925) was a French industrialist who put forward and popularised the concept of the 'universality of management principles' (see handouts for first session/s): in other words, the idea that all organisations could be structured and managed according to certain rational principles. 

Fayol himself recognised that applying such principles in practice was not simple: 'Seldom do we have to apply the same principles twice in identical conditions; allowance must be made for different changing circumstances.' Among his principles of rational organisation, however, were the following influential ideas… 

a) Division of work, or specialisation. The most effective performance could be obtained by organising activities according to the expertise or resources required - allowing people, in effect, to 'stick to what they do best'. This encouraged functional organisation structures, with separate departments responsible for production, marketing, distribution and so on.

b) Matched authority and responsibility. Managers should be given the authority or official 'right' to carry out the tasks assigned to them. They should always be held responsible for the exercising of that authority.

c) The scalar chain of command. This is a term used to describe a formal organisation structure with a hierarchy from the highest to the lowest rank. Authority passes down the chain, as superiors give orders and instructions to subordinates: subordinates report back up the chain to their superiors. This creates the traditional view of the organisation structure as a pyramid-shaped chain or tree, as depicted below…
d) Unity of command. For any given activity, a subordinate should receive orders from only one boss. Overlap between departments, or missing out a link in the scalar chain causes uncertainty and wasted effort. Similarly, as far as the organisation is concerned, there should be unity of direction: one head and one plan for each area of activity, so that sub-units of the organisation are not pulling in different directions.

e) Subordination o f individual interests. The interest of one employee or group of employees should not prevail over the general interest of the organisation.

Fayol also emphasised the qualities of discipline (or outward signs of respect), equity (fairness, or justice towards employees), 'esprit de corps' (unity and a sense of belonging in the workforce) and initiative, which he thought should be encouraged and developed to the full.

Organisational Structure
In any organisation you will usually find a hierarchy or chain of command… 

An illustration of a chain of command is included, follow class discussion and annotate (make notes on) handouts. 

[image: image1]
In a working company, it helps to have a properly defined chain of command so that people are aware of who runs what and who answers to who. 

As a rule of thumb, decisions affecting the organisation will come from the top and work their way down, whilst information will feed it’s way from lower levels to senior management. 

The structure of this chain of command is usually displayed as an Organisation Chart. 

Tall and Flat Hierarchical Structures… 

Tall – 
Few managers, more people “below” them, more people below the next 


level. Several levels. 
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Flat – 
Few levels. Managers and staff with few levels in between. 


[image: image2]
	
	Advantages
	Disadvantages

	Tall
	Easier definition of roles and duties.
	May hamper inter-departmental flexibility.

	
	Greater scope for personal development.
	Likely to encourage set behaviours.

	
	More frequent opportunities for promotion.
	May impede decision making.

	Flat
	May encourage personal development and initiative. 
	Consequences of staff leaving with short notice can be a problem.

	
	Possibly greater responsiveness to unforeseen events.
	Likely to impede the emergence of “centres of competence” – relies on key individuals. 


In the 1930s, scientific management was heavily criticised for dehumanising workers and treating them like a mere cog in the machine of production. This reflected not just a more enlightened philosophy of work, but a renewed understanding that organisations are made up of people - not just functions. By robbing the worker of any sense of contribution to the total product or task, the organisation was losing out on an important source of energy and creativity. A new approach set out to redress the balance. 

Human Relations

The 'human relations' approach emphasised the importance of human attitudes, values and relationships for the efficient and effective functioning of work organisations. Its pioneer, Elton Mayo (1880-1949) wrote: 'We have thought that first-class technical training was sufficient in a modern and mechanical age. As a consequence we are technically competent as no other age in history has been, and we combine this with utter social incompetence.'

Early work focused on the idea that people need companionship and belonging, and seek satisfaction in the social relationships they form at work. This emphasis resulted from a famous set of experiments (the Hawthorne Studies) carried out by Mayo and his colleagues for the Western Electric Company in the USA. The company was using a group of girls as 'guinea pigs' to assess the affect of lighting on productivity: they were astonished to find that productivity shot up, whatever they did with the lighting. Their conclusion was that: 'Management, by consultation with the girl workers, by clear explanation of the proposed experiments and the reasons for them, by accepting the workers' verdict in several instances, unwittingly scored a success in two most important human matters - the girls became a self-governing team, and a team that co-operated wholeheartedly with management.'

Mayo's ideas were followed up by various social psychologists (like Maslow and Herzberg which have already been covered), who shifted attention towards human beings' 'higher' psychological needs for growth, challenge, responsibility and self-fulfilment. Herzberg suggested that only these things could positively encourage or motivate employees to improved work performance.

This has had a profound affect on the way management is perceived - as we will see later in this chapter, when we look at fashionable concepts such as 'empowerment'.

	For discussion

It has been suggested that human relations thinking can manipulate workers just as effectively as bureaucratic rules, dictatorial management or scientific management techniques. It could be used as 'a mere tool for justifying management's actions, a device to "sell" whatever management is doing. 

It is no accident that there is so much talk in Human Relations about "giving workers a sense of responsibility" and so little about their responsibility, so much emphasis on their "feeling of importance" and so little making them and their work important.'

Do you think managers only pay lip service to 'enlightened' human relations approaches? If so, why?


As we have seen, early theorists saw the organisation primarily as a structure of tasks and authority which could be drawn in an organisation chart. But that is like a snapshot of an organisation, showing what it looks like frozen at a particular moment in time. In fact, organisations are neither self-contained nor static: they are open systems.

The Organisation as a System. 

There is no universally accepted definition of a system, but it can be described as `an entity which consists of interdependent parts'. Every system has a 'boundary' which defines what it is: what is 'inside' and what is 'outside' the system. Anything outside the system is said to be its 'environment'. 

In systems theory, it is possible to have a closed system, which is shut off from the environment and independent of it. An open system, however, is one which is connected to and interacts with its environment. 
It takes in influences from the environment and itself influences the environment by its activities, see following diagramme…
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Organisations are open social systems. Why? They are social systems because they are comprised of people. They are open systems because those people participate in other social systems in the environment (such as the family or the class system) and bring with them all sorts of influences from the environment: advertising messages, family pressures, government demands (e.g. for tax), social attitudes and so on. In addition, the organisation itself takes in a wide variety of inputs, or resources, from the environment, and generates outputs to it as a result of its activities.
The systems approach also emphasises the existence of 'sub-systems', or parts of a bigger system. An organisation is a 'structured socio-technical system', consisting of at least three sub-systems:

a) a structure, (division of labour, authority relationships and communication channels);
b) a technological system (the work to be done, and the techniques and tools used to do it); and

c) a social system (the people within the organisation, the ways they think and interact with each other).

Looking at the organisation as a system helps managers to remember that:

a) the organisation is not a static structure as conventional organisation charts suggest: it is continuously reacting to internal and external changes;

b) sub-systems of the organisation each have potentially conflicting goals which must be integrated, often with some compromise;

c) an awareness of the environment of the organisation (including competitor activity, technological change and customer needs) is vital if the organisation is to survive.
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