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Chapter 2
Historical foundations of management

In-chapter questions

Opening case study question: Looking back to look forward
Ask yourself what difference the ideas of Mary Parker Follett and Chester Barnard could make if applied to contemporary thinking about management. For example, what would happen if Follett’s ideas on communication were implemented in an organisation known to you? If they were applied today, what difference would they make to more ‘modern’ concepts like self-managed teams or adaptive groups?
Mary Parker Follett was another significant contributor to the administrative school of thought. Follett developed an essential understanding that human cooperation was essential in organisations. Furthermore, Chester Barnard examined organisations and viewed them as systems of corporations of human activity. His theory was very close to that of Mary Parker Follett in which they both saw that what makes communication authoritative rests on the subordinate rather than the boss. Both these theories could be applied to contemporary thinking about management due to the fact that now, the human element in organisations is vital and the relationship between managers and employees is crucial for the success of the organisation. Important concepts such as ‘employee ownership’, ‘profit sharing’ and ‘gain sharing plans’ stem from Follett’s theory on management. 
If Follett’s ideas on communication were imbedded in a modern day organisation such as BHP, then they would be successful, since her theory was based on managers and employees cooperating with one another. If Follett’s ideas were adapted today, they would not make much of a difference on ‘modern’ concepts such as self-managed teams or adaptive groups as her theory had an understanding of groups and was based on employees working together in harmony. 
Boxed feature questions
Innovation: Classical management in the Haier Group

The numbers are difficult to dispute: Haier has become the number-one brand of major appliances in the world, with spectacular efficiencies and affordability. What do you think is the source of the organisation’s success? 
Haier is a Chinese electronics and household appliances company. It had huge issues with bankruptcy, until it appointed a young manager who integrated western management theory into the company. The first point of success was that the manager implemented quality management principles in a short period of time. Another important point of success is effective performance measurement and tasks were allocated with the greatest efficiency across several departments. Furthermore, daily control and clarity were the main reasons as to why those objectives were achieved.
Innovation: Blackmores rewards staff with slice of profits
Can you discern the relevance of Mary Parker Follett’s ideas in Blackmores’ management approach?
Follett’s ideas in Blackmores’ management approach are relevant because they ensure that employees are invested in the success of the company. By encouraging staff to purchase shares, Blackmores’s staff are incentivised by the company’s growth and performance. Staff are also motivated and rewarded through the distribution of 10 percent of profits. By providing wellbeing centres, subsidised cafes and family friendly environments for staff, Blackmores subscribes to Follett’s idea of the organisation as a community without the managers dominating the workers.
Globalisation: Asia–Pacific leaders value automation
What are the advantages and disadvantages of introducing Asian styles into contemporary Western management practices?
Asian styles of management places greater emphasis on creativity and intuition which play an important role in leveraging innovation as a competitive marketing tool. By introducing ‘modernist’ styles to contemporary Western management practice, they too could benefit from such leverage. 
This style, although proven to positively affect organisational performance in Asian economies, may be less effective in Western markets. Western management relies more on data and analytics: an intuitive coaching style may create uneasiness and uncertainty as well as being less effective in the more developed market. Management style must also match the culture, therefore also, the ‘modernist’ style in Western countries may not be as effective as in Asia.
Do you think the benefits of automation are likely to be outweighed by the threats it poses? What steps should management be taking in minimising any negative impact?
Automation can provide a plethora of benefits, chiefly higher production rates, increased productivity, increased competitiveness, streamlined processes, better product quality, improved safety, reduced factory lead times, reduced human error and shorter workweeks for labour workers; however, capital expenditure and worker displacement are disadvantages of automation in business. Whether the benefits outweigh the costs may depend on an organisation’s ability to recoup their initial investment in automation technology and retrain redundant workers in other parts of the business. In declining industries where downsizing has become the only way to stay competitive, keeping displaced workers on may not be possible; the social and economic impact of the displacement of such workers needs to be carefully considered by management when deciding whether to automate.

To mitigate against the negative impacts of automation, management should plan carefully before investing large sums into automation machinery or software to ensure the long-term financial validity the investment, and consider how they can ensure as many displaced workers as possible can be retrained to work in other parts of the business.
Counterpoint: Think about your management theories
If Maslow’s theory of needs is now regarded as largely obsolete, what do we replace it with? Daniel Pink’s famous TED Talk about motivation suggests that we are less likely to be motivated in our behaviour by money than by our desire for mastery of some particular skills, our sense of purpose in an activity in which we are engaged, and autonomy. He suggests that monetary rewards are effective only in very limited circumstances with simple tasks. Is this a new management theory?
If Maslow’s theory of needs is now regarded as largely obsolete, it could be replaced with newer models such as McGregor’s Theory X and Y model which talks about the social and self-actualising needs of people at work. In terms of Daniel Pink’s famous TED Talk about motivation, his management theory has elements that have demonstrated effectiveness; however, research has shown that monetary rewards are effective even in the simplest situation. 
Critical analysis questions

1. Do Weber’s principles still generally hold true, providing both benefits and challenges for contemporary organisations? (page 42)
According to Weber, the characteristics which define a bureaucratic organisation include: well defined jobs performed by highly skilled employees; a clear hierarchy of authority; written rules and procedures which are uniformly and impartially applied and direct behaviour and decisions; and careers based on merit. 

Principles of logic, order and legitimate authority provide the basis of a bureaucratic organisation (according to Weber) and some contemporary firms function productively by implementing a bureaucratic approach. These organisations operate by having formal rules and procedures, a clear division of labour, and a clear hierarchy of authority. For example, hospitals and universities are often managed by implementing the characteristics identified by Weber. These characteristics do not need to be used together; in fact, many contemporary firms are successful because they choose principles and ideas from different management theories and then mix and match these to suit the current environmental conditions. 

2. Is there a way of obtaining the benefits of bureaucracy, such as objectivity and procedural predictability, without becoming ‘overcontrolled or cluttered with pointless rules’? Are there Weberian principles that you would trade off? Why? How would you compensate for their loss? (page 42)
Yes, it is possible for an organisation to obtain some of the benefits of bureaucracy, like objectivity and procedural predictability, without becoming overcontrolled. Organisations that are overcontrolled tend to have a high degree of centralisation with authority and decision-making concentrated at the top of the organisation. However, organisations can operate successfully by delegating authority and decision-making for some functions and running other parts of the organisation using bureaucratic principles. 

Different Weberian principles could be traded-off depending on the environmental conditions in which an organisation is operating. Implementing a mix of different approaches to organisations and management (e.g. scientific, behavioural, systems thinking, contingency thinking) can lead to the most successful outcomes for an organisation. 
1. How are the ideas proposed by Jaques useful for organisations? What light do they shed on organisations and their behaviour? (page 42)

Jaques’s ideas are useful for organisations because they pose to remind them of the significance of hierarchy and structure, and of clarifying roles and accountabilities.
The fact that the ideas were unfashionable at the time shows that companies were planning to, or already had begun to, move away from the rigid hierarchical organisational structure. The response to Jaques’s ideas show that organisations do review their structure over time and that company structure, like all things, is influenced by popular thought. The ideas themselves illuminate the fact that so many companies are not operating in a way where managers are being held responsible for their subordinates and that a company may have more or less than seven organisational levels. 
2. Is the notion of hierarchy too rigid for today’s free‐floating concepts of how organisations ought to operate in conditions of constant change? (page 42)

Hierarchy and change are not necessarily mutually exclusive. However, hierarchical organisations must be aware of the disadvantages they face to adapt to change such as potential slowness in communication through the organisational level, thus resulting in slower decision-making. A flat structure lends itself to faster response as there is less middle management to consult, however this structure may not be appropriate for all organisations, especially large organisations. 
1. Do you think Maslow’s needs hierarchy is realistic? As a need-based theory, it survives only if people do change their behaviour in order to meet specified needs. Does the need for self-actualisation, for example, drive people to seek experiences that confer meaning to life, as in a higher cause? Or are people more interested in ‘getting and spending’? (page 45)
Maslow’s needs hierarchy applies to everyone; however, most of us don’t think about our lives (either work or personal) in relation to this hierarchy. We all have wants and needs and as these are satisfied we tend to want and need different things. For example, if we are cold and hungry, once we have a warm shelter and enough food we begin to think about satisfying other areas of our lives — it might be that social acceptance or fitting in at work becomes more important and we work towards satisfying these needs.

The need for self-actualisation is not something that most people will aspire to, or even understand, but we do seek experiences that add meaning to our lives. From a work perspective this might be a fulfilling career; having and rearing a family might be a personal experience that is important. 

We would probably all answer the final question in different ways and this may relate to our gender, ethnicity, age, family situation, physical ability or other differences.
2. Is Theory X just old Taylorist coercion revisited? Is Theory Y not much more than common sense? If we all prefer a Theory Y model, why do Theory X managers survive? (page 45)
McGregor’s Theory X and Theory Y describe the assumptions that managers make about the people who work for them. Managers who hold Theory X assumptions believe that people dislike work, lack ambition and prefer to be told what to do. Theory Y managers believe that people are willing to work and able to plan and control their work; they are willing to accept responsibility; and they are capable of self-direction. Research has shown that managers who hold these assumptions will often face a self-fulfilling prophecy — if a manager believes Theory X, then workers will act like this; similarly, Theory Y workers will fulfil the more positive assumptions of managers.
Theory X is similar to some of the views espoused by proponents of Scientific Management. Taylor believed that an emphasis on standard work processes, careful selection and training of workers and providing close supervision was the best way to improve productivity in the organisation. The link between these two theories is the fact that managers had preset assumptions about people (Theory X) and the best way to perform work (Taylorism).

In some ways, Theory Y is common sense and today it might be argued that most workers (in Western countries) are interested in their job and are capable of self-direction. Currently, workers have more choice about the work that they do, more job security and higher levels of training. However, Theory Y was not common sense when McGregor developed his theories as workers had fewer choices, less flexibility and less training. 
1. The advent of readily available spreadsheets on personal computers should have seen a huge upsurge in management science and quantitative management. Have we become so used to using software to explore our decision-making options that we don’t consider alternatives to quantitative management anymore? (page 46)
While IT has made it much easier for managers to use spreadsheets and analyse data for decision-making, it is still important to consider the factors that cannot be quantified. Other factors to be considered include human resources and managerial judgement. How will the decision affect employees in the organisation, and what can a manager who has extensive organisational knowledge tell us about past decisions or practices? These are just two examples of questions that should be considered and cannot be answered using only quantitative methods.

2. Are the methods of management science like blood test results — valuable, and perhaps critical, but not conclusive without human judgement to interpret them? Does wisdom have a role after all? (page 46)
I would agree with this statement and argue that human judgement and wisdom are very important when interpreting results and especially implementing any organisational changes based on scientific results. However, there are managers who are much more analytical and view quantitative analysis as the best, and sometimes the only, basis for decision-making. Different styles of decision-making may also vary depending on the type of organisation and those with fewer human resources may find quantitative analysis the best option (e.g. a farmer deciding how much fertiliser to put on the land, as opposed to the practice manager in a law firm who needs to consider not only the lawyers (internal customers) but also the final external customers and how a decision will impact on them).
1. If we affirm contingency management, does this contradict the ‘excellence’ movement, or the notion of ‘best practice’? Is the notion of one best way a delusion? (page 48)
Contingency management does not exist in a vacuum and can co-exist alongside other movements and theories. The contingency theory argues that the appropriate managerial action depends on the specific situation. The ‘excellence’ movement and ‘best practice’ is about managers identifying and applying strategies which will enable the organisation to reach or maintain excellence. This may involve managers implementing aspects of TQM (total quality management), benchmarking against other organisations, managing knowledge in the workplace and implementing ethical decisions. Some managers may go one step further and focus on continuous change and improvements based on experience learned from both within and outside the organisation (i.e. a ‘learning organisation’). 
2. Systems thinking may have helped popularise project management and supply chain management, but does it have its limitations? If so, what are they? (page 48)
All management approaches have their limitations, and which approach or part of an approach to implement in an organisation will depend on things like the size of the organisation, whether they are global or local, the diversity of employees and technology. Systems thinking views organisations as part of an open system in which they interact with their environments (external and internal) to transform inputs (resources) into outputs (goods or services). According to Barnard, the most successful organisations have subsystems (smaller part of the system) which perform well on their own and with other subsystems. As with any of the approaches to management, it is more important for managers to evaluate the strengths and weaknesses of each approach and implement the strategies they see as the most relevant to their particular organisation at that particular time, in effect, adopting a contingency management approach.
1. Is the list of ideal leader characteristics just too much? Are we setting our managers and leaders up to fail? (page 53)
In some ways, we are setting our managers and leaders up to fail. Even people with exceptional leadership ability are not always excellent at every aspect of leading. Managers and leaders should identify their individual strengths and focus on these while allowing others to work to their strengths in other areas. The most success will be gained by creating a management/leadership team who together cover the important leadership qualities. 
2. If developing a learning organisation is so important to maintaining ‘the edge of innovation’, what steps can managers in diverse organisations take to create this new way of working? (page 53)
A learning organisation is one in which managers learn from experience, and use this knowledge to continuously improve and change how the organisation is run. Important aspects of a learning organisation include teamwork, empowerment and participation combined with special leadership qualities. 

A diverse organisation can become a learning organisation but there are a number of issues which need to be addressed. Peter Senge identified five core ingredients of learning organisations stating that everyone should develop new ways of thinking, be encouraged to be open minded and self-aware, understand how the organisation works, understand/agree to a plan of action and work together to accomplish this plan. The organisational culture needs to reflect the change to a learning organisation, and all managers and employees should be part of the processes.

3. How important is it for a manager to be aware of their individual management style and of the alternatives available? Can the same be said for organisations and their management style? (page 53)

A manager must be aware of their individual style to ensure that it best matches the outcomes they are trying to achieve; so they can continually improve; and that it is effective in the cultural context. Alternative styles must be analysed so that mangers have a multi-perspective view that would allow them to cover a number of different explanations of people’s behaviour instead of just replying on one theory. Organisations must also be aware of their company management style in order to be effective in their markets. For example, failure to appreciate cultural differences certainly brings management failure. As management theory continues to evolve, organisations must be aware of their style in order to improve and get the most out of their workers. 
End-of-chapter questions

Applied activities
1. What were some of Henry Fayol’s main contributions to the field of management?

Fayol developed five ‘rules’ of management: foresight, organisation, command, coordination, control. These rules serve as a basis of the contemporary management functions (planning, organising, leading, controlling). 

Fayol’s other contribution was the development of management ‘principles’, because he firmly believed that principles of management can be taught that help managers in their business activities. He developed the:
· scalar chain principle (there should be a clear and unbroken line of communication from the top to the bottom of the organisation)
· unity of command principle (each person should receive orders from only one boss)
· unity of direction principle (one person should be in charge of all activities that have the same performance objective).

2. How does systems thinking continue to influence management theory and practice today?

Organisations are more complex systems than ever before, therefore it is crucial to the company’s operation that all parts and interlinks of the system are identified. Each subsystem should carry out their tasks well and should operate effectively with other subsystems in order to achieve high performance. Therefore, managers need systems thinking to gain an overview of the entire operation of their company from acquiring the inputs to selling the outputs.

3. Is the Theory Z management approach still relevant today?

Theory Z was developed by William Ouchi. He summarised some critical trends that affect, and will continue to affect, the work of executives and senior managers. Ouchi identified global characteristics that should be faced and considered by management of companies. These critical factors are long-term employment, slower promotions, more lateral job movements, attention to career planning and development, use of consensus decision-making, as well as teamwork and employee involvement. These critical factors that contribute to the effective and efficient operation of the company are global issues and should be addressed by all managers all over the globe sooner or later.

4. What are some continuing management themes in the 21st century?

There are 3 key themes that are discussed in the textbook:

1. Quality and performance excellence. Organisations must be continuously concerned that they are delivering quality goods and products to their consumers/customers. Quality should be included in the core values of companies. In order to satisfy consumers, companies have to focus on total quality management and continuous improvement of operations.

2. Global awareness. The business arena is becoming more and more global, therefore, organisations have to realise the notion of a global economy. Organisations have to consider the international dimension of their business to create global awareness. The global economy creates new opportunities and threats to organisations, who should learn new ways of managing their operation under the changed circumstances.

3. Learning organisations. Organisations operate in a challenging and competitive environment, therefore, they have to continuously change and improve their performance, which is dependent on the staff members’ ability to learn. Learning organisations require people who are well-educated (knowledge workers), and who are able to master and use information technology to their advantage, and who have excellent leadership skills. However, it must not be forgotten that it is not enough to do things well, organisations have to be concerned about doing the ‘right’ thing.

5. According to the self-fulfilling prophecy, managers, through their behaviour, can create situations where employees act in ways that confirm the manager’s original expectations. If you are a newly appointed manager, what would you do to create positive self-fulfilling prophecies in relation to your employees’ behaviour?

Students might not be familiar with the objective of the question after reading it. In this case the lecturer might want to direct the students’ attention to Theory Y. Theory Y defines an organisational environment, in which managers let their subordinates work in more participative ways; enabling more job involvement, freedom and responsibility. The question directs students’ attention to the ways how they can achieve that. Ask students to think of specific activities they would do in a manager’s position to facilitate more involvement, freedom and responsibility.

Some techniques to consider that create self-esteem and lead to self-actualisation of employees are:

· Empowerment. This means giving more and more responsibilities to subordinates, which increases the level they have to be involved in particular tasks. However, managers should find an incremental way not to overload staff members, because that could create a contradicting effect (losing interest). Once employees were given more responsibility, they have a greater overview of the business they can be involved in decision-making, and it is quite likely that they will feel free.

· Outsourcing. Managers can give some of the tasks they used to work on to their subordinates. This method has an advantage to the manager and the subordinate. It helps the manager, because he makes one of his colleagues involved in his everyday activities, on the other hand this helps the employees in their self-development and learning process. Employees undertaking tasks from a higher management level will be inspired to take more responsibility.

· Informal control. Managers should not have high control over their subordinates, because it prevents people from giving their full performance. Managers should facilitate their employees’ thinking and learning and through that monitor their progress.

· Informal work environment. The setting of the work stations, the seating of employees at a work place can influence the way managers can facilitate participation of employees. (People working together, or having an influence on each other’s work should be seated so that it facilitates communication and teamwork among them.)
· Group atmosphere. Creating pleasant work relations.

· Open-door policy. Managers should act as a facilitator, rather than a boss. This might help employees to turn to their managers if they need help.

· Communication and sharing information. Managers should clearly communicate their expectations to their subordinates especially putting emphasis on how the employee work is related to the performance of the company.

· Listening. Managers should carefully listen to the needs and problems of their employees, which will create a trust-based environment between them.

· Long-life learning and training. Managers should emphasise to their employees that they have to develop their skills continuously and continuously learn new methods and ways in their area of expertise.

· Initiatives. Managers should monitor employees’ skills to start new things, exploring new methods and taking risk.

· Benefits. Any of the above can be linked to providing financial and/or non-financial benefits, which emphasises to the employees that hard work will pay off in the long-term.
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