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Chapter 2

Fayol, the book was translated into English with the title, General and Industri-
al Management, and gained great recognition. Fayol is now considered one of 
the essential contributors to classical organizational theory. Fayol’s branch of 
classical organizational theory is called the administrative school.

Fayol set out six functions, all of which must be present in an enterprise in order 
for it to function:

• Technical functions (development, production and adaptation of goods)
• Commercial functions (acquisition, sale and exchange of activities)
• Financial functions (acquisition and investment of capital)
• Security features (protection of property and people)
• Accounting functions (control costs, inventory, etc.)
• Administrative functions (coordination, control, organization, planning 

and management of people)

Fayol ‘s main interest was administration, and in his book, he set out 14 mana-
gerial principles (also referred to as administrative principles), which he says 
is not a complete list – because, as he explains:

“There is no limit to the number of managerial principles. Each rule or mana-
gerial procedure that strengthens the organization or facilitates its operation has 
its place among the principles, at least as long as experience confirms its value.”

The 14 principles are as follows:

1. Division of labour (here, Fayol is entirely in line with Adam Smith: it is 
most effective when people share the work and specialise in a few work 
areas that they master well).

2. Authority with a corresponding responsibility. Authority is the right to 
issue orders and the power to expect to be obeyed. With authority comes 
responsibility.

3. Discipline. The organization’s employees must obey and respect the rules 
that have been agreed and applied.

4. Unity of command. Each employee must receive orders from one – and 
only one – superior.

5. Unity of direction. The activities within an organization with a shared 
goal must have one manager and one plan.

6. Subordination of individual interest to the overall interests of the Organi-
zation.

7. Remuneration of the employees must be fair.
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