Week Three Lecture Notes

NEOCLASSICAL THEORIES OF MANAGEMENT
The Neoclassical Theory was an attempt at incorporating the behavioural sciences into management thought in order to solve the problems caused by classical theory practices. The premise of this inclusion was based on the idea that the role of management is to use employees to get things done in organizations; therefore, rather than focus on production, structures, or technology, the neoclassical theory was concerned with the employee. 

Neoclassical theorists concentrated on answering questions related to the best way to motivate, structure, and support employees within the organization. The two major sources of neoclassical theory:

· Human Relations Movement 
· Behavioural Movement
The Human Relations Movement arose from the work of several sociologists and social physiologists who concerned themselves with how people relate and interact within a group. The Behavioural Movement came from various psychologists who focused on the individual behaviour of employees. 
DOUGLAS MCGREGOR (THEORY X & Y)
Douglas McGregor (1906–1964) played a key role in promoting this redirection, through his efforts at sharpening the philosophical contrast between the human relations approach and the scientific management and administrative principles perspectives. McGregor used the term Theory X to describe his key assumptions about human nature. He suggested that theorists and managers holding these assumptions would describe management as follows:

Theory X Assumptions:
a. The average person has an inherent dislike of work and will avoid it if possible.
b. Because they dislike work, most people must be coerced, controlled, directed, or threatened with punishment before they will put forth effort toward the achievement of organizational objectives.
c. The average person prefers to be directed, wishes to avoid responsibility, has relatively little ambition, and desires security above all.

Theory Y Assumptions:
a. Expanding physical and mental effort at work is as natural as play and rest. The average person does not inherently dislike work.
b. External control and the threat of punishment are not the only way to direct effort toward organizational objectives. People will exercise self-direction and self-control in the service of objectives to which they feel committed.
c. Commitment to objectives is a function of the rewards associated with their achievement. The most significant rewards the satisfaction of ego and self-actualization needs can be direct products of effort directed toward organizational objectives.
d. Avoidance of responsibility, lack of ambition, and emphasis on security are not inherent human characteristics. Under proper conditions, the average person learns not only to accept but also to seek responsibility.
e. Imagination, ingenuity, creativity, and the ability to use these qualities to solve organizational problems are widely distributed among people.

According to McGregor managers holding the human relations perspective, is based on the first set of assumptions which include:
a. Managers are responsible for organizing the elements of productive enterprise—money, materials, equipment, people—solely in the interest of economic efficiency.

b. The manager’s function is to motivate workers, direct their efforts, control their actions, and modify their behavior to fit the organization’s needs.

c. Without such active intervention by managers, people would be passive or even resistant to organizational needs. They must therefore be persuaded, rewarded, and punished for the good of the organization.

According to McGregor, the scientific management and administrative principles perspectives promoted a “hard” version of Theory X. Both perspectives favored overcoming employees’ resistance to organizational needs through strict discipline and economic rewards or punishments. McGregor added that a “soft” version of Theory X seemed to underlie the Hawthorne studies, as the Hawthorne researchers appeared to regard satisfaction and social relations mainly as being rewards for employees who followed orders.

Theory Y, a contrasting philosophy of management that McGregor attributed to theorists, researchers, and managers holding the human relations perspective, is based on the second set of assumptions. According to McGregor, individuals holding Theory Y assumptions would view the task of management as follows:

a. Managers are responsible for organizing the elements of productive enterprise—money, materials, equipment, people-in the interest of economic ends.

b. Because people are motivated to perform, have potential for development, can assume responsibility, and are willing to work toward organizational goals, managers are responsible for enabling people to recognize and develop these basic capacities.

c. The essential task of management is to arrange organizational conditions and methods of operation so that working toward organizational objectives is also the best way for people to achieve their own personal goals.
Application of Theory X and Theory Y
Theory X and Theory Y are important tools in understanding the behaviour of human beings and in designing the incentive schemes to motivate the employees. Neither of the two sets of assumptions is applicable fully in all situations and to all types of people. It appears that Theory X is more applicable to unskilled and uneducated lower level workers who work for the satisfaction of their basic needs of food, clothing and shelter. Theory X Manager therefore assumes the following about their employees:

· They tends to believe that everything must end in blaming someone. He or she thinks all prospective employees are only out for themselves.

· They usually feel the sole purpose of the employees interest in the job is money. They will blame the person first in most situations, without questioning whether it may be the system, policy, or lack of training that deserves the blame. 

· Manager cannot trust any employee, and they reveal this to their support staff via their communications constantly.

· Manager can be said to be an impediment to employee morale and productivity. Managers that subscribe to Theory X, tend to take a rather pessimistic view of their employees. 

· Manager believes that his or her employees do not really want to work, that they would rather avoid responsibility and that it is the manager's job to structure the work and energize the employee. 

The result of this line of thought is that Theory X managers naturally adopt a more authoritarian style based on the threat of punishment.
Theory Y

Theory Y appears to be more applicable to educated, skilled and professional employees who understand their responsibility and are self-controlled. However, there can be exceptions. A lower-level employee may be more responsible and mature than a well-qualified higher level employee. The examples of employees at higher levels in modern organisations shirking responsibility are not uncommon. Therefore, management should use an amalgamation of both the theories to motivate different types of employees. Theory Y Manager therefore assumes the following about their employees
· Believes that, given the right conditions, most people will want to do well at work and that there is a pool of unused creativity in the workforce. 

· They believe that the satisfaction of doing a good job is a strong motivation in and of itself. 

· Will try to remove the barriers that prevent workers from fully actualizing themselves. 
CHESTER IRVING BERNARD (1886-1961)
Chester Bernard (1886-1961), like Follett, introduced elements to classical theory that would be further developed in later schools. Bernard, who became president of New Jersey Bell I 1927, used his work experience and his extensive reading in sociology and philosophy to formulate theories about organizations. `According to Bernard, people come together in formal organizations to achieve ends they cannot accomplish working alone. But as they pursue the organization’s goals, they must also satisfy their individual needs. 
And so Bernard arrived at his central thesis: An enterprise can operate efficiently and survive only when the organization’s goals are kept in balance with the aims and needs of the individuals working for it. What Bernard was doing was specifying a principle by which people can work in stable and mutually beneficial relationships over time. For example, to meet their personal goals within the confines of the formal organization, people come together in informal groups such as cliques. To ensure its survival, the firm must use these informal groups effectively, even if they sometimes work at purposes that run counter to management’s objectives. He cautioned managers to issue no order that could not or would not be obeyed; and stressed the role of the executive in creating an atmosphere where there is coherence of values and purpose.
Furthermore, Bernard provided insight into the concept of formal (consciously created) and informal (spontaneous) organizations within firms. In the writing of 1939, Barnard proposed one of the first modern theories of organization by defining organisation as a system of consciously coordinated activities. Barnard linked organizational success to the ability of a leader to create a cohesive environment. He proposed that a manager's authority is derived from subordinates' acceptance, instead of the hierarchical power structure of the organization; he therefore argued that managers must gain acceptance for their authority. Barnard formulated two theories i.e. one of authority and the other of incentives. He set the rules: 

· The channels of communication should be definite;
· Everyone should know about the channels of communication;
· Everyone should have access to the formal channels of communication;
· Lines of communication should be as short and as direct as possible;
· Competence of persons serving as communication centers should be adequate;
· The line of communication should not be interrupted when the organization is functioning;
· Every communication should be authenticated

Bernard believed that individual and organizations purposes could be kept in balance if managers understood an employee’s Zone of Indifference that is, what the employee would do without questioning the manager’s authority. Obviously, the more activities that fell within zone of indifference (what the employee would accept), the smoother and more cooperative an organization would be. 
Bernard also believed that executives had the duty to instill a sense of moral purpose in their employees. To do this, they would have to learn to think beyond their narrow self-interest and make an ethical commitment to society. Although Bernard stressed the work of executive managers, he also focused considerable attention on the role of the individual worker as “the basic strategic factor in organization.” When he went further to emphasize the organization as the cooperative enterprise of individuals, working together as groups, he set the stage for the development of the great deal of current thinking.

For example, companies are increasingly using teams. In fact, some advocate using teams, as the building blocks of the organization. Because teams are generally self-managing, supervisory roles are limited. Management provides direction by giving each team a common purpose and holds the teams accountable for measurable performance goals. Companies such as Toyota, Samsung and General Electrics are moving in this direction. 
MARY PARKER FOLLETT (1868-1933)
Mary Parker Follett (1868-1933) was a social worker, writer and organizational consultant and has been called ‘the woman who invented management’. She was among those who built on classic framework on the classical school. However, she introduced many new elements especially in relation to human relations and organizational structure. In this, she initiated trends that would be further developed by the emerging behavioral and management science schools.

Follett was convinced that no one could become a whole person except as a member of a group; human beings grew through their relationships with others in organizations. Parker Follett looked at management and leadership holistically - as a whole, not just a collection of parts. Each part, each function and each person was seen as interdependent, and the key concept is interrelatedness. Her model is about management by objectives, with people governing themselves, and interacting to achieve objectives through cooperation.

In fact, she called management “the art of getting things done through people.” She took for granted Taylor’s assertion that labor and management shared a common purpose as members of the same organization, but she believed that the artificial distinction between managers (order givers) and subordinates (order takers) obscured this natural partnership. She was a great believer in the power of the group, where individuals could combine their diverse talents into something bigger. Moreover, Follett’s “holistic” model of control took into account not just individuals and groups, but the effects of such environmental factors as politics, economics, and biology.

Follett’s model was an important forerunner of the idea that management meant more than just what was happening inside a particular organization. By explicitly adding the organizational environment to her theory, Follett paved the way for management theory to include a broad set of relationships, some inside the organization and some across the organization’s borders. Mary Parker Follett’s theories about management include such principles as:
a. Conflict resolution through integration often results in a win-win situation, for example,  identifying each party’s underlying needs, concentrating on the similarities and finding solutions that meet different sets of needs.
b. Genuine power is not coercive but coactive – not having power over someone, but sharing power with someone. She coined the phrases “power-over” and “power-with”. She argued that Frederick Taylor’s Time and motion studies at the time concentrated on managers having power over people, highlighting the need to ‘push’ people into action at work. Parker Follett observed that groups of people work more effectively if they share power with each other and the organisation, so that they ‘pull’ together and are empowered.
c. True leaders create power rather than expressing personal power, for example, they empower their team rather than exerting their power over the team members. Mary Parker Follett supported democratic and integrated forms of management (pull/power with). This was radical in the early 1900s, but has become the centre of many managers’ styles. Legislation, appraisal and training policies and procedures are often based around empowering and supporting employees.

ELTON MAYO & FRITZ .J. ROETHLISBERGER (1927-1932)
The key scholar under this category is Elton Mayo. The origin of behavioralism is the human relations movement that was a result of the Hawthorne Works Experiment carried out at the Western Electric Company, in the United States of America that started in the early 1920s (1927-1932). Elton Mayo and his associates’ experiments disproved Taylor’s beliefs that science dictated that the highest productivity was found in ‘the one best way’ and that way could be obtained by controlled experiment. 
The Hawthorne studies attempted to determine the effects of lighting on worker productivity. When these experiments showed no clear correlation between light level and productivity the experiments then started looking at other factors. These factors that were considered when Mayo was working with a group of women included rest breaks, no rest breaks, no free meals, more hours in the work-day/work-week or fewer hours in the workday/work-week. With each of these changes, productivity went up. When the women were put back to their original hours and conditions, they set a productivity record. These experiments proved five things. 
a. First, work satisfaction and hence performance is basically not economic but depends more on working conditions and attitudes, communications, positive management response and encouragement, working environment. 

b. Second, it rejected Taylorism and its emphasis on employee self-interest and the claimed over-riding incentive of monetary rewards. 

c. Third, large-scale experiments involving over 20,000 employees showed highly positive responses to, for example, improvements in working environments (e.g., improved lighting, new welfare/rest facilities), and expressions of thanks and encouragement as opposed to coercion from managers and supervisors. 

d. Fourth, the influence of the peer group is very high, hence the importance of informal groups within the workplace. 

e. Finally, it denounced ‘rabble hypotheses’ that society is a horde of unorganized individuals (acting) in a manner calculated to secure his or her self-preservation or self-interest.

These results showed that the group dynamics and social makeup of an organization were an extremely important force either for or against higher productivity. This outcome caused the call for greater participation for the workers, greater trust and openness in the working environment, and a greater attention to teams and groups in the work place. Finally, while Taylor’s impacts were the establishment of the industrial engineering, quality control and personnel departments, the human relations movement’s greatest impact came in what the organization’s leadership and personnel department were doing. To Mayo, the concept of ‘social man’ motivated by social needs, wanting rewarding on the job relationship and responding more to work-group pressures than to management control was necessary to complement the old concept of ‘rational man’ motivated by personal economic needs, all stem from Mayo’s work in the mid-1920s.

HERBERT A. SIMON (1916 – 2001)

Is considered the first Neo-classicalist to seriously challenge the tenets of Classical Organizational Theory. In 1947 he said that “Classical Organization Theory” was one of bounded rationality of human beings who “satisfice” because they do not have the intellectual capacity to maximize. Herbert studied decision-making within organizations (both Programmed vs. Un-programmed decisions). He developed the science of improved organizational decision-making through quantitative methods such as operations research and computer technology.
According to Simon Bounded rationality is the idea that when individuals make decisions, their rationality is limited by the tractability of the decision problem, the cognitive limitations of their minds, and the time available to make the decision. Decision-makers in this view act as satisfiers, seeking a satisfactory solution rather than an optimal one. He proposed bounded rationality as an alternative basis for the mathematical modeling of decision making, as used in economics, political science and related disciplines. It complements "rationality as optimization", which views decision-making as a fully rational process of finding an optimal choice given the information available. Herbert Simon criticized the General Principles of Management of Henri Fayol saying:

· They were inconsistent, conflicting, and inapplicable to many administrative situations facing managers.

· Said that “so-called principles” could, with equal logic, be applied in diametrically (totally) opposed ways to the same set of circumstances.

· The “so-called principles” were really mere proverbs.

· Scholars say that Herbert Simon made an important contribution to the study of organizations when he proposed a model of "limited rationality" to explain the Hawthorne experiments. 

· The theory stated that workers could respond unpredictably to managerial attention. 

· The most important aspect of Simon's work was the rigorous application of the scientific method quantification and deductive logic were legitimized as the methods of studying organizations.
CONTEMPORARY/RECENT DEVELOPMENTS IN MANAGEMENT THEORY
Contemporary theories of management tend to account for and help interpret the rapidly changing nature of today’s organizational environments. Contemporary Management Theory comprising works such as Systems Approach, Situational or Contingency theory, Chaos theory and Theory Z.
THE SYSTEMS THEORY OR APPROACH
Systems theory or approach is one of the important concepts in modern management. It deals with change and interrelationships in complex organizations.  A critical aspect of the theory is interdependency. A change in one part of the system must affect other parts of the system. For example, a managerial decision to increase out-patient care in a hospital affects nursing and treatment resources as patients need change.

The systems theory perceives the organization as more than an economic unit  that  makes  rational  use  of  people,  machines  and  materials  to increase efficiency and productivity or profits. It recognises the organization as a fusion of parts, processes, and goals that make a living, changing, human enterprise. The fusion parts are people, machines, and material resources. The processes that unite them together include planning, organising, staffing, influencing, and controlling the managerial functions.  These processes link the parts and aim at achieving the organisational goals. The systems concept frees management from the narrow efficiency oriented view of the organization; it incorporates many variables that affect the system and influence managers’ actions. The concept gives managers more leverage for adjusting the system and a more realistic picture of their impact on it.

The Origin and Development of the Systems Theory or Approach
The systems theory or approach has its own theoretical relevance and practical utility. In fact, no management can overlook the system approach. The practicing managers always take into account a large number of interacting influences and variables in performing their jobs. An organization represents a system which itself operates within a politico-administrative system. This, in turn, interconnected with various other systems, and each has within it a number of subsystems.

More recently, studies have focused on the analysis of organisations as systems   with   a   number   of   interrelated subsystems.  The  systems approach is  not  new  and  has  been  used  in the  natural and  physical sciences for a number of years. One of the founders of this approach was the biologist Ludwig Von Bertalanffy who used the term “Systems Theory” in an article published in 1951. He is generally credited with having developed the outline of general systems theory.  The systems approach to organization  has arisen, at least in part, therefore, from the work of biologists, Miller and Rice who have likened the commercial and industrial organization to the biological organism. 

Using a general systems theory or approach, Boulding classified nine levels of systems of  increasing complexity according to  the  state  of development  and   knowledge   about   each   level.   Organisations  are complex social systems and are more open to change than lower level simple, dynamic or cybernetic systems. Boulding felt there were large gaps in both theoretical and empirical knowledge of the human level and the social organisations level of systems, although advancement has now been achieved with recent theories of organisational behaviour. 

It may be mentioned here that the Classical Approach emphasised the technical requirements of the organization and its needs less importance to the people. The Human Relations Approach emphasised the psychological and social aspects, and the consideration of human needs more importance to social aspects, and the consideration of human needs more importance to people. The Systems Approach attempts to reconcile these two earlier approaches and the work of the formal and the informal writers. Attention has been focused on the organization as a whole, interrelationships of structure and behaviour, and the range of variables with the organization. This approach encourages managers to view the organization both as a whole and as part of a larger environment. A system may be defined as an organised group of parts, components, or subsystems linked together according to a plan, to achieve specific objectives. 

An organization is looked upon as a system comprising parts, each of which contributes to the operation of the organization and is dependent on the others for its own needs.  The system of parts is self-adjusting to disturbances, which hinder the fulfillment of organizational objectives. The first to see management in the context of systems was Chester I. Barnard. He considered the executive as a component of a formal organization, and the latter as part of an entire cooperative system involving physical, biological, social and psychological elements. Barnard’s inclusion of  physical (materials and machinery), biological (people as discrete beings who breath air and need space), and social (group interactions, attitudes, and beliefs) elements in the systems in which the manager operates in perhaps a more accurate portrayal of the managerial subsystems than the usual social psychologists’ view of this subsystem as related only to the social system. 

Barnard  saw  the  need  for  cooperative  action  in  organisations;  he believed that people’s ability to communicate, and their commitment and  contribution  to  the  achievement  of  a  common  purpose  were necessary for the existence of cooperative systems.

Organisations as Open and Closed Systems

According to Von Bertalanffy, there are two basic types of systems: open systems and closed systems.

Open Systems
The open system is constantly interacting with its environment. A plant is an example of an open system. Constant interaction with the environment influences the plant’s state of existence and its future. In fact, the environment determines whether the plant will survive.

Moreover,   open   systems,   especially   social   systems,   tend   toward increased elaboration and differentiation. In other words, open systems will, as they grow, tend to become more specialised in their elements and elaborate in their structure, often creating a new supra-system with wider boundaries. Thus, in a growing business, more specialised departments  are  created;  and  elaboration of  the  system  may  occur through acquisition of sources of supply, expansion of product lines, or the creation of new sales offices, districts or government branches.

Characteristics of an Open System
The following are the key characteristics of an open system.
a. Exchange   of   information:   An   open   system   exchanges information, energy or material with its environment

b. Transformation of inputs: An open system converts inputs into outputs plus the energy and the materials used in the operation of the system.

c. The outputs: An open system exports a product or service to the external environment.

d. Steady state: An open system is required to achieve a steady state or dynamic homeostasis in which it ingests enough inputs from its environment to offset its output.

e. Feedback: If an open system is to achieve dynamic equilibrium, it must have feedback. This feedback tells whether the system is achieving its equilibrium and is not in danger of being destroyed.

f. Equifinality: An open system can achieve the desired results in various ways by means of a concept or process referred to as equifinality.

g. Differentiation and elaboration: An open system, as it grows, tends to become more specialised in its elements, and to elaborate its structure with wider boundaries.

In a dynamic environment, the business organisation is not a closed system; it is an open system. There is continual interaction with the external environment, which it belongs to.

Closed System

Closed systems are not influenced by and do not interact with their environments.   They are mostly mechanical and have necessary predetermined motions or activities that must be performed regardless of their environment.  A wall clock is an example of a closed system. Regardless of its environment, a wall clock’s wheels, gears, and so forth must function in a predetermined way if the clock as a whole is to exist and serve its purpose.

The classical approach emphasised the technical requirements of the organisation and its needs “organisations without  people.” It was mainly concerned with  the  closed  system.  Such a closed system approach confined itself to the internal relationship and consistencies within the organisation. The classical theorists ignored the effect of the environment. If an organisation does not respond to exchanges in the environment, it will become a closed system and the business may be faced with the danger of entropy.

Some Key Concepts of Systems Theory
Many concepts of a typical systems theory are finding their way into the language of management. As managers, we should be familiar with the systems vocabulary, so that we  can  keep  pace  with  current developments. The following are some key concepts of systems approach.

a. Subsystems: The parts that make up the whole of a system are called subsystems and each system in turn may be a subsystem of a still larger whole.  Thus, a department is a subsystem of a plant, which may be a subsystem of a company. The company may be a subsystem of a conglomerate or industry, which is a subsystem of the national economy as a whole, which is a subsystem of the world system.

b. Synergy: Synergy means that the whole is greater than the sum of its parts. In organizational terms, synergy  means  that  as separate departments within an organization  cooperate   and interact, they become more productive than if each had acted in isolation. For instance, it is more efficient for each department in a small firm to deal with one financing department than for each department to have a separate financing department of its own.

c. Open and closed systems: A system is considered open if it interacts with its environment; it is considered closed if it does not.  All organisations interact with their environment, but  the extent to which they do so varies. An automobile plant, for example, is a more open system than a monastery or a prison.
d. System boundary: Each system has a boundary that separates it from its environment. In a closed system, this boundary is rigid; in an open system, the boundary is more flexible. The system boundaries of many organisations have become increasingly flexible in recent years.
e. Flow: A system has flows of information, material, and energy (including human). These came into the system from the environment as inputs (raw materials), undergo transformation process with the system (operations which alter them), and exist in the system as outputs (goods and services).

f. Feedback: Feedback is the key to system controls. As operations of the system proceed, information is fed back to the appropriate people or perhaps to a computer so that the work can be assessed and, if necessary, corrected. 

Systems theory highlights the dynamic and   interrelated management task. Thus, systems theory provides a framework within which we can plan actions and anticipate immediate and far–reaching consequences, and at the same time it enables us understand unanticipated consequences as they may develop. From a systems perspective, general managers can easily maintain a balance between the needs of the various parts of the organisation and the needs and goals of the enterprise as a whole.

Components of Systems Theory
Systems are often drawn in form of flow charts or block diagrams.  The system is a combination of inputs, transformation, and outputs. This input transformation output chain is sometimes called the cycle of events.

a. Inputs: Inputs refer to human and other resources such as energy, machinery, raw  materials, component parts,  and information – that  are  necessary  to   operate  and  maintain  the  system  or subsystem.     People provide both  physical and mental energy required to operate business systems. Production inputs are those inputs  that  undergo  transformation and  become  a  part  of  the system’s  outputs.    Maintenance inputs, in  contrast,  are  those inputs that  facilitate the functioning of  the system but  do  not directly become a part of the system’s output. Maintenance inputs are often crucial for human resources, since these are the factors that motivate the members of the organisation to remain with the organisation and to perform their tasks in an efficient manner.

b. Transformations: Transformations are the operations  involved in  converting inputs  into  outputs.  All systems exert  influence upon
and  essentially change the inputs   they   receive. A manufacturing  facility  such  as  Republic  Steel   has   complex mechanisms for  converting iron  ore,  coal,  and  limestone  into finished steel. The telephone subscription department transforms telephone change-of–address requests by subscribers into written instructions for its mailing department. This process of change is sometimes labelled the throughput of the system.

c. Outputs: Outputs are the products of the system. They are the results of the transformation process. The component of a system is diagrammatical shown as follows.
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Two forms of outputs exist: direct and indirect, both must be considered in assessing an organisation. The direct outputs are those for which the system was originally established. Indirect outputs can be equally important. Organisations occupy a place in their physical, economic, and social environments, their activities affect these environments. For example,  Gulf  Oil,  in  the  process  of  producing petroleum products employs thousands of people, provides financial support to television programming on  the  public broadcasting system, and seeks to  avoid polluting the physical environment thus providing jobs, aiding public broadcasting, and trying to practice conservation are indirect outputs at Gulf.   For you to understand a system fully, it is necessary that you understand both its direct and indirect outputs.
THE SITUATIONAL OR CONTINGENCY THEORY (TOM BURNS & G.M. STALKER AND P.R. LAWRENCE & J. W. LORSCH)
Situational/ Contingency Theory is a behavioral theory that claims that there is no single best way to design organizational structures. The best way of organizing e.g. a company, is, however, contingent upon the internal and external situation of the company. The contingency approach to organizational design tailors the design of the company to the sources of environmental uncertainties faced by the organization. The point is to design an organizational structure that can handle uncertainties in the environment effectively and efficiently. 
Therefore, previous theories such as Weber's theory of bureaucracy and Taylor's scientific management approach sometimes fail because they neglect that effective management styles and organizational structures are influenced by various aspects of the environment i.e. the contingency factors. Therefore, there cannot be ONE optimal organizational design for every company, because no companies are completely similar, and because every company faces its own set of unique environmental contingencies that result in different levels of environmental uncertainties. For example, if one is leading troops in Somalia, an autocratic style is probably best. If one is leading a hospital or University, a more participative and facilitative leadership style is probably best. Some important contingencies for companies are:

· Technology
· Suppliers and distributors 

· Consumer interest groups 

· Customers and competitors 

· Government 

· Unions 

When making an analysis of the contingencies in the environment, a PESTEL Analysis could also be very helpful. Contingency theory has historically sought to develop generalizations about the formal structures that would fit the use of different technologies. This focus was put forward by Joan Woodward (1958), who argued that technologies directly determine organizational attributes such as span of control, centralization of authority, and the formalization of rules and procedures. 
Theorists such as P.R. Lawrence and J. W. Lorsch found that companies operating in less stable environments operated more effectively, if the organizational structure was less formalized, more decentralized and more reliant on mutual adjustment between various departments in the company. Likewise, companies in uncertain environments seemed to be more effective with a greater degree of differentiation between subtasks in the organization, and when the differentiated units were heavily integrated with each other. On the other hand, companies operating in more stable and certain environments functioned more effectively if the organization was more formalized, centralized in the decision-making and less reliant on mutual adjustment between departments. Likewise, these companies do probably not need a high degree of differentiation of subtasks and integration between units. 

Tom Burns and G.M. Stalker found similar results in their research, where organizations operating in more stable environments tend to exhibit a more mechanistic organizational structure, where companies operating in more dynamic and uncertain environments tend to show a more organic organizational structure. Business leaders should therefore look at the contingencies of the environment, and assess whether or not the organization is capable of handling the uncertainties of the environment, and whether or not the organization is able to process the required amount of information.
Four Important Ideas of Situational/Contingency Theory

· There is no universal or one best way to manage organization 

· The design of the organizations and its’ subsystems must ‘fit’ with the environment

· Effective organizations not only have proper ‘fit’ with the environment but also between its systems

· The need of the organization are better satisfied when it is properly designed and the management style is appropriate both to the tasks undertaken and the nature of work group
Through their Theory of Mechanic and Organic System, Tom Burns and G.M Stalker (1961) have provided a way to understand which organization forms fit to specific characteristics of change or stability. The difference between Mechanistic and Organic systems of Organisation includes:

	Mechanistic systems of Organisation
	Organic systems of Organisation

	A mechanistic management system is appropriate to stable conditions. It is characterized by:
	The organic form is appropriate to changing conditions which give rise constantly to fresh problems and unforseen requirements for action which cannot be broken down or distributed automatically arising from the functional roles defined within a hierarchic structure. It is characterized by: 

	The specialized differentiation of functional tasks into which the problems and tasks facing the concern are broken down.;
	The contributive nature of special knowledge and experience to the common task of the concern; 

	The abstract nature of each individual task, which is pursued with techniques and purposes more or less distinct from those of the concern as a whole; i.e., the functionaries tend to pursue the technical improvement of means, rather than the accomplishment of the ends of the concern
	The 'realistic' nature of the individual task, which is seen as set by the total situation of the concern

	the reconciliation, for each level in the hierarchy, of these distinct performances by the immediate superiors, who are also, in turn, responsible for seeing that each is relevant in his own special part of the main task.
	The adjustment and continual re-definition of individual tasks through interaction with others

	The precise definition of rights and obligations and technical methods attached to each functional role
	The shedding of 'responsibility' as a limited field of rights, obligations and methods. (Problems may not be posted upwards, downwards or sideways as being someone else's responsibility

	The translation of rights, and obligations, and methods into the responsibilities of a functional position
	The spread of commitment to the concern beyond any technical definition

	A tendency for interaction between members of the concern to be vertical, i.e., between superior and subordinate
	A lateral rather than a vertical direction of communication through the organization, communication between people of different rank, also, resembling consultation rather than command

	A greater importance and prestige attaching to internal (local) than to general (cosmopolitan) knowledge, experience, and skill
	Importance and prestige attach to affiliations and expertise valid in the industrial and technical and commercial milieu external to the firm

	A tendency for operations and working behavior to be governed by the instructions and decisions issued by superiors
	A content of communication which consists of information and advice rather than instructions and decisions


THE CHAOS THEORY
The Chaos theory is advocated by Tom Peters (1942). As chaotic and random as global events seem today, they are equally chaotic in organizations. Yet for many decades, managers have acted on the basis that organizational events can always be controlled. Thus, a new theory, known as chaos theory, has emerged to recognize that events are rarely controlled. Chaos theorists suggest that systems naturally go to more complexity, and as they do so, they become more volatile and must, therefore, expend more energy to maintain that complexity. As they expend more energy, they seek more structure to maintain stability. This trend continues until the system splits, combines with another complex system or falls apart entirely. It will need an effective manager for the latter worst scenario not to happen.

THEORY Z (WILLIAM OUCHI-1980)
Professor Ouchi spent years researching Japanese companies and examining American companies using the Theory Z management styles. By the 1980s, Japan was known for the highest productivity anywhere in the world, while America had fallen drastically. The word "Wa" in Japanese can be applied to Theory Z because they both deal with promoting partnerships and group work. The word "Wa" means a perfect circle or harmony, which influences Japanese society to always be in teams and to come to a solution together. Promoting Theory Z and the Japanese word "Wa" is how the Japanese economy became so powerful. And also because the Japanese show a high level of enthusiasm to work, some of the researchers claim that 'Z' in the Theory Z stands for 'Zeal'.

Ouchi wrote a book called Theory Z How American Business Can Meet the Japanese Challenge (1981), in this book; Ouchi shows how American corporations can meet the Japanese challenges with a highly effective management style that promises to transform business in the 1980s. The secret to Japanese success, according to Ouchi, is not technology, but a special way of managing people. This is a managing style that focuses on a strong company philosophy, a distinct corporate culture, long-range staff development, and consensus decision-making. This management practice leads to lower rate of absenteeism and turn-over, increased job commitment, better financial performance and dramatically higher productivity.

a. Much like McGregor's theories, Ouchi's Theory Z makes certain assumptions about workers. Some of the assumptions about workers under this theory include the idea that workers tend to want to build happy and intimate working relationships with those that they work for and with, as well as the people that work for them. 
b. Theory Z workers also have a high need to be supported by the company, and highly value a working environment in which such things as family, cultures and traditions, and social institutions are regarded as equally important as the work itself. These types of workers have a very well developed sense of order, discipline, a moral obligation to work hard, and a sense of cohesion with their fellow workers. 
c. Finally, Theory Z workers, it is assumed, can be trusted to do their jobs to their utmost ability, so long as management can be trusted to support them and look out for their well being.

One of the most important pieces of this theory is that management must have a high degree of confidence in its workers in order for this type of participative management to work. This theory assumes that workers will be participating in the decisions of the company to a great degree. Ouchi explains that the employees must be very knowledgeable about the various issues of the company, as well as possessing the competence to make those decisions. 
The author noted that management sometimes has a tendency to underestimate the ability of the workers to effectively contribute to the decision making process. But for this reason, Theory Z stresses the need for the workers to become generalists, rather than specialists, and to increase their knowledge of the company and its processes through job rotations and constant training.

Actually, promotions tend to be slower in this type of setting, as workers are given a much longer opportunity to receive training and more time to learn the ins and outs of the company's operations. The desire, under this theory, is to develop a work force, which has more of a loyalty towards staying with the company for an entire career, and be more permanent than in other types of settings. It is expected that once an employee does rise to a position of high level management, they will know a great deal more about the company and how it operates, and will be able to use Theory Z management theories effectively on the newer employees.

Differences between American and Japanese Management Practices
	American Organizations
	Japanese Organizations

	Short-term employment
	Lifetime employment

	Individual decision making
	Collective decision making

	Individual responsibility
	Collective responsibility

	Rapid evaluation & promotion
	Slow evaluation & promotion

	Segmented concern for employee as an employee
	Holistic concern for employee as a person

	Explicit control mechanisms
	Implicit control mechanisms

	Specialized career paths
	Non-specialized career paths


Conclusion
Conclusively, managing as practice is art; organized knowledge about management is science. The development of management theory involves the development of concepts, principles, and techniques. There are many theories about management, and each contributes something to our knowledge of what managers do. Each approach or theory has its own characteristics and advantages as well as limitations. The operational, or management process, approach draws on each “school” and systematically integrates them.  No doubt, a manager who makes serious attempts to translate theory into reality is bound to increase productivity more than a manager who chooses to use the ‘fire brigade’ or trial and error approach.

Revision Question
Management is said to be a concept and practice that an organization cannot do without since it is described as the working with and through other people to accomplish the objectives of both the organization and its members. With the challenges of the present day turbulent and complex environment, organizations need competent managers to steer their organizations to keep float the stiff competition and ensure that their enterprise is a perpetually going-concern. As a student of POM discuss Henry Mintzberg ten (10) managerial roles for a manager to posses if they are to steer a present day organization to maximum efficiency. (25 Marks)
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