
UNIT-2 

Evolution of Management Thoughts (Managerial Function) 

Management has been studied in business academics since earlier times and it is considered as 

an integral part to understanding business operations. People have been changing and 

redesigning organizations for centuries. Though the 20th century is noticeable in history as an 

'Era of scientific management', it still does not indicate that management tactics were not used 

in previous years. Many studies indicated that Management theory evolved with "scientific" and 

"bureaucratic" management that used measurement, procedures, and routines as the basis for 

operations. Firms developed hierarchies to apply standardized rules to the place of work and 

penalized labor for violating rules. With the "human relations" movement, companies 

emphasized individual workers. Modern management theories, including system theory, 

contingency theory, and chaos theory, focus on the whole organization, with employees as a key 

part of the system. 

The evaluation of management can be categorized into various parts: 

• Classical Approach (1880-1930), 

• Neo-classical Approach (1930-1950), 

• Modern Approach (1950-Present). 
 

Classical Management includes Scientific Management School, Administration Management 

School, and Bureaucracy Management. Neo- classical Management includes Human relation 

school and Behavioral Management School. Modern Management includes social system school, 

Decision theory school, Quantitative Management School, System Management School, and 

Contingency Management School. 

 

Early Management Thought 
 

The period from 1700 to 1800 emphasizes the industrial revolution, and the factory system 

highlights the importance of direction as a managerial purpose. Thus, the development of 

management theory can be seen as how people struggled with relationships at certain times in 

olden periods. Many economic theorists during this period described the notion of management. 

Adam Smith and James Watt have been recognized as two theorists who launched the world 

toward industrialization. Adam Smith brought about the revolution in financial thought and 

James Watt's steam engine provided cheaper power that revolutionized English commerce and 

industry. Both provided the basis for modern concepts of business management theory and 

practice. 



Classical Approach: 

• Scientific Management: This approach, popularized by Frederick Taylor, focuses on 

scientifically analyzing work processes to increase efficiency and productivity. It involves 

breaking down tasks into small, standardized steps and optimizing each step for 

maximum output. Managers use time and motion studies to identify the most efficient 

methods and provide workers with training and incentives to follow these methods. 

• Administrative Management: Henri Fayol's administrative approach emphasizes the 

functions of management, which include planning, organizing, commanding, 

coordinating, and controlling. It highlights the importance of clear organizational 

structure, well-defined roles and responsibilities, and effective communication within 

the organization. 

• Bureaucratic Management: Bureaucratic management is viewed as an ideal 

organizational structure. Its principles include clear roles, legal authority, hierarchy, 

rules, trained staff, expertise-based appointments, skill-based promotions, and defined 

career paths. Max Weber, a German sociologist and "father of modern Sociology," 

championed bureaucracy for large organizations. He critiqued ineffective businesses 

driven by personal connections, advocating for bureaucracy's logical structure. Weber 

emphasized division of labor, hierarchy, rules, impartiality, and employee selection 

based on skill. He stressed that managers' authority should come from position, not 

tradition or personality. 

Frederick Taylor's approach, known as "Scientific Management" or "Taylorism," is a 

management philosophy that focuses on optimizing work processes and increasing efficiency 

through scientific analysis and measurement of tasks. Here's a concise overview of Taylor's 

approach: 

  

1. Efficiency and Productivity: Taylor's primary concern was to maximize efficiency and 

productivity in the workplace. He believed that there is a "one best way" to perform each task, 

and his approach aimed to identify and implement these optimal methods. 

  

2. Time and Motion Studies: Taylor introduced the concept of time and motion studies, where 

he observed and analyzed workers' movements to identify the most efficient sequence of 

actions. This data-driven approach aimed to eliminate wasteful actions and improve 

performance. 

  

3. Standardization: Taylor advocated for standardizing work processes to ensure consistency and 

efficiency. This involved specifying detailed procedures that workers should follow to complete 

tasks. 

  



4. Task Specialization: He emphasized breaking down complex tasks into smaller, specialized 

tasks that could be performed by individuals with specific skills. This division of labor was believed 

to increase efficiency and reduce training time. 

  

5. Incentive Systems: Taylor introduced piece-rate pay systems, where workers were 

compensated based on their output. He believed that financial incentives would motivate 

workers to increase their productivity. 

  

6. Scientific Selection and Training: Taylor argued for scientific selection of workers based on 

their physical and mental abilities for specific tasks. He also advocated for training workers to 

follow the prescribed methods. 

  

7. Clear Managerial Control: Taylor recommended a clear distinction between the roles of 

managers and workers. Managers were responsible for planning and directing, while workers 

were expected to follow the established procedures. 

  

8. Critique of "Rule of Thumb": Taylor challenged the prevailing practice of using "rule of thumb" 

methods and personal judgment. He believed that decisions should be based on systematic 

analysis and data. 

  

9. Cooperation between Managers and Workers Taylor believed that a collaborative relationship 

between managers and workers was essential for implementing scientific management 

effectively. He suggested that managers should provide clear instructions and support to 

workers. 

  

Taylor's approach was influential during his time and laid the foundation for many modern 

management practices. However, it also faced criticism for its potential to dehumanize work and 

for its oversimplification of complex tasks. Nevertheless, Taylor's emphasis on data-driven 

analysis, efficiency, and the role of management in optimizing work processes remains relevant 

in various industries today. 

 

Henry Fayol's Administrative Management (1841–1925): Henri Fayol is known as the 

father of modern Management. He was a popular industrialist and victorious manager. Fayol 

considered that good management practice falls into certain patterns that can be recognized and 

analyzed. From this basic perspective, he devised a blueprint for a consistent policy of managers, 

one that retains much of its force to this day. Fayol provided a broad analytical framework of the 

process of management. He used the word Administration for Management. Fayol categorized 

activities of business enterprise into six groups such as Technical, Financial, Accounting, Security, 



and Administrative or Managerial. He stressed constantly that these managerial functions are 

the same at every level of an organization and are common to all firms. He wrote General and 

Industrial Management. His five functions of managers were plan, organize, command, co-

ordinate, and control. Principal of administrative management. 

1. Division of Work (Division of Labor): 

 

   - Principle: Work should be divided among individuals and groups to ensure that tasks are 

more manageable and specialized. 

   - Rationale: Specialization leads to increased efficiency and expertise in performing tasks.  

2. Authority and Responsibility: 

 

   - Principle: Authority (the right to give orders) should be accompanied by corresponding 

responsibility (accountability for the outcomes). 

   - Rationale: Clear lines of authority and responsibility help avoid confusion and ensure that 

tasks are carried out effectively. 

3. Discipline: 

 

   - Principle: Employees should follow established rules and procedures to maintain order and 

productivity in the organization. 

   - Rationale: Discipline ensures consistency in behavior and actions, reducing potential 

disruptions. 

4. Unity of Command: 

 

   - Principle: Each employee should have a single supervisor to whom they report and receive 

orders from. 

   - Rationale: This minimizes conflicting directives and ensures clarity in the chain of command. 

5. Unity of Direction: 

 

   - Principle: Activities with the same objective should be coordinated and directed under a 

single plan. 

   - Rationale: This helps avoid conflicting goals and ensures that the organization works towards 

a common purpose. 

6. Subordination of Individual Interests to the General Interest: 

 

   - Principle: Individual or departmental interests should not take precedence over the 

organization's overall goals. 

   - Rationale: Prioritizing the organization's interests helps maintain focus on its mission and 

objectives. 



 

7. Remuneration: 

 

   - Principle: Employees should be fairly compensated for their work. 

   - Rationale: Fair wages motivate employees and help retain and attract talent. 

8. Centralization: 

 

   - Principle: The degree of centralization (concentration of decision-making authority) should 

vary based on the organization's circumstances. 

   - Rationale: Centralization or decentralization should align with the organization's size, 

complexity, and needs. 

9. Scalar Chain (Chain of Command): 

 

   - Principle: There should be a clear hierarchy of authority, with a chain of superiors from the 

top management to the lowest ranks. 

   - Rationale: The scalar chain ensures that communication flows efficiently up and down the 

organization. 

10. Order: 

 

    - Principle: Materials and people should be in the right place at the right time. 

    - Rationale: Orderliness minimizes waste and disruptions in operations. 

11. Equity: 

 

    - Principle: Managers should be fair and just when dealing with employees. 

    - Rationale: Fair treatment fosters trust, cooperation, and a positive organizational culture.  

12. Stability of Tenure: 

 

    - Principle: Organizations should strive to minimize employee turnover and provide job 

security. 

    - Rationale: Stability of tenure reduces disruptions and allows employees to develop 

expertise in their roles. 

13. Initiative: 

 

    - Principle: Employees should be encouraged to take initiative and contribute to the 

organization's success. 

    - Rationale: Encouraging initiative can lead to innovation and continuous improvement. 

14. Esprit de Corps (Team Spirit): 

 



    - Principle: Building a sense of unity and team spirit among employees is essential.  

    - Rationale: A harmonious work environment enhances cooperation and morale. 

  

Fayol's principles provided a systematic framework for managers to organize and manage their 

activities effectively. While his ideas have been criticized for their prescriptive nature and 

limited consideration of external factors, they remain influential in the development of 

management theory and practice. Many of his principles continue to be relevant in 

contemporary management thinking. 

 
Max Weber (1864-1920) 

Bureaucratic management is an approach to organizational management that emphasizes the 

use of well-defined rules, hierarchical structures, and a rational-legal authority system to achieve 

efficiency and consistency within an organization. This approach was prominently developed by 

the German sociologist Max Weber in the early 20th century. Here are the key characteristics 

and principles of bureaucratic management: 

  

1. Hierarchical Structure: Bureaucratic organizations are characterized by a clear and formalized 

hierarchical structure, with distinct levels of authority. Each level has a specific set of 

responsibilities and duties. 

  

2. Specialization and Division of Labor: Jobs and tasks within a bureaucratic organization are 

highly specialized. Employees have specific roles and responsibilities based on their expertise and 

training. 

  

3. Formal Rules and Procedures: Bureaucracies rely on well-defined rules and procedures that 

govern all aspects of organizational operations. These rules are typically put in writing and are 

consistently applied. 

  

4. Impersonal and Rational: Bureaucratic management is impersonal and rational in its decision-

making processes. Decisions are made based on objective criteria and adherence to established 

rules rather than personal bias or favoritism. 

  

5. Merit-Based Employment: Employment and promotion in a bureaucratic organization are 

typically based on merit and qualifications. Hiring and advancement are determined by a person's 

skills, experience, and performance, rather than nepotism or favoritism.  

  

6. Clear Lines of Authority: Bureaucracies have well-defined lines of authority, with a clear chain 

of command. Subordinates are expected to follow orders and directives from their superiors. 



  

7. Functional Specialization: Different units or departments within the organization specialize in 

specific functions, such as finance, marketing, or production. Each unit is responsible for a 

particular aspect of the organization's operations. 

  

8. Record Keeping: Bureaucracies maintain extensive records and documentation of their 

activities, decisions, and transactions. This documentation helps ensure accountability and 

transparency. 

  

9. Predictable and Stable Environment: Bureaucratic organizations aim to create a stable and 

predictable environment in which employees know what to expect and can rely on established 

procedures. 

  

10. Efficiency and Rationality: Bureaucracies prioritize efficiency in achieving organizational 

goals. Rational decision-making processes, based on data and analysis, are used to optimize 

performance. 

  

11. Impersonal Relationships: Relationships within a bureaucratic organization are generally 

impersonal and formal. Personal emotions and considerations are kept separate from 

professional roles and responsibilities. 

  

12. Resistance to Change: Bureaucracies can be resistant to change due to their emphasis on 

established rules and procedures. Innovations and changes may face resistance if they disrupt 

existing processes. 

  

While the bureaucratic management approach has advantages, such as promoting efficiency and 

consistency, it also has limitations. Critics argue that excessive bureaucracy can lead to rigidity, 

slow decision-making, and reduced creativity. Additionally, it may not be well-suited to dynamic 

and rapidly changing environments. 

  

Many modern organizations have adapted elements of bureaucratic management while also 

incorporating more flexible and innovative approaches to meet the demands of the 

contemporary business world. This hybrid approach, often referred to as the "post-bureaucratic" 

or "flexible" model, seeks to balance efficiency and adaptability.  

 

Chester I. Barnard: Chester Barnard (1886-1961) was an American management theorist and 

executive who made significant contributions to the field of management and organization 

theory. His work primarily focused on the social aspects of organizations, and he is best known 



for his ideas on the functions of executives and the concept of informal organization. Here are 

some of his key contributions: 

  

1. Informal Organization: Barnard emphasized the importance of informal organization within 

formal structures. He argued that formal organizations are not just defined by their official 

structures and roles but also by the informal relationships and networks that exist among 

employees. He believed that understanding and managing the informal organization is crucial for 

effective management. 

  

2. Cooperation and Acceptance Theory: Barnard proposed the Cooperation and Acceptance 

Theory of Management. According to this theory, the willingness of individuals to cooperate in 

an organization depends on their perception of whether their efforts will help them achieve their 

personal goals. Managers must, therefore, ensure that employees see their tasks as contributing 

to their personal goals for cooperation to occur. 

  

3. Functions of the Executive: In his book "The Functions of the Executive" published in 1938, 

Barnard outlined the key functions of executives in organizations. He identified four essential 

functions: 

   - Maintaining communication within the organization. 

   - Defining organizational purpose and objectives. 

   - Securing necessary resources for the organization. 

   - Ensuring the overall effectiveness and efficiency of the organization.  

  

4. Acceptance Theory of Authority: Barnard proposed that authority in organizations is based on 

the acceptance of those in authority by the individuals they supervise. In other words, managers 

have authority because their subordinates accept their right to give orders. This acceptance is 

based on the belief that the manager's orders are consistent with the organization's objectives 

and the individual's personal goals. 

  

5. Zone of Indifference: Barnard introduced the concept of the "zone of indifference," which 

refers to the range of activities and orders that employees are willing to accept without 

questioning or resisting. Managers should aim to keep their directives within this zone to 

maintain the smooth functioning of the organization. 

  

6. Management as a Social System: Barnard viewed organizations as complex social systems and 

stressed the importance of understanding the social and human elements of management. He 

believed that successful management required a deep understanding of human behavior, 

motivations, and group dynamics. 

  



Chester Barnard's work significantly influenced the development of organizational theory and 

management practices. His ideas on the informal organization, the functions of executives, and 

the acceptance theory of authority remain relevant in the study and practice of management 

today. 

 

Neo-Classical Approach 

 
The neoclassical approach in management thought is an evolution and refinement of the classical 

approach, particularly the human relations aspect of it. It emerged as a response to the perceived 

limitations and shortcomings of classical theories. The neoclassical approach places greater 

emphasis on the human aspect of organizations and recognizes that employees are not just 

motivated by economic incentives but also by social and psychological factors. Elton Mayo's work 

and the neoclassical approach share significant commonalities and are closely related within the 

context of management thought. Mayo's research and findings played a pivotal role in shaping 

the neoclassical approach, particularly the human relations perspective. Here's how they are 

related: 

  

1. Human-Centric Perspective: Both Elton Mayo's approach and the neoclassical approach share 

a human-centered perspective. Mayo's emphasis on understanding and addressing the social and 

psychological needs of employees aligns with the neoclassical focus on recognizing the 

importance of individuals within organizations. 

  

2. Recognition of Social Factors: Mayo's research at the Hawthorne Works highlighted the 

influence of social factors on employee behavior and performance. This insight is a core element 

of the neoclassical approach, which recognizes that informal groups, interpersonal relationships, 

and social dynamics have a significant impact on how organizations function. 

  

3. Psychological and Motivational Factors: Mayo's work underscored the role of psychological 

needs and motivation in influencing employee behavior. This idea resonates with the neoclassical 

approach's emphasis on considering non-financial incentives, recognition, and job satisfaction as 

crucial factors in improving productivity and morale. 

  



4. Participation and Empowerment: Mayo's advocacy for involving employees in decision-

making processes and empowering them aligns with the neoclassical approach's emphasis on 

participatory management. Both perspectives recognize that giving employees a voice and a 

sense of ownership in their work can enhance their commitment and contribution. 

  

5. Impact on Management Practices: Both Mayo's approach and the neoclassical approach 

contributed to a shift in management practices from a strict focus on efficiency to recognizing 

the significance of human factors. Both perspectives advocate for open communication, positive 

work environments, and a managerial role that considers employees' well-being. 

  

6. Human Relations Movement: Mayo's research and findings are often considered a 

cornerstone of the human relations movement, a key aspect of the neoclassical approach. The 

human relations movement emphasizes the social and human aspects of organizations, which 

closely aligns with Mayo's contributions. 

  

Elton Mayo's work, particularly his research at the Hawthorne Works, provided empirical 

evidence and insights that influenced the development of the neoclassical approach. His 

emphasis on human behavior, social interactions, and psychological needs contributed to the 

shift in management thought towards a more people-centered perspective that remains 

influential in modern organizational practices. 

The neoclassical approach marked a significant shift in management thinking by acknowledging 

that organizations are composed of individuals with complex motivations and needs. This 

approach helped pave the way for the development of modern management practices that 

prioritize employee engagement, empowerment, and well-being, alongside organizational 

efficiency. 

 

Contribution of Peter Drucker 

"Management by Objectives" (MBO) is a management approach introduced by Peter Drucker in 

his 1954 book "The Practice of Management." MBO is a goal setting and performance 

management technique that aims to align individual and team objectives with the overall goals 

of the organization. The central idea of MBO is to improve organizational performance by 

defining clear, specific, and measurable objectives that employees can work towards. Here's a 

concise overview of MBO: 



1. Goal Alignment: MBO focuses on aligning the goals and objectives of individuals and teams 

with the broader goals of the organization. This alignment ensures that everyone is working 

towards a common purpose. 

2. Setting SMART Objectives: Objectives in the MBO process are defined using the SMART 

criteria: Specific, Measurable, Achievable, Relevant, and Time-bound. SMART objectives provide 

clarity and help in tracking progress.  

3. Participative Process: MBO involves a participatory process where employees are actively 

involved in setting their own objectives. This empowers employees and gives them a sense of 

ownership over their work.  

4. Performance Evaluation: Regular performance 

evaluations are a key component of MBO. 

Employees and managers review progress towards 

objectives and discuss accomplishments, 

challenges, and areas for improvement.                    5. 

Feedback and Coaching: MBO emphasizes 

continuous feedback and coaching. Managers 

provide guidance and support to employees, 

helping them stay on track and overcome 

obstacles. 

6. Flexibility and Adaptation: MBO recognizes that objectives can change based on shifts in the 

business environment. It allows for adjustments to objectives to remain aligned with changing 

circumstances. 

7. Motivation and Accountability: MBO creates a sense of purpose and motivation for 

employees. Clear objectives provide a sense of direction, while accountability ensures that 

individuals are responsible for achieving their goals. 

8. Organizational Alignment: MBO ensures that individual objectives contribute to the 

achievement of departmental and organizational goals. This alignment enhances coordination 

and collaboration across various levels of the organization. 

9. Managerial Planning Tool: MBO serves as a planning tool for managers to allocate resources, 

track progress, and assess the overall performance of the organization. 

10. Challenges and Criticisms: While MBO offers benefits, it also faces challenges like potential 

oversimplification of complex tasks and a focus on short-term objectives at the expense of long-

term strategy. 

 



Modern Approach 

The modern management approach is a contemporary perspective on managing organizations 

that emphasizes adaptability, people, data-driven decision-making, and ethical and sustainable 

practices. It recognizes the complexities of today's business environment and seeks to align 

strategies with these realities for long-term success. 

Three major modern approaches to management include: 

• Contingency Approach: The contingency approach, also known as the situational 

approach, recognizes that there is no one-size-fits-all solution in management. It 
emphasizes that the effectiveness of management practices depends on the specific 

circumstances and context in which they are applied. This approach suggests that the 

best management approach or decision may vary depending on factors such as the 

organization's size, culture, industry, and external environment. Managers must 
adapt their strategies and actions to match the unique requirements of each situation.  

• Systems Approach: The systems approach views an organization as a complex and 

interconnected system composed of various elements, including people, processes, 

technology, and the external environment. It emphasizes understanding how these 

components interact and influence each other to achieve organizational goals. This 
approach helps managers take a holistic view of their organizations and consider the 

broader implications of their decisions. It also acknowledges that changes in one part 

of the system can have ripple effects throughout the organization. 

• Quantitative approach: The quantitative approach to management uses statistics and 

mathematical techniques to solve complex problems. Depending on the business area, 

managers may use techniques like computer simulations or information models to assess 

performance. This analysis enables them to understand what is working and what is not 

within the business, then develop solutions to solve or improve the issues they find. 

Managers can also use these techniques and data to determine the benefits or risks of 

different ideas. This approach can help managers make objective decisions based on data 

and facts, rather than personal opinions or feelings, that support the business. This 

modern management approach often consists of three branches: 

Management science: Management science focuses on the use of mathematical and statistical 

methods to form effective business solutions and achieve goals. Examples of these tools include 

the Program Evaluation Review Technique (PERT), the critical path method (CPM) and sampling. 

Managers can use these tools in various situations, including project management, budgeting 

and developing schedules. 

Operations management: In operations management, managers implement practices that help 

make business and production processes more efficient. Depending on the situation, this 

method may require managers to restructure or redesign their processes. Some of the tools 



they use include forecasting, quality control methods and project planning. Often, these 

managers aim to make more or better products through the more efficient processes they 

implement. 

Management Information System: A management information system (MIS) represents a 

database that organizes an organization's data, and managers use this system to support 

informed decision-making. This system collects and stores real-time data, allowing managers to 

run reports on areas like financials, timelines, personnel and inventory. Managers can then 

monitor this information and use it to assess performance and make improvements or develop 

solutions as needed. 

 

Business Ethics 

Business ethics refers to the principles and values that guide the behavior and decision-making 

processes of individuals and organizations in the business world. It involves considering not only 

economic and financial factors but also moral and social responsibili ties. Here is a detailed 

overview of business ethics: 

Key Principles of Business Ethics: 

1. Integrity: Integrity is the foundation of business 

ethics. It involves honesty, truthfulness, and 

adherence to moral and ethical principles. 

Individuals and organizations are expected to act 

with integrity in all their dealings.     2. 

Transparency: Transparency entails openness and 

honesty in communication and decision-making. It 

involves providing accurate and complete 

information to stakeholders, including employees, 

customers, investors, and the public. 

3. Accountability: Accountability means taking 

responsibility for one's actions and decisions. In business, it means acknowledging mistakes, 

addressing them, and being answerable to stakeholders for the outcomes of decisions. 

  

4.   Fairness: Fairness is about treating all stakeholders equitably and justly. It involves avoiding 

discrimination, bias, and favoritism and ensuring that benefits and burdens are distributed fairly. 

  

5. Respect for Individuals: Business ethics emphasizes the dignity and worth of every individual. 

This includes respecting the rights, privacy, and well-being of employees, customers, suppliers, 

and the community. 

  



6.   Lawful Conduct: Ethical behavior in business includes compliance with all relevant laws and 

regulations. It goes beyond legal requirements to consider what is morally right and just. 

  

  Challenges and Issues in Business Ethics:   
  

1.   Conflict of Interest: A common ethical dilemma is when individuals or organizations face 

situations where their personal interest's conflict with their professional responsibilities. 

Managing and disclosing conflicts of interest is crucial. 

  

2. Corporate Social Responsibility (CSR): CSR involves a company's commitment to contributing 

positively to society. This includes environmental sustainability, philanthropy, ethical sourcing, 

and responsible business practices. 

  

3.   Whistleblowing: Whistleblowing occurs when an employee or insider reports unethical or 

illegal activities within an organization. It raises questions about loyalty, confidentiality, and the 

right to expose wrongdoing. 

  

4. Workplace Ethics: Ensuring a fair and respectful workplace is essential. Issues such as 

discrimination, harassment, and fair compensation must be addressed to maintain a healthy 

work environment. 

  

5. Environmental Ethics: Businesses must consider their impact on the environment. Sustainable 

practices, reducing pollution, and responsible resource management are crucial aspects of 

environmental ethics. 

  

6. Global Business Ethics: Operating in a global context brings additional ethical challenges, 

including navigating diverse cultural norms and addressing international labor and supply chain 

issues. 

  

  Benefits of Business Ethics:   
1.   Reputation and Trust: Ethical behavior enhances a company's reputation and builds trust 

among stakeholders, including customers, investors, and employees. 

  

2.   Legal and Regulatory Compliance: Following ethical practices helps businesses avoid legal 

issues, regulatory fines, and damage to their brand. 

  

3.   Employee Morale: A commitment to ethical values can boost employee morale and loyalty, 

leading to increased productivity and retention. 

  



4.   Customer Loyalty: Ethical businesses often attract and retain loyal customers who support 

companies that align with their values. 

  

5.   Sustainability: Ethical businesses are better positioned for long-term sustainability as they 

consider the impact of their actions on society and the environment.  

In summary, business ethics is essential for creating a responsible and sustainable business 

environment. Ethical behavior not only benefits individual organizations but also contributes to 

the well-being of society by promoting fairness, transparency, and responsible business practices. 

 

Social Responsibility of Business 

 
Social responsibility of businesses, often referred 

to as Corporate Social Responsibility (CSR), is the 

concept that businesses have ethical and moral 

obligations to contribute positively to society 

beyond their commercial interests. CSR involves 

taking voluntary actions that benefit various 

stakeholders, including employees, customers, 

communities, and the environment. Here are key 

aspects of the social responsibility of businesses: 

  

1. Environmental Sustainability: Businesses are increasingly expected to minimize their negative 

impact on the environment. This includes reducing carbon emissions, conserving natural 

resources, and adopting sustainable practices in production and supply chains. 

  

2. Ethical Sourcing: Businesses should ensure that the products and materials they source are 

produced ethically and sustainably. This includes avoiding suppliers that engage in exploitative 

labor practices or environmental harm. 

  

3. Workplace Ethics: Maintaining a fair and ethical workplace is crucial. This involves preventing 

discrimination, harassment, and unfair labor practices, and providing safe working conditions and 

fair compensation. 

  

4. Community Engagement: Companies can contribute to the well-being of the communities 

where they operate. This may involve supporting local charities, educational initiatives, and 

community development projects. 

  



5. Philanthropy: Many businesses engage in philanthropic activities, such as donating to 

charitable causes or establishing foundations to address social issues like poverty, healthcare, or 

education. 

  

6. Ethical Marketing: Ethical marketing practices involve providing accurate information about 

products and services, avoiding deceptive advertising, and ensuring that marketing messages are 

not harmful or exploitative. 

  

7. Transparency and Accountability: Companies should be transparent about their CSR efforts 

and hold themselves accountable for their social and environmental impact. This includes 

reporting on progress and challenges. 

  

8. Employee Well-being: Ensuring the well-being of employees goes beyond legal requirements. 

Businesses can provide benefits like healthcare, childcare support, and work-life balance 

programs to enhance the quality of life for their workforce. 

  

9. Diversity and Inclusion: Promoting diversity and inclusion within the workplace is not only a 

social responsibility but also a source of innovation and competitive advantage. It involves 

creating equal opportunities for all employees regardless of their  background. 

  

10. Supplier Relationships: Companies should encourage ethical practices among their suppliers 

and consider the social and environmental impact of their entire supply chain. 

  

11. Human Rights: Respecting and promoting human rights, both within the organization and 

throughout the supply chain, is an essential part of social responsibility. 

  

12. Corporate Governance: Ethical corporate governance ensures that businesses are managed 

transparently and with accountability to shareholders and other stakeholders. It involves 

responsible decision-making by boards and executives. 

  

13. Stakeholder Engagement: Engaging with various stakeholders, including employees, 

customers, investors, and communities, to understand their concerns and needs is crucia l for 

effective CSR. 

  

14. Long-Term Sustainability: Businesses should adopt a long-term perspective that considers 

the impact of their decisions on future generations, rather than focusing solely on short-term 

profits. 

  

15. Innovation for Social Good: Some companies actively engage in innovation to address 

pressing social and environmental challenges, such as developing sustainable technologies or 

solutions to global issues like clean energy and healthcare access. 



  

Social responsibility in business is not just a moral obligation but can also lead to improved 

reputation, customer loyalty, and long-term sustainability. Many consumers and investors today 

actively support businesses that demonstrate a commitment to social and environmental 

responsibility. As a result, CSR has become an integral part of modern business strategy. 

  



Practice Questions 

 
• What are the key principles of scientific management, and how did Frederick Taylor 

contribute to the development of this management theory? 

• Explain the concept of 'span of control' as proposed by Henri Fayol in administrative 

management. How does it impact organizational structure and management 

effectiveness? 

• What are the fundamental principles of bureaucracy, as outlined by Max Weber in the 

classical management approach? How do these principles contribute to organizational 

efficiency? 

• Explain the concept of the "human relations" movement within the neoclassical 

approach. How did it change the way organizations view employees? 

• Discuss the concept of corporate social responsibility (CSR) and its role in modern 

business ethics. 
 

Multiple Choice Questions 

 
1. Who is considered the father of scientific management within the classical approach to 

management? 

a) Max Weber 

b) Elton Mayo 

c) Frederick Taylor 

d) Douglas McGregor 

  

2. Which of the following is a key principle of the classical approach to management? 

a) Emphasis on employee satisfaction 

b) Focus on informal organizations 

c) Division of labor 

d) Human relations 

   

3. What did Max Weber contribute to the classical approach? 

a) Principles of scientific management 

b) Theory of bureaucracy 

c) Hawthorne Studies 

d) Theory X and Theory Y 

   

4. The Hawthorne Studies are associated with which approach to management? 

a) Classical 



b) Neo-classical 

c) Modern 

d) Post-modern 

  

5. Which of the following is a characteristic of the neo-classical approach to management? 

a) Emphasis on hierarchy and control 

b) Focus on maximizing efficiency through specialization 

c) Consideration of human factors and social aspects in organizations 

d) Advocacy for centralized decision-making 

   

6. Who introduced the concept of Theory X and Theory Y in the neo-classical approach? 

a) Frederick Taylor 

b) Max Weber 

c) Elton Mayo 

d) Douglas McGregor 

  

7. What does CSR stand for? 

a) Corporate Sustainability and Responsibility 

b) Corporate Social Responsibility 

c) Company for Social Relevance 

d) Community Service and Responsibility 

  

8. Which of the following is NOT a dimension of CSR? 

a) Economic responsibility 

b) Legal responsibility 

c) Ethical responsibility 

d) Competitive responsibility 

  

9. What is the primary focus of CSR in business? 

a) Maximizing shareholder profits 

b) Meeting regulatory requirements 

c) Balancing economic, social, and environmental responsibilities 

d) Reducing employee turnover 

   


