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Manageral compe(ence 15 10 short supply Despite greatly increased
and In c d a marked

£
improvement in management sophistication the contmuing scarcrty of
competent managers is caused by three major factors

1) The pressure for higher productvity 15 undiminished Urban re
newal anupollution measures medical care housing space exploration
education aid to developing countries and similar activities require care
ful managing of massive flows of goods and services Also we need higher
productivity 1o satisfy expectations of a rising living standard for a growing
population and to check inflation

2) At the same tme the task of managing 1s growing in difficulty
We expect our managers to be more sensitive to social needs to deal with
more obstrep: D and other contnb to adjust more
quickly to changing technology and world competition and to direct a
varniety of newly developed quasi pubhc insttutions

3) Meanwhile our improved techn ques for managing take longer
to learn Research findings complex hardware and more sophssticated
concepts sharpen the judgment of managers but they also require tume
for retooling

Because of these pressures the traiming of future managers 1s a
pnmary chaflenge for professional education

Preface



This book has been revised so that it can continue to contnbute
10 the development of managers to meet this vital soctal need New fea
tures of the book that can be quickly recognized include the following
chapters

Chapter 2—Design of Operating Units Treats individual job design
small group structure and large group association as a related progression
of desigr deaisions even though knowledge about behavior at different
levels comes from divergent sources

Chapter 6—New Approaches to Structural Design Explores oppor
tunties to use matnx orgamization external staff and a presidents office
Also considers interest group representaion within a company and the
impact of computers on organization

Chapter 9—Conflict sn Organizations Recognizes the mevitability of
conflict in a psychological sense and examines the sources of orgamza
tional conflict Distinguishes between constructive and destructive confhict
Sugpests orgamzanonal arrangements for dealing with conflict

Chapter 15—Dectsion Making 1n Organizations Examines the effect
of group instead of individual performance of each of the four crucial
steps in decision making (1) diagnosis (2} finding creative alternatives
(3) forecasting consequences of a proposed action and (4) making a final
choice Introduces a new concept of credibbity structure

Chapter 28—5 gy and M Design Expands the strategy
and structure concept (1) by developing the tdea of a total management
design and {2) by suggesting a way of matching such a management
design 1o company strategies

Chapter 29—International Management Focuses on the problem of
transferning United States management practices abroad Provides a basis
for comparative management studies and gives a fresh perspective on
United States management practices one that 1s particularly pertinent 10
this period of social change

All the cases are also new They deal both with small and large
companies engaged in vartous kinds of endeavor and two have a forergn
setting Because they are sufficiently descriptive the cases can be used
tn several ways case discussion first followed by study of concepts text
analysis interwoven with cases concentration on text and outside read
ings with the cases being used for review and application The optmum
arrangement will depend on the educational objectives the time available
and the background that readers bnng to the endeavor

Most of the questions that follow each chapter have been revised
and updated Bibliographies also found at the end of each chapter have
brief annotations that will help readers pursue areas in which they are
pasticularly interested The entire manuscript has been carefully edited and
revised to keep the discussion and examples televant to curcent issues

Two other features of the revision are qurte important even though
they are less evident at first glance The ad of a total




design 1o the needs of each speanc enterprsa recenes repea’ed a*erion
QOur corvict 01 15 that tomormow s ~anagers will be deal rg with dverse
ard changing e~'erpnses operaung wath vanaws kinds ¢* techro ogv In
such arcumstances abiiny 10 adjLst the manazement de<izn ta Tt rew
needs ard to keep the phases or manage—ert inregrated w 't e o crLaial
importarce CorseGuenty 2> each addit onal subprocess » dscussed we
build this theme of martch rg management des gn to 1" partcular task

Also we teel that rew research *rd rgs 2a~d rew thecn in the
behavioral and quant tative areas shau d be evectrely related to the total
management job The hsten of managemen® s stdded with examples at
jumping from a r esh =5 ght in*o act on with inadequa’e ate~ton to the
vital intenen ng s*age of syrthesis The sopk sticated manager shol'd be
aware of ths danzes Our beter a befer tha » conrrmed by the ex
perience of many successtu! managers s that ke toral complex process
of managing mus* be thoroughly under ood berore the il parennal of
new insights can be e=ectveh harressed

Theretore 11 this revis on we bhave retained the emphasis on the
total process but alo provide b dges to specalized advarced courses
For instance Chaptess 11 to 15 on deasicn maki~e gve 2 useful cpera
tionaf base tor decis on theov Chaprers ™ to 10 and 20 to 23 are d rect'v
related to bekavioral research Chapter 23 provides a2 bebavioral tourda
tion for systems theorv and so on New deas will con'nb.te mere
potently to management erectiveness when thev can be prorptly related
to the total phenomenon of managing

To aid readers who have | mited backgrourd in managzeme=t a studv
guide for this revision s available And for readers who want recent art
cles that armplity concepts trom the text a fullv revised set or read nas
will be fourd 1n the rew ed tien ot The Progress of Matagaren®

The general s ructure of the book has been reta red The sequemce
of parts—starting w th the sub ect ot organzing mov ~g on to pla~ring
and then lead ng and clos rg with cenerall ng—is pamar v tor comver ence
In exposition In real Iite the phases of manazing are closely interrelated
as we stress time and azamn Byt because all aspects of a complex sub ect
cannot be d scussed at the s2me ume we start with the structure of work
assignments and then weave in add tonal elemen’s Hopefully we emerze
at the end not with bits and preces but with a single fabnc

A boak ot ths character reflects the eforss of 3 large rumber of
people We are especiallv ndebted to Ravrmord Mullaney of Prennce-
Hall Inc who skilffuliv ed ted the manuscnpt ard to Camiliz Koch of
Columbia University who put together from three authors a manuscnp*
that cou'd be edited

The Samue! Bronfman Foundatton through its sugport of manace-
ment stud es at the Columbia Graduate Schaal of Business made te
wnung of this book possible \ve smcerelv Fope that Mr Bronfman a~d
the ofticers of the FoLndaton frd that this t1gible evidence of the wark
they have susta ned 15 in keeping with therr deep inverest 10 a2 vire pro-
ductive business system
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Chapter One

Introduction
Sociat Role of Managers

szation, complexity, size, and multinational dependence, the task of
achieving coordinated action has intensified

To understand the significance of managing, let us take a closer look
at the role managers play @ our soctety

Muluple Integration

One key facet of the mar job s 7 The successful
firm must be integrated externally with 1ts environment and internally
among its departments

External integration Every enterprise, be 1t a university or a steel mull,
requires continuing give-and take relationships with an atray of contribu-
tors Consumers provide markets supplers provide matenals and equip-
ment, nvestors provide capital, local governments provide functioning
communities, and so on Typically, the relationship with each contributor
extends over an indefinte period, and benefits flow both ways—to the
contributor and to the firm

Each of these relationships 1s dynamic For instance, the amount,
speaifications, and dehvery schedule that a company desies for its raw
matenials will change as 1t adjusts to shifung consumer desires Likewise,
a supplrer faces his own shifts in costs, other demands, and capacity Con-
sequently, continuing mediation s needed to maintan a mutually ac-
ceptable flow While the give-and-take between an enterpnse and its
community or tts financial advisor involves intangibles, nevertheless the
need for a sustained exchange of benefits 1s no less vital

A nonprofit enterpnise such as a university has a comparable set of
external refationships 1t has consumers of 1ts services, providers of funds,
suppliers of matenals, local commumity and a vanety of specialized ad-
wvisors For survival, the university must attract and retan a continuing flow
of inputs from all these contnbutors

Management is concetned with more than mamtaining good rela-
tions with each contributing group separately In addition, it must make
sure that the “prce’ for cooperation desired by one contributor 1s com-

fig 1-1  Management must s
maintam viable external

relationships  Fer a Jumber .
company this poses a
question of its obligation ' % A . !

o replace bmber resources |

-y




patible with the requirements of all the others For example before a
manufacturer can promyse a customer goods of a certarn quakty at a
specific price for delivery on a given date he must be sure that the sup
plier of raw matenals will not wsist on conditions which funder him
from keeping his promises A comparal 1ssue anses when tne
cotlege administrator 1s trying to nduce afumny to suppart financially the
kind of education that 1s appealing to students and vice versa

Emple pose a duat problem for (1) They
like other contributors must find the satisfactions derived from ther as
sociation with the enterprise sufficently attractive to take the job At
the same time the inducements provided by the company 1o employees
(such as steady employment suitable pay interesting work) must be
compatble with necessary inducements to other contnibutors {2) in add
tion while they are on the job employees are a volatile element in
nternal integration—as we shall see in many parts of this book

Integrating the enterprise Ity with uts key ¢ 15 a
never ending task Much more than price negotiations are involved De
dabul on uming ble benefits and incon

veniences predictability adaptabiity to needs of either party—all enter
the picture Fortunately many aspects of these relanonships are covered
by custom or even by legal regulation without some such stability
cooperative action of diverse groups af people would be impossible But
change 1s sure to be occurning somewhere in the total system and aajust
ments to meet this change are likely 1o 1mpinge on existing arrangements
with other contnbutors

Internal integration If an enterprise s going to fulfill «ts side of all
the agreements 1t has made with contributors internal operations must be
astutely managed Here also integration 1s vital The actions of vanious de
partments must be synchromzed—people must be hired and traned so
that they are available when needed and the like Balance in the alloca
tion of resources and in setting prionties has to be adjusted 1n terms of
external demands At the same tume that such regulating 15 beng pursued
management also must cultivate enthusiasm for achieving the mulufold
mussion of the enterprise

A wital part of s task 1s the of the efforts of
employees esclh of wihar has s owe saleer and asmanans nlo 2
company program—the program itself reflecting the pressures of synchro
mization and of batancing claims for himited resources (all of which 15
restrained and shaped by arrangements necessary to keep contributors

contrnbuting)

Innovation as Well as Adaptation

For many years a manager was widely regarded as a person who
merely adapted to his surcounding situation If demand for his products
fell off he cut back his production 1f a new source of low cost raw

Chagter Gne
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Introduction
Socral Role of Managers

matenals opened up, he switched suppliers, 1f labor became scarce, he
raised his wage rates to get the workers he needed According to this
conception, a manager performed an essential function—responding to
changed condttions—but his actions were dictated by forces beyond his
control The early economists clearly held this view Consequently, they
gave scant attention to the problems of management, in fact, therr attitude
still permeates much of the hterature of economics

Although some people say that a businessman, especially a com-
modity trader or stock investor, simply adapts to the opportuniues and
pressures around him, this 1s an inadequate description of a modern
manzger An effective manager goes beyond adapting he exercises a
positive influence to make things happen When he antcrpates that the
need for his product will drop off, the manager seeks new products or
services so as to maintain employment of the resources he has mobilized
he takes the inivative 1n looking for cheaper sources of raw matenals and
promotes therr development, he sponsors research for more economical
methods of production, he tries to antiapate hus manpower needs and
tratns people to fill them In short he 15 a dynamic mnovating force

Sixty British executives who wvisited the United States for nine months
in search for ways to revive their war-devastated economy reported  If
there 1s one secret above all of the American ach:evements 1n productvity
then 1t 1s to be found in the attitude of Amercan management " These
executives were impressed with an atutude that ‘seems to engender an
aggressive management which believes that methodical planning energetic
traiming and enthusiastic work can solve any problem in business
The visitors attnbute this viewpornt to four factors *

1) The spinit of the frontier has fostered the sense of opportumity that
pervades Amencan industnial and community life

2) Faith 1n business and the individual reflects the high esteem with
which the businessman 15 regarded in the Amenican national communtty

3) The ideal of competition teads “even those companies which are
not operating in a highly competitive market to run therr enterprises as
though they were {American managess] know that thesr firms must
maintain their competitive position if they are to provide their people
with 2 conttnuing career "

4) Belief in change prevents a successful experiment from crystallizing
nto accepted custom, whereas an unsuccessful expertment 1s accepted as
an occupational nisk and 1s set against the experience to be gamed

This self-confident, aggressive attitude reflects a deep-seated sense
of obligation, or mission, in a typical manager He 1s not complete master
of his activities, of course, indeed, he must be highly sensitive to 2 wide

See Advanced Management (October 1955), p 30



range of pressures and restrictions But @ manager does more than simply
adjust passively He fnitiates changes in his operating situation and folfows
through with action that to somo extent makes dreams come true

Changing Needs of Society

Duting the past hundred years management attention has been
directed primarily to Increasing the output of goods and services destred
by a growing population The unprecedented size of our gross national
product attests to the success of these cfforts

Natlonal priotities are shifting Now management must deal with
new emphases including

1) Indwidual self exy The rising wants
Jobs—as well as the fruits of high productivity

2) Race and urban problems Soclety must make racial equality
meaningful interwoven with this Is urban renewal

3) Poljution controf Our material achlevements are fast overtaking
the finite capacity of our natural environment as Is painfully evident in
the crises of air and water pollution

4} Heafth education, and welfare An ever Increasing share of our
natural resources is being directed Into such things as medical care educa
tion public recreation, pensions

5) Guns and butter Our combined space and military expenditures
are already on a scale that chatlenges our ability to have both guns and
butter

These new priontics affect the managerlal task In various ways The last
two listed health edutation and welfare and puns and butter continue
the high value attached to increasing the output of goods and services
Thele major effect will be a sharp rise In the role of nonproflt enterprises
and this emphasizes the urgency of extending our best managerial practice
beyond the business corporation

‘The race ahd political issues pose dual tasks for management Tre
mendous allocations of resources will be necessary so the pressure for
high productivity continues In additon significant adjustments of Internal
operating practices must be made to provide job opportunities and to
preserve our natural sesources

{ndividual scif expression  the first point isted Is even more a matter
of devising new arrangements for Internal operations Job structure de
centrahzation freedom versus regulation and simllar Jssues which we
examine in later chapters are involved

|
Clearly these new national priorities "and others that will un
btedly anse create additional { problems of Internal and
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Fig 1-2 Managing is so
complicated that separate
examination of its sub
processes 1s necessary for
full understanding But we
shauld never lose sight of
the way these processes fit
together to form the whole

external integration They add to the challenge The task of maintaining
workable balances among all the diverse forces calls for a high order of
ingenuity, and tn contrbuting to solutions 2 manager 1s dealing with social
reform at the level of concrete action

A single executive rarely performs all the managenal tasks we have
been discussing {except in a small one man business) instead delega
tion and use of staff allows the total managenia! job to be divided among
a vanety of people as we shall see 1n Chapters 3 and 4 Nevertheless the
concepts of external and internal tntegration are useful in understanding
the job of a department manager or a first ine supervisor Such managers
have to integrate externally with other departments and service units of
their company and they have an internal integration problem within therr
own unit

ORIGINS OF MANAGERIAL CONCEPTS

Modern management has 1ts roots In several different ways of think
ing about what a manager does We are eclectic we select useful ideas
from all these viewpoints However a recognition of the different ap
proaches helps us relate 1deas encountered elsewhere-—in other reading
and also n our own practical expenence—to the central processes of
managing

Productivity Approach

The aldest thearies of management indeed the main stream of 1deas
concern productivity Attention in this approach centers in learning how
to produce i abundance

Two supporting ideas are implied when we speak of productvity
(1} A productive operation yields results—results in terms of the goods and
services sought by the manager Here we take a tough and pragmatic
stand about whether a speaific practice actually produces desired results
(2) A productive operation 1s efficrent The ratio of outputs to inputs
1s high

Screntific M The first sy study of n
the United States was made by production engineers Fredenck W Taylor
and his associates shifted an interest in production bonuses to a focus on
management and thus launched what became known n 1910 as Screntsfic
Management.

Before bonuses could be set Taylor insisted that the best conditions
and manner of doing a job be determined To ensure that machines op-




erated properly he insisted on preventive maintenance and on keeping
toofs properly sharpened 1n a central toolroom For these methods to
work raw matenals could not vary and so he set up raw matena! specifica
tions and quality control checks Also to prevent delays due to ume lost
n giving workers new assignments careful production schedulmg  dis
patching and internal transport systems were established Finally workers
suited to the newly designed jobs had to be selected and trained Only
when all of these conditions were met was Taylor ready to use time study
to determine a standard day s work

This sort of approach creates a m nor revolution tn a shop or hospital
that has operated in a haphazard tradit onal manner—a revolution in the
method of work in planning and control by management and i produc
tivity Nevertheless these basic concepts nurtured 1n a machine shop
have been adapted to ali sorts of production operations in plants througn
out the world

The founders of Scient fic Management made two great contribu
tions (1) They invented and developed an array of techniques that vastly
improve productivity The United States could never have developed mto
the leading industnial nation of the world withaut their concepts and
developing nations must master these techmiques if their output aspira
tions are to become realities (2) More important they fundamentally
altered the way we think about management problems Instead of relying
on tradition and personal intuiion we now believe any management
problem should be subjected to the same kind of cnt cal 2nalysis nven
tive expenment and objective evaluation that Taylor applied 1n his ma
chine shop

Extensions of the productivity approach The analytical productivity
approach saon moved beyond the plant to all divisions of an enterprise
Notable improvements arose for example from systematic arrangements
for recruiing training promoting compensat ng, and prov ding a variety
of fringe benefits 1o personnel Financial budgeting and cost analysis
onginally control mechanisms but soon used for planning as well are
now applied to all phases of any kind of enterpnse A steady flow of
mechanization and automaton has transferred from men to machines a
wide array of tasks that can be standard zed

Best known for their use i industnial firms alt these productivity
techntques can easily be adapted to nonprofit enterprises that perform
large volumes of stmilar activities

Mechanization and automation especially bring an old dilemma into
the himelight Productivity in the sense of 2 greater flow of goods and
services efficiently produced s aided by standardizattion routimzation
and stability This associaticn of stability and eff ciency has been true from
the inception of Scientific Management to the development of the fatest
devices for automation On the other hand we fnd pressures for change
that upset stabihty Changes must be made because the market place de
mands greater vanety and also because research laboratones are creating
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new processes and products The challenge for management, then, &5 to
change deftly while mamntaining productivity

Behavioral Approach

The behavioral approach to management ts oniented to research,
rather than to the successful practice emphasized 1n the productivity ap-
proach Some research does have pracucal application but the behavioral
scientist s pnmartly interested in describing and explaining Consequently
n seeking guides {or management practice we must select those theones
and 1deas that relate directly to management and then convert them into
operational terms

From 1927 to 1932, Elton Mayo and Fritz Roethlisberger made a
landmark study of the Western Electric Company In their conclusions they
stressed that workers respond 1o therr total work situahion and that att
tudes toward their work and therr social relations constitute an important
part of this total A corollary of such conclusions 15 that the early writers
on Scientific Management and many people in personnel management had
acted on an inadequate notion of worker motivation they took a mech-
anisttic or engineenng view of man that eventually proved to be much
too simple

Controlled management expenments in real-life settings, such as
those at Western Electnic, are rare We do try many new arrangements,
but typically these are tests of feasibility, we pick what we think 1s the
best idea and then we see if it works To experiment with all opportuntites
—both good and bad—under carefully controlled operating conditions, as
15 done tn a laboratory, 15 far too complex and expenstve for most man-
agement problems, often, indeed, it s impossible

Social psychologsts, however, expenment with small bits of human
behavior in laboratory conditions, and often their findings throw hight on
some management ssue For instance we have learned a lot about small-
group behavior from such expenments

Sociologists rely pnmarnly on field studies Here the classic 1s Max
Weber's insightful observation of bureaucracy in government, churches,
and pohucal parbies For fum, pure bureaucracy includes {1) a division of
labor with each job clearly defined and filled by a techmically qualified
person, (2) a well-established hierarchy with clear fines of authonty and
appropriate staffs and salary for those at each level, and (3) a systematic
set of aims and regulations so that actions can be impersonal and co-
ordinated

Even though many of the ideas need more supporting research,
managers can learn a great deal from behavioral science, which often
supphes solid vertfication to intutive judgments More mportant, new
ways of thinking about a problem are often suggested, and these lead to
a clear grasp of what s 1nvolved, the psychological easans far resistance

to change illustrate this Finally, some specific management techniques



have been i by beh ! research: directive Interviewing
for instance But bear in mind that the chief aim of behavioral scrence s
10 desenbe and explain and not to devise tools to increase efficieney

Rationalistic mode! Approach

Modern management concepts are also betng entiched by a group
of thinkers who use a rationalistic model to analyze the operations of an
enterprise  Their opinions are dominated by logteal reasoning Most
promsing of the rabonalistic mode) approaches 15 operations research ?
In current practice operations research 1s pnmanly a technique for select
ing a course of action It has three key features that chstingwsh «t from
less formal deaision making

1) Problems are stated in mathematical symbols Thus the statement
15 conaise and can be manipulated easily by a mathematician

2) A set of equattons or model 15 designed for each problem
This model shows the various factors that should be taken nto account
and points out the relatonships among them The model presumably
presents an orderly picture of the total problem that otherwise would be
dealt with unsystematically in the mind of an executive

3) Quantitauive data must be provided for each of the vanables and
their weights To achieve this quantfication requires a tremendous amount
of digging for facts and the expression of subjective yudgments and values
in numencal terms Then a highly rational deaision can be made by
Injecting the data into the madel

Obviously the operations research technique 1s particularly well
suited to problems that are complex and yet have known characteristics
that can be dnq terms Prime les are scheduling
i an oll refinery or inventory management in a company having many
products in many warehouses Clearly the operations rescarch answers to
such prob are highly d in terms of rationality

Operations research then 1s a very useful tool for geting answers
to particular types of problems But like many other management tech
miques 1ts indirect contnbutions may be more valuable than its specific
applicabon  Operations rescarch encourages managers to think more
sharply about all problems including those that cannot be quantified or
that are not important enough to justify the expense of a complete quant
tative analysis Moreover we need to keep operations research 1n perspec
tive Operations research ltke microeconomics deals with the decision
making aspect of planning and even here 1ts unique contribution lies more
in analysis and choice than 1n diagnosis and finding alternatves These
are wital aspects of management but by no means the whole picture

20ther rationalistic mode! app oaches are microeconomics game theary and sys
tems engineering
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Naturally ideas anung from the ratonalisic model behavioral and
productivity approaches to management often overlap All three methods
deal with the same events but from different viewpoints For mstance
the rationahst tucks into his equation a single symbol that represents years
of research b behavioral scientists and a production mans new inspec
tion system becomes a2 modification in role expectatons to the be
havioral scientist Nevertheless each approach contributes distinctive
insights

Need for an Operational Framework

All the streams of thought summarnzed in this section contribute
to the emerging profession of management Each i making 2 distincuve
contribution and we shall draw freely on their ideas throughout this book
Because the behavioral scientists and the rationahists do not study the total
jot of a manager we shall frequently note how he new concepts modify
or amplify the how 10 do 1t tdeas growing out of the productivity ap
proach

Even in the preceding quick review three 13sues kept reappeanng
We shall face them frequently in later chapters

1) What 1s the proper balance between stability and change? Stabihty
usually aids shon run effiiency People know therr jobs and what to
expect from others deta led specialization and perhaps automation are
feasible programmed deosions of the operations researchers are more
reliable On the other hand management must adapt to changing social
concepts take advantage of new technolog/ and—by no means last—
recognize the resource and value of differences in individual personahties

2} How can we best merge analysis and synthesis? Breaking manage
ment problems down nto subproblems and the elements of ezch 15 es
seatral far full understanding Bat the pieces alsa have to be fitted together
2gain We need to grasp the total system and be keenly aware of all the
by product effects of the actions we select Timing balance and human
readiness have to be considered as well as ultimate objectives

3) What mental framework or way of organizing diverse 1deas 1s
most useful to a manager? As we have noted behavioral scientists typically
are concemed more with descripion than with actron the productivity
approach Is work centered and may give too httle werght to human and
social consequences and the builders of ratronalist models are enamored
with the elegance of their solutions to a segment of the total process So
we face the task of relating valuable 1deas into a workable scheme (and of
translating special jargon into simple understandable terms) For this
purpose thinking of management as a process has great advantages The
process of management 1s operational because 1t expresses ideas in terms
of operations and actions a manager must take 1t is comprehensive, em-
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F1g 1-3 Various valuable but diffuse hines of thaught become
strorg managenal forces when bound together by means of
the operatonat framewark used  ths baak

bracing the major tasks of managing and o 1s universal o that all man
agess should give some attention to each part of the process Since
conceiving of management as a process serves as a key for hamessing
management action to the social purposes we discussed earler let us
Jook more closely at the management process

THE MANAGEMENT PROCESS

Managing 15 & sowal process It 1s a process because it comprises a
senes of actions that lead to the accomplishment of objectives It 15 a
social process because these actions are prinopally concerned with rela
tions between people

We have many social processes i cvilized society We worship
together play group games stand in line while we wat tor buses negott
ate contracts and try men for murder In each case because we have an
established pattern of what we should do and what we expect others
to do we can achieve a result that would nat otherwise be feasible The
particulars of a process may of course be changed from nme to tme
A major college football game has ntuals for spectators and players that
are quite different from those of the old fashianed jousting match and
a modern murder tnal has changed considerably from legal procedures in
the days of Henry VIl But to understand what 1s happening in any social
activity—including the management of an enterpnse—and especially to
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ensure that what we want o happen does happen, we need 2 keen ap-
preciztion of the sacal process invalved The aim of this book 15 to help
develop such an understanding about the process of managing

Management, like education or gosernment 18 a conlinuing process
There are always new mouths to feed, fresh minds to stimulate and more
people to govern And the sausfaction of needs today invites higher as-
prations for tomorcaw  Thus new problems crop up as old ones are
solved For purposes of analysis of cousse we may focus on a single
problem, on just one series of actions that lead to a speaific end but in
practce 2 manager must learn to dea! simultaneously with a2 wide range
of problems, each 11 a difterent stage of resolution

Managing is so complex that our minds cannot consider all its facets
at the same moment We need to divide up the whale ectivity nto parts
1n order to grasp the full signincance of each juct as we get a clear picture
of a2 company by looking separately at its financial statements tts key
personnel its reputation its facihities ts polictes and organzation s
traditions and social structure Then we can fit the ditferent a pects into
a total pictyre

The total task of management can be dided r'a  Lur elements
organizing planning leading and controiling Although all are closely
interrelated each of these e'ements can be anahzed as a subprocess
Each 15 vital to the success of managers at all levels—from first hine
supervisors to presidents And these four elements are present in the
managing of every kind of enterprnse—small and large manufacturing and
selling partnership and corporatan profit and nonprofit In loaking brefly
at these four processes we shall point out the plan of this book

Orgamzing

Once the work of an enterprise grows beyond what a single crafts-
man can do orgamzation becomes necessary We have to assign the
vanous tasks to difierent people and to coordinate thetr efforts As the
enterprse expands this process leads to departments and divisions, each
of which has 1ts particular mission One way to think about the resufting
orgamization 55 a5 a complex machine—say, an awplane designed for
transatlantic passenger service Each part of a plane performs a necessary
function—supplying power, prescure heat, steenng, communtcation, and
so forth, and the difterent parts are so carefully balanced and fitted to-
gether that changing any one of them often calls for an adjustment 1n
several others

A manager must also view orgamization as 2 socal arrangement,
because 1t is composed of peap'e rather than physical objects The men
who are assigned tasks are independent, self respecting individuals with
2 vanety of motives, informal groups influence the way men respond to
managenal action, and the atutudes of all these people are conunually



shifing and evalving In organizing hen we have to seek ways of getung
the necessary work done at the same time we build a social structure that
helps meet the needs of people doing the work The techmical and social
aspects of orgamzing will be exam ned n Parts One and Two respectively

Planning

A key activity of all managers 15 plann ng the work under the r direc
ton Working with each other and w th the people wha will carry out the
plans they clanfy objectives and set goals for each subdivision they
establish policies and standard methods to guide those who do the wark
and they develop programs strateg es and schedules to keep the work
moving toward the objectives Most of these plans they will have to
readjust periodically in the light of new information and changes in operat
ing conations And hme and again managers will tace queshons about
how detailed the plans should be who should participate tn farmulating
them and how much freedom of action should be given to subardinates

The process ot planning can be best understood 1t we first examine
the basic stages in making a specific decsion dagnosing the problem
finding good alternative solutions project ng the results of each alterna
tive and finally selecung the one course of actian to be followed We
shall analyze these elements of decision making n detal in Part Three

Decisian making hawever (s not the act at an nsolated ind widual
1t takes place in the organizaton we have established In fact many
different persons may contribute to the tarmulat on and final selecuon of
a major plan Consequently since we need to know how the argan zation
can be used most effectively in this decision making (or planning) pracess
we explore 1n Part Four the topic of decision mak ng n an organ zaton

teading

Clear plans and sound organ zation set the stage but a manager
must also provide leadership f the pecple in his organmization are to work
together to achieve 1ts goals Leadership whch we shall take up in
Part Five involves the way a manager behaves in hiy man to man relation
ships with his subordinates In leading a manager strives to integrate the
needs of people with the welfare ot his company or department He
recognizes that peaple have therr awn desires but at the same tme he
knows that cooperation and efficiency are necessary for the survival and
growth of the firm In short a leader Ir es ta act 50 as to ma ntan a good
balance between individual motivation and cooperat ve ett ciency

Such behavior 1s nat always easy But establish ng two wav com
munication assisting subardinates to perform their duties and help ag
them to achieve their personal aspirations are actmit es that lay a bass for
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voluntary cooperation This kind of behavior by a leader also fosters an
atmosphere of trust, respect, and confidence between himself and his
subordinates

At the same time a manager must provide guidance toward a system
of order and cooperation In no complex social system—whether 1t be
national society or a company socieh—can an indnidual do as he pleases
without regard for the actinities of others Clear direction coupled with
a spint of cooperation tvpically achieves the necessany coordinated effort
But there are times when a leader must be tough hold people to hign
standards of pertormance d«ciphine wisely and occasionatly make use
of power

Measuring and Controliing

For 2 ship to reach ite de<*mation without sailing far oft course the
captain ~egularly takes his beanings A manager hkewise ha< to measure
his progrecs ¢ he 1s to obtan his objec'ivec And when he discovers that
operations are not proceeding according to plan he takes correctne
action 1o get back on cour<e or if thi< 1< not teasible readjusts his plans
This process of me . "z progresc companing it with plans and taking
correctne action 1 ¢ d control In practice as our analysts in Part Six
will show control is not so s mple as 1t sounds Measuring ntangibles,
such as customer goodwiil or executne morale poses difficulties, and
devising correctinve action that both overcomes an immediate difficulty
and creates a favorable chimate for future performance often calls for
ingenuity Moreover the dispersal of activities that result from organization
creates problems of just who should control what

Framework Rather Than Procedure

In the following chapters then we shall examine each of these
four elements—organizing planning leading, and controlltng—in some
detail and we shall dnide these major aspects of the overa!l management
process Into even narrower subprocesses Such a systematic view of man-
agement provices 2 convenient device (1) for diagnosing complex manage-
ment problems and (2) for working on improvements at one stage without
losing sight of other stages

But a framework that helps us think in an orderly fashion 15 not
necessarily a step-by-step procedure that we must follow Actually, when
we deal with a concrete management problem, the available information
1s not neatly classified and labeled, instead, a great array of facts hits us
at once while some data remain stubbornly hudden In response to such
confusion our thoughts tend to flit first to one subject and then to another



So the chief purpose of a conceptual tramenork such as the systemat ¢
examination of the manazement process in th« boon ~ 1o he p L quickhy
to place diverse ideas in & usety order

The framework 1s more than 3 eres of pue nholes 'o tuck ideas n
however for among the p geonho es the e 1 1 1tonal relaion that we
know in advance Thus whenwerer Ik 1 " anewb of nta maton
as beanng on say the lon, inge vbe ¢ demr ment A we can
immeduately relate sttoahoto ~ter oo weh i { ed nou. mind
and in this relation the prece © A 1 0 aae noa ol Rree
1t contributes to our compreben n (7 he to a1 Manknd he
advanced from a pnmitie state fa ey by deve mng  dery was or
thinking about problems n p oposra 1 v ema ¢ app oach to m A
ment then we are simphy tollow ng th € med method

There are of course Mmim was 1y thna about 3 wompt cated
subject as management The approach prese ted n ths book has proved
to be very useful tor both practcal and theo et cal wth e ot w de
vanety of management sitwatons So while we should be alert sor m
provements we can proceed with cont dence that th s approach has prac
tical value for anyone 1n a manger 3t or statt pos ton or tor he e ea che
who 15 trying to understand how managers get thing. done

Orne further introducton note Because peopie wi h dierse bak
grounds talk about management words are used i aitterent wans Since
this 15 so we should clanny our terminology ¢ ease ¢f discusson we
shall use manager  executye and adminstrator as sromm And
when we deal with man to man relatonsbups we may use  supe~s sor
or even boss to designate the manager who sits mmed a2 eh abose hiv

subordinate 1n the orgamization h erarchy  For these terms we are simph

following common usage Other words which have more precice meamings
will be defined as we encounter them in later ¢hapters

Design of This Book

This book contans two k nds of aid tor improving manager al abit &
text and cases The text discuss on in chapters asusts n anzhz ng the
numerous facets of managing and n tinding wavs to proceed It prov des
he!p 1n recogmizing problems seeing their interrelationships  concening
of possible solutions and developing sensitivity to the advantages and
himitations of altermative solutions Masten of the mental framework
provides a foundation for the development of skill

The cases offer an opportunity to start applving the general conceps
1o speaific situations and a discussion of proposed solutions with other
persons will give some check on how well the concepts are being apphed
At best these cases can only ofter a beginming in the practice that 1s
necessary for the development of proficiency 1n manazing But this beg n
ning 15 quite smportant because 1t builds a br dse batween general con
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cepts and concrete situations, and we hope 1t will establish a pattern for
going on to the use of concepts in real Life
Careful study of the cases serves three other purposes

1) Cases help us overcome the unreal separations that are inevitable
in any analytical treatment of an interdependent phenomenon For ex-
ample we shall discuss orgamizing planning and leading separately But
in actual problems the plans and policies of a company (Part Four) are to
some extent determined by the organization structure Parts One and
Two), and vice versa And the leadership pattern of an executive (Part
Five) 1s influenced somewhat by the orgamization structure 5o tn actuahity
a manager must solve say planming and leadership problems along with
organization problems Most o1 the cases in this book present a whole
situation that 1s they do not merely ulustrate the sssues in any one
chapter Instead the cases provide a way of seeing the snterrelated ap
plication of various concepts from all chapters in a realistic whole problem
sense They provide a sense ot the gestalt { whole  while the chapters
enable us to concentrate on the parts

2) The cases make the ideas in the chapters more meaningful Some-
times we shall find that an idea appears rather simple-——even obvious—
as explained 1n the text but only when we apply 1t to 2 real problem will
1ts full and complex meaning begin to unfold Applying concepts helps
to clanfy and reinforce their meaning

3) The cases help show that we do not always have facts and con
cepts that cover all aspects of a complex management problem As mn
medicine management problems often include vanables that theory does
not explain there are unique elements in each specific situation At times,
then, all the answers needed to solve a case neatly will not be found in
the book This can be very frustrating Nevertheless 1t 1s a difficulty faced
by men of affairs down through the ages Actually, 1t s precisely this need
to blend general concepts with the stubborn facts of a practical situation
that makes management challenging and fascinating

CONCLUSION

Two broad developments have made the study of management
timely (1) In a world where hopes and aspirations are mounting, managers
play a crucial role in fulfilling these new goals—and we expect 1t of them
They imitiate growth as well as adapt to dynamic forces (2) Fortunately,
we are learning more about how this important task can be performed
efiectine'y The recogmition of management as a distinct soctal process has
led to many studies by researchers and by executives themselves And
from this study has emerged a whole array of mnsights and precepts that
can be put to practical use

Treating management as a process puts our rdeas about managing
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will develop courses 1n accounting finance, marketng, and so on
Which of the approaches to management would you draw on in
such a course, and why?

6) One of the key elements in the process of management is
measurement and contro! Before reading about this important part
of the process consider the relationship between 1t and balance
that 1s sought between stability and change How may measurement
and control systems (1) ard and or 12 detract from strukmg this
balance etfectively?

7) In what ways do you feel the process of managing a large
private corporation 1, differs and /2) 1s similar to the process of
managing equally large or larger public or nonprofit organizations,
such as hospitals universities or governmental agencies?

Cases

For cases involving 1ssues covered in this chapter see especially
the following Partirularly relevant questions are hsted after each
case

Gerald Clark (p 234,1 9 21
Harrogate Asphalt Products Ltd —AR (p 557), 11
Consolidated Instruments—B p 674), 1, 17

FOR FUPTHER RFADING

Andrews, KR “Toward Professionalism in Business Manage-
ment”" Harvard Business Review, March 1969 Requirements and
necessary steps for professionalization

Gross, BM, The Managing of Organizations New York: The
Free Press, 1964 Comprehensive two-volume synthests of multi-
disciplinary wriing on management

Koontz, H, The Management Theory Jungle ” Journal of the
Academy of Mznagement, December 1961 Panarama of approaches
to managerment analysts

McFeely, W M, “The Manager of the Future  Columbra Journal
of World Business, May 1969 Knowledge and skill required of future
managers

Walton, C C, Corporate Social Responsibilities Belmont, Calif
Wadsworth Publishing Company, Inc, 1967 Thoughtful analysis of
array of socral responsibilities



Some people take a d lert21'e view of managirg, t eanng it as an
mterestirg bit of human behavior a’org w th, say, mounta n d 2 1g or
playing in sting quatets O.ters are concerned with manaz g as a
rreans of a*ta ring pesonal incor= and sta'us Both views are va' d 2nd
the study of managemen® can be both 1nteresirg and reward ~g
But the really corpelling force that under es the senous st.dy of marage
ment 15 1ty profourd soaa! valee

i1 we desire to 1ncrease our ski'l in performing th s croaial scaal
process we need ta exari~e each of tre subprocesses mvolved
Manag ng 1s too complex to comgrekerd all 2* orce and so we sna'l
prcbe—in separate parts of the book~—four essen’ al aspects orza~1zing,
plannirg, lead rg. and controling Al these subprocesse, zre 1n er
refated, 1n life they take place concurrent'y ¥e tum foor *o orgaraing
cerely hecause € 1y €aser 1Q gercere

Organ 21ng helps a marager Lmite the wok o7 d ~erert prop’e in
arde- to ach ese goals. Whether the rumber of people be cnly two
or thousands, their effective cocpeaton reguires o-gamzator Two
ele~ents are imvanaBiv present 1 orzariz rg € vd rg up the work ir'o
jobs and at the same tre, rakirg sure that thece sepa-ata clustes
of work are linked together into 2 to*al team efart. We can see these two
eleents 17 a foothall team, i a hosprial, or in a govert~en” baread
as we'l as in business frms. TFe success of 27y of these enerpnces de



Part Ona

Orgamz ng
Structural Design

pends to a significant degree on how skillfully their managers assign tasks
so that they combine together into integrated, purposeful action

This basic process—organizing—will be discussed in the following
chapters

Chapter 2—Design of Operating Units. Here we focus on the
merging of operating tasks into jobs the hinking of such jobs into work
groups and the combining of work groups into major operating
departments and service divisions of the enterpnse The aim 15 to find
those coalitions that will bring forth the most effective cooperative effort.

Chapter 3—Decentralization The work of managing also has to be
allocated This involves delegating and redelegating to successively
lower levels of supervision In this chapter we shall see that the scope
and the degree of decentrahzation are cntical features in this dispersing
of authonty

Chapter &—Use of Staff As enterprises grow the task of managing
them becomes more complex so in this chapter we explore the ways
staff can be employed to lighten the burden of key executives

Chapter 5—Shaping the Overall Structure We should then examine
the total orgamization for balance and potentiahities for growth We
must make sure that the jobs and departments we have created fit to
gether in 2 harmonious effective structure that 1s well suited to the
mission of the enterprise

Chapter 6—New Approaches to Structural Design Here we look at
five frontrers where social and technological pressures are leading to
new organizationa! forms The modifications of structure take the form of
matrix orgamzations external mdependent staff, a president’s office,
provision for special interest groups, and adjustments for use of computers
These are refinements not replacements, for the basic organizationat
elements discussed in preceding chapters

All these chapters deal with “formal orgamization, “formal” in the
sense that the patterns of division of work and personal relationships
are deliberately set up and are clearly recogmzed and drscussed by those
concerned The primary nterest 1s to achteve goals of the enterpnse,
thus the analysis 1s based largely on the productivity approach * The more
informal aspects of organization, which anse out of social and personal

rel hips will be d later in Part Two
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HEAPNESSING SPECT L1Z11 FHEGR)

Examples of cooperative effort abound in modern society Schools
government health care trade research and production for instance all
require some form of work sharing One of management s critcal functions
15 to develop effective ways to carry out this division of labor Throughout
Part One we examine vanous ways to structure Caoperative effort Qur
focus 1s 01 the deliberate design of jobs and on relations between jobs
in this chapter we explore ways of grouping operaung tasks

Departmentation—the grouping of actvities into jabs sections and
departments— s essential in every jownt endeavor Sailing 2 tramp ship
running a medical chnic or administening a bank far nstance all require
a clear understanding of who does what The way activities are combined
into operating units will affect such matters as speed of coordination
cost of performing a service and which new problems secewve senous
attention

The need to allocate work 2mong members of an orgamzation has
long been recognized Anstotle for example commented 1n his treatise
Politics {Book 2 Chapter 11}

Becausr the desgn + delberately ceeated and explct some scholas calt 1
formal organ zaton w thout any tmpl catons about how cpremon 4l or aformal

persanal relat onsh ps may be
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Where the state 1s large, 1t 15 more 1n accordance with constitu-
tional and with democratic principles that the offices  should be
distnbuted among many persons  Any action famliarized by
repetition is better and sooner performed

As every Laun student knows, Caesar divided Gaul into three parts for
purposes of admimstraion Adam Smuth in his book The Wealth of
Nations (1776) discussed the importance of division of labor (a pin factory
15 his example) About a hundred years ago, the choice of terntonial versus
functional departments became a cntical management problem in the
early operation of transcontinental raifroads

Despite this long recogmition of its value, the question of how or
how much to departmentalize continues to be a live 1ssue The reason the
who-does-what question keeps pressing for attention is that neither the
“who” nor the “what’ stays constant Rapid and pervasive changes in
technology sharply modify the tasks to be done At the same time people
change Additional education and new aspirations and values can turn 2
formerly attractive job into a menial one

Moreover, when we update one job misunderstandings are likely
to anse dunng the transition from the old to the new especally if a new
man is put into the revised positon One small firm expertenced this
problem when its office manager retired after many years of service The
office manager had grown up with the company and both the scope of
his duties and the methods he employed were traditional The company
replaced him with a young man whose sales experience with a business-
machine manufacturer had enabled him to observe modern practices n
many different firms It soon became evident that his conception of the
duties of an office manager was far different from that of the older em-
ployees He wanted to install new systems that extended his authonty to
such things as the control of sales expense and the scheduling of produc-
tion His efforts led him into disputes with the sales manager and a
head-on colliston with the plant supenintendent. Before the duties of the
office manager were finally clanfied, so much personal fncon had been
generated that the young man had to be replaced with an office manager
who had more traditiona! policies

Organizational design starts with the problem of how the many tasks
that must be performed will be d to and

P

Initial Emphasis on Operations

In this chapter we shall focus on departmentation of the principal
operations of an enterpnse By operations we mean the nonmanagenal
activities necessary to “get the work out’—the selling, machme-running
bookkeeping, and eng g In a facturing plant, the copywrniting
art work, media selection, and campaign scheduling in an advertsing




agency, or the arranging for temporary care of children locating foster
homes making actual placements raising funds and keeping records In a
child placement agency The organization of a vanety of other activities
specifically related to will be di later But

are basic Even the most tngenious assignments to semior managers are of
value only if they contribute to better operations 2

in keeping with this emphasts on first level operations our analysis
starts with the grouping of operating tasks into ndwvidual jobs Then we
treat the combining of jobs into effective work groups Going further we
consider the consolidation of work groups tnto departments By starting
with the most simple units 2nd moving to more complex ones we shalf
keep the beguiling i1ssues of grand design for an entire enterprise in proper
perspective *

A related question ansing in every enterprise of more than a few
persons 1s which activities should be pulled out of the manstream of
operation and placed in auxihary or service divisions For example most
people feel that jamitonal and mantenance activities should form a
separate service division but the location of purchasing 15 often a major
source of friction

Throughout this exploration of departmentation at various levels we
will be looking for critical factors that can help us in designing all sorts
of work Sensttivity to such factors 1s a useful ard n structurning any profit
or nonprofit organization

SCOPE OF INDIVIDUAL }JOBS

How many different tasks can a single person perform well? In
practice we find jobs ranging from the nut tightener on an assembly line
to a cabinetmaker who does everything from selecting his raw wnod to
polishing his finished product These are extremes Let us examine several
ather examples for keys to how much division of labor 15 desirable

How Much Dwvision of Labor?

Flying 2 smalt plane in Alaska a bush pilot fuels loads nawigates
communicates with the ground cafms fus passengers and makes minor
repairs In the operation of a 747 jet however these tasks are divided

2Similarly we shall speak of operators {often called workers a term that seems
(o imply that executives do not work ) and managers (that 1s anyone from first line
foreman to pres dent who superv ses the work of olher people)

IThe departmentat on concept can be extended beyond the enterpr se inta structure
of an industry’ The work of the total industry has to be d str buted among firms
Although th s divis on is determ ned by competibon similar issues anse speciabzat on
coordination optimum size ma ntenance of sutable cost levels abil ty to adapt to
new kinds of work and the way firms relate 10 each other
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among dozens of persons, each of whom has a hmited number of clearly
specified things to do Why the difference?

The explanation lies partly in the large volume of work required to
operate a 747 But also we want each person to be highly skilled 1n his
particuiar tasks and we want to be sure that adequate attention s given
to a task when i1t 1s needed Moreover the larger payload can support
the expense of a2 multiple crew, and so this example suggests that a high
division of labor 1s desirable tf 1t can be afforded

A more elementary situation ts the home delivery of newspapers In
some locations a newsboy has full charge of his route He solicits new
business delivers the papers makes collections and stops delivery durning
customers vacations A major advantage of this arrangement is the ease of
coordinating the different tasks also control 1s simplified because one
man ts clearly accountable for <uccess or fallure Nevertheless n many
other localities one person sells another delivers a third collects and a
fourth schedules The chief benefit of such a sphit 1s the ease and lower
cost, of finding people qualificd to do the less diversified jobs The man
who gets up every morming, at three o clock and performs physical labor
for instance, does not also have to be a good salesman The greater use
of the mails for collections and selling 1s pushing the trend 1 newspaper
delivery toward narrower job definitions The division of labor problem
persists however, for those who must decide the scope of work for in-
dustrial salesmen social caseworkers and other people who are expected
to coordtnate all contacts with speafic customers or chents

College teaching is one area where high dwision of labor along
functional lines has been resisted The tasks of course design, inctruction,
and testing could be allocated to separate specialists However, most
college professors resent any interference with “their courses” In fact
professors are urged to do research and still perform the whole gamut of
teaching tasks The rationale for such a broad job scope includes the ease
of coordinating the vanious phases of teaching and a belief that a man
cannot be good at one teaching task without being proficient in all the
others  Students themselves undoubtedly have an opinion about the
effectiveness of this arrangement?

The question of job scope—how many different tasks a man 1s
expected to carry out—arnises 1n every walk of life Because of the way
jobs are structured, people quit jobs, professions are bult, untons call
Junsdictronal strikes, psychological secunity 1s found or lost, and companies
prosper or languish

Striking a Balance
As the preceding examples show, effective job structure requires a

careful assessment of what the physical circumstances permit and the
primary benehits sought in a specific situation Some of the factors that



usually deserve attention in deciding how many (asks to combine into a
single job are d; bed in the folt 3

Benefits of functional specialization By narrowmg the scope of a
Job, full utihzation can be made of any disinctive skill a man possesses
As a man concentrates on a limited range of duties he can learn these
very well and give them full attenton Wage ecanomies may also arise
instead of paying a premium far a versatile trple threat man for all
positions the more routine tasks can often be assigned to less expenienced
and less expensive emplayees *

Need for coordmation Often several tasks should be closely syn
chromized or coord d n labor negotiat d one person can
do this more easily than several When informat on 2bout a specific situa
tion has to be pooled in a single spot the difficulty of communicating
bits of information from person to person may more than offset benefits
of specialization dealing with a foreign subsidiary or a student 15 a case
in pornt Relevant here is the rule that tasks should be separated only
where there 1s a  clean break as between lunch and dinner but not
during a meal

Morale of operator How the operator feels about the scope of his
job may be wital The employees pnde in tus work and work suited to
professional dignity can be positive factors On the other hand monotony
15 depressing for most people Sometimes monotony can be partially
relieved by rotating people from job to job or by allowing the worker to
deviate from his set routine In fact 1f a wide varety of choices must be
made some operators feel that the job i1s unreasonably complex This
broad area of human response to orgamization 1s ~plored more fully in
Part Two

Rarely will any single design for a job be all good or ali bad Some
potential benefits of specialization may have to be sacnficed for better
coordination and employee morale or vice versa That choice depends
primarily on values denved from what we call in Chapter 16 macer

strategy of the enterprise

Two restraints on designing individual jobs should not be over
looked (1) The volume of work always places a limit on the dwision of
labor We do not want 2 specialist to sit around most of the day waitng
to do his thing Also 1t takes effort not only to design a sophisticated
system of work but also to have the workers adopt it as a normal way of
daing things and such mvestment is warranted only when the system will
have repeated use (2) One physical technology may he so supenor for
some kinds of work that we may have little choice in Job drsign Operat
Ing a taxicab playing first violin in a symphony orchestra and removing
bark by means of a hydraulic machine i a lumber mil are situations of

this type

4\Whenever a suff tent volume of soutine work 15 1solated mechaa rat aa be omes
a poss bility for example use of computers for off ce work

*
"
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EFFECTIVE WORK GROUPS

Well-designed jobs are not enough The complexities of modern
production require the combined effort of a vanety of people as we have
already stressed After tasks are grouped into jobs, the next level of de-
partmentation is the combining of jobs into work groups By work groups
we mean 2 set of people who see each other on the job almost daily
whose work 1s usually interdependent in some respects, and whose output
15 viewed by outsiders a5 a single achievement Of course 1t 15 possible
10 have a work group that 1s composed entirely of managers and staff men,
but for the present we shall concentrate on people doing operating work
Social psychologists and others have devoted a Iot of attention to behavior
within small groups, here, however, we shall consider a more basic 1ssue
How should the groups be formed?

Whenever several simifar jobs exist they can be put 1n the same
section, as suggested in the upper part of Fig 2-1 Thus, selling can be
combined, computing combined, and so on On the other hand, when
several different skills are needed to complete a block of work, jobs can
be grouped as indicated 1n the lower part of the diagram For example, a
salesman, repairman, and bookkeeper could be placed together in a

Fig 2-1 In functional groups operators perform the same

kind of work and thesir supervisor 1s a specralist in that field
In compound groups operatars perform different but related
work and therr sup 15 p h
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branch office of an office equipment company The former grouping we
call “functional, the latter compound

Benefits of Compound Groups

Under some circumstances the use of compound groups permits us
to take advantage of a combnation of several benef ts that are sought in
the design of jobs Individuat members of the yroup can be specialists in
different fields and coordination s ach eved by interaction within the
group Furthermoare close personal relations and a sense of group achieve
ment contribute to morale Smal! branches of a bank a 747 airplane crew
and other geographically separated umits often have these charactenstics
Compound work groups may also be formed around a product or service
such as a matermity ward in a hospital

A crew of men operating a highly automated chemical plant or
power station s usually a compound group of specialists 1n fact the men
working on a single assembly line can be viewed as a compound group
although here the design and pace of the cquipment carry most of the
burden of coordination

Compound groups should be used especially when loca! coordina
fion carnies a An company for instance
combines sales repair service and parts warehousing in each of its local
offices in an effort to provide disttnctive customer service Local co
ordination 1s even more vital for a surgical team composed of a surgeon
assisting doctor anesthetist and nurses Here as in all the previous ex
amples a clear cut block of work calls for the efforts of several specialists

Reasons for Functional Grouping

Attractive though compound groups may be functional grouping of
operations 1s actually more prevalent Why so?

Functional grouping usually makes full time jobs easier to arrange
While a compound group may constst of six salesmen two repairmen and
one accountant 1t cannot readily be made up of six salesmen one and
two thirds repairmen and five sixths of an accountant With the latter
wortkload usually the spare time of the repasman and the accountant is
last Also the need for different specralists in any one compound group
may be high today and low tomorrow Functional grouping with inter
changeable people in the same group allows a manager to balance these
partial and irregular workloads more efficiently

When cach specialist requires high cost equipment the expenses of
idle tme are even greater The operator of a mulumilhon dollar wind
tunnel used 1n aircraft engineening 1s an extreme example but even the
office space and auto of a field mvestigator can be expensive

Technical supervision is often desirable Unless the operators them

7
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activities that will facilitate central management. The work groups became
building blocks We seek to arrange these blocks so that the major ms-
sions of the enterprise receive proper emphasis while the vanous operat-
ing groups are supported in performing their respective tasks But as the
enterprise adjusts to its changing environment we may of course have to
altes the shape of these major departments

in one case, growth forced a small manufacturer of instruments to
recast his basic orgamizaton structure A resourceful instrument maker and
2 chemistry anstructor had teamed up to make high-quality instruments
for laboratories and the business grew around specially designed equip-
ment The organization consisted of a production shop a sales manager
and an office that handled all finance and clencal work Then the company
designed a machine for testng water pollution and found a potential
market for hundreds of 1dentical instruments Sales jumped and the shop
was swamped with wark

The new business called for a major reorganization Selling a stand-
ard item to governments and to utlites differed sharply from selling
spectal designs to laboratonies and repettive production was a sharp
change from making one of a kind instruments So, instead of merely
expanding the three existing departments the company departmentalized
by product line, each of which has its own production and selling sub-
dvisions A single office department stll serves both product departments
Overhead expense 1s higher in the new setup but the prospect for preserv-
ing the strength of a close-knit, responsive labaratory-instrument business
while opening the way for unfettered grawth in the pollution-control field
aoffsets this extra cast

The decline of ‘ central-city” shopping, to cite another reorganiza-
tion, 1s causing Schrader's Department Store to scramble for survival For
years Schrader’s followed the usual depastment-store organization and
divided itself into product departments—women s wear, fewelry, fumiture,
and so on—with each daing its own buying, merchandising, and selling
Now Schrader’s has pursued 1ts eustomers to the suburbs by opening four
branch stores Unhappily, the old organization no longer fits Each branch
manager feels respansible for the success of his branch, and at the same
time product department heads try to supervise merchandising and selling
1n the branches as they have been doing in the main store This conflict
has recently been mingated by placing branch selling clearly under the
control of branch managers, but the next logical step of putting a2 man in
charge of all selling at the main store has not yet been taken 1f and when
this mave is made, product department heads will concentrate on buying
and merchandising, and selling will be supervised by five *“regronal * man-
agers Under the new setup, coordinaton of buying and selling wili be
more difficult, but department heads will have more time for product
specralization, and selling will recewve closer, local supervisian

Note that 1n this last example the change s away from product
grouping toward a funcuonal spht, whereas in the wnstrument company
described above the shift was from function to products The choice of

Chapter Two,

Design of Operaung tn s



Part One

O gnzng

Stroctural Des gn

departmentation depended on where coordination and speciatized atten
tion were most needed and on the impact of technology

Overlapping Patterns

Adjusting major departments to new needs 1s not always easy Con
sider African studies tn a university as an example We accept the premise
that the whole history of black people and their current problems warrant
rore attention Should the added attention be incorporated into existing
courses or should new African studies courses be added? Should African
studies courses be given by a separate department with 1ts own faculty?
Should such a department admit students and set its own degree require
ments? Should the department have its own library scholarship and re
search funds and otherwise have the status of a separate school? Instances
of positive and of negative answers to each of these questions can be
found somewhere on the Amerncan educational scene Positive answers
1nevitably lead to further questions If African studies are to be a part of
the university what will be their relationship with existing departments in
history sociology economics education law urban planning and so on
and with service departments such as admissions library regsstrar fund
raising and the hke?

The crux of this problem from an organization point of view ts that
the new product 15 unlikely to receive adequate attention under the
existing structure yet orgamizational separation leads to overlap and
duplication Comparable departmentation problems often anse when a
new but relatively small product or service 1s added Here are some ex
amples a public hbrary adds phonograph records to its services a com
mercial bank begins making small consumer loans a leading metal ski
manufacturer decides to market ski clothing a predominantly domestic
company opens an internattonal division

In all these instances the fledgling activity 1s too small to justfy
revamping the entire organization But it 15 also so small new and
different that 1t 15 apt to be undernounshed 1f 1t 15 merely added to the
activities of large existing departments and so we often give the new
activity independent status The independence may mean merely that the
new 2ctivity 15 a separate section In one or two existing departments but
if potentialities for growth are great enough the new venture may warrant
the creation of a new department

Each ume however that we grant an activity separate status that
cuts across existing departments we are mviting trouble The existing de
partments will resent exceptions to company policy and junsdictional
squabbles are hkely We speak here not of new activiies having no con
nection with existing operat ons but rather of new types of business that
seek to build on some company strengths while enjoying independence
n some other respects Expernience indicates that mmor deviations from



the major departmentation can be tolerated but that farge overlappings
create so much confusion that they need very strong justfication

As the preceding discussion of pressures to create new overlapping
departments suggests the major departmentation of 2n enterprise 1s con
tinually open to challenge Every design embod es preference to some
factors—local coordination functional specialization and so on—and the
reasons for that preference change over time Growth new opportunities
for service the occurrence of wars or nots shifting competition newly
discovered technology or other shitts may make a formerly good design
obsolete We examine this need for readjustment further in Chapters 5 6
and 28 This dynamic character of departmentation however makes dis
cnminating design even more valuable

ADDING AUXILIARY UNITS

Designing individual jobs combining jobs inte work groups and
forming major departments of these building blocks estabiishes the main
framewark of an orgamization But further refining 1s necessary One such
ref nement 1s creating auxtiary or service umits The Build ngs and
Grounds section of a hospital for example s clearly a urut serving the
basic medical care departments The existence of such aux liary divisions 1s
Justified only when operating departments work more economically or
effectively as a result

Potentialities of Service Umits

A large vanety of such service units 1s possible For instance 2 manu
facturing concern may establish a traffic division so that the production
and marketing departments will not have to be concerned with moving
goods to and from the plant In financial establishments the purchasing
division typically functions as an auxitiary service for ali other departments
Companies may set up 2 legal division to handle the bulk of corporate
legal problems and to work with outside legal counsel on special issues
These are technical matters that the operatng departments are rarely
qualified to handle

A market research unit was established by 2 computer manufacturer
ta provide information and advice to d stnct sales managers to the ad
vertising manager and to eng neers designing new products In add tion
top g better of the market research tasks
relieved the operating executives of the job of supervising what to them
was a minor activity and *hey were able to concentrate on therr pnmary
responsibilities more effectively

Among the principal reasons for separatng auxthary actvities from

n
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primary operating activities, then, are these to secure adequate attention
for Il phases of 2n operation to ensure that all work 1s assigned to tech-
nically competent employees and to relieve busy executnes of subsidiary
duties But there 1s another and perhaps more fundamental rea<on for
distinguiching between paman and zuxiian diasions Auxliary dnistons
tend to grow uncontrollably like cancer and it 1s difticult to tell how much
of thetr service 1s econamucaly jusufied In his zezl for doing 2 good job
2 manager of a senice department i« hkely to magnin s 1mportance
But if 11 our departmentation we clearly identifv senice work we chall
be in a good position to Mmaintamn a proper balarce between services and
prnman operating umts

Hazards in Separating Senices

The reasons for not separating senvice actn ity trom primarv operatng
2ctnaty usually cen‘er around problems ot coord rat 01 and ot overhead
expense |f <eparated from bacic operations <ome 2uxif an tasks such as
janitor <enice warehousing and tratfic present no particular difficulties of
coordmnaton However statisticzf computa*ons  nternal transpo-tztion
legal review of activines ard a large part of personrel work tpically are
closely rela‘ed to day to-dav operations The pertormance of such work
by separa‘e dinisions generates additional problems Where there s fre
qguent need for consistent and synchronized a2cuon one mav be wiser to
sacritice soTe skill in pettormance to secure greater harmony

In this conrect on one danger of tunctional <peciahzation such as
1s found in most auxiliary Lruts s that 1t leads to provinaial thinking. The
functiorzl specialist—tor example lawyer purchasing agent or accountant
—permuts fus sophistication 1 one area to delude him nto a rusconcep-
tion of and lack of interest 1n o*her areas In his zeal to perform his par
tiruiar specialty well he becomes carel2ss zbout the efrect of hus acuon
or inaction an re'ated activities

Senice dnisions cost money in terms of salanes ofnce space and
the like They otten produce substantial ecotnomies that ofset this expense
by 2 comfortable margm bu* this 1s not 2'ways the case The returns from
sach activities as market research engmeerng 2nd pe-sonnel relatios
zre often difticult to measure and these and similar actnit es can be ex-
panded to a point where additional savinas are not egual to additional
expense A failure to zdjust service actnities to reduced opportunities for
making savings 1s more hikely The operation of such departments tends to
be a fixed-overhead item that 1s not reduced with 2 drop m volume of
cperations Likewise 2 dvision that ongmnally sened 2 useful parpose may
be contnued long after its usefulness has pasced This danger of zn
inflexible expense 1tem shou'd be watched when setting up special 2ualiary
units of the organzation

Estzblichment of service ur ts then requires careful exam nation In
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each particular situation Most enterprises of moderate size have several
such unuts, but the desirability of a parucular type of service unit should
rarely be taken as a foregone conclusion, and the extent of the service Is
almost always a topic calling for a considerable amount of judgment. At
least one generalization should be bore in mind when dealing with thes
1ssue The burden of proof should always rest on the separation of service
from basic operations Every step in this direction increases to some extent
the complexity of the organization, therefore, unless a strong case can be
made for separation, an activity should be a basic past of the operation

CONCLUSION

The designing of jobs or work groups can rarely be done wel) with-
out also thinking about departments and service uruts the scope of de-
partments depends partly on what makes good work groups and so forth
That 15, design choices are intesdependent and so we hold back final
decision at one level until we have thought through the impact elsewhere
in the structure Two kinds of considerations are vafuable in thus more
general view of the framework we have constructed—the match with
technology and key factors in departmentation

Think First of Technology

Technology in a very broad sense means the methods used fo con-
vert inputs {matenals ideas labor) into more valuable goods and services
In addition to physical processes for converting raw matenals into finished
products {crude o1l into gasohine), technology includes techmiques for the
following converting truckloads of grocenes into consumer food pur-
chases, creating medical services in a hospital, providing transportation
across the Atlantic, traming ployables to be ¢ hand!
the buy-and sefl transactions on the New York Stock Exchange

Technology in this general sense 15 always a consideration when we
design an organizaton Technology fashions the work to be done, or-
gamzation merely combines the work into jobs sections, and so on®

Where physical processes are concerned, the need to match tech-
nology and orgamization 15 clear For instance, Hawanan pineapple 15
processed 1n highly mechanized plants by equipment that peels cores,
slices or crushes the pineapple, the nature of the process largely sets the
duties of individual jobs and also the scope of work groups Similarly,

SWe are treating technology here as an intervening variable between strategy (dis
cussed 1n Chapter 16) and departmentation That 1s selection of a strategy feads to—
perhaps even dictates—the technology to be used then the technology determines
the operating work to be done and (s a major factor in the way this work is grouped
into jobs small units and departments The effect of on the total manage
ment design 15 explored i Chaprer 28




modern retarl technology has virtually eliminated personal selhing in food
supermarkets Even the selling of fresh meats once the doma n of a skilled
butcher is now done by placing packaged meat in showcases This latter
change led many supermarket chains to modify their field organizations
significantly Instead of having separate departments for meats produce
and grocenes which ran from the main office down to the retall stores
they switched to an area orgamization in which store and district managers
supervised all products arded by central buying of meat As the selling
technology changed so did the organization

Of course the choice of technology 1s not always clear cut Volume
of work for instance affects the degree to which standardrzation and
mechamization are feasible and such mechanization may affect not only
departmentation but also other aspects of management {see Chapters 5
and 28) Also in research laboratories consulting firms and to some ex
tent classrooms operators have wide discretion on how they will do their
work where such freedom exsts technalogy drops to a minor influence
on departmentation We stress locking at technology early because it so
aften places limtts on the forms of organ zation that are worthy of carefu
study and because an ingenious matching of technology and orgamzation
can yield outstanding results Solutions to some of our most pressing urban
problems in education government and transportation for instance un
doubtedly require 1anavation in technalogy and organtzation

Key Factors in Departmentation

Several key factors are found in almost every departmentation prob
fem regardless of leve! So we typically seek an optimum arrangement of
the various factors mstead of relying on a single considerat on The foliow
ing paragraphs are a useful summary of factors already noted and add new
dimensions to several of them

Take advantage of specralization We should always at least cons der
a division of labor that permits persons to become specialists in certan
kinds of work Such concentration enables people to become experts and
assuming appropriate placement of personnel aliows 2 company to make
full use of the distinctive abilites of its operators

Usually we think of speciahization by functions but we should not
wvehotk fne possiuity WA an eTPUiRe Ty DRSIMR AN TR 9 3
product or on a particular type of customer In other words  What is the
focus of the man s specialty? The question forces us to consider whether
a particular bady of knowledge and skills 1 tmportant for gettng a Job
done The more crucial such knowledge and skills are to the success of
the enterpnse the stranger will be the pull on us to set up a division or
2 job budt on that specialty

Aid coordination Even though certain activities are dissimilar we
may put them under a single executive because they need close coordina
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tion Buying and selling women’s hats in a department store, for example,
may be the responsibility of only one executive because he can sense style
trends and customer reactions and can tme changes accordingly

A clearly recognized common objective 1s important in securing co-
ordination The type of decentralization stressed by General Motors, Gen-
eral Electric, and many other companies sphits up engtneenng production,
and selling among product divisions This arrangement enables the man-
agement of each division to coordinate these diverse functions because
the dominant objective of each umit 1s to make a success of its particular
product hne

Coordination may be a factor when we decide where to place mis-
cellaneous actvities, as well as when we group major funchons In any
orgamzation, there are a number of “orphan operations’ —receptiontsts,
chauffeurs, telephone operators—and no competling reason may exist for
putting them i a particular place We can decide to assign such em-
ployees to the department that makes the most use of their work This
solution at least simplifies coordmation between a service and 1ts major
user

Facilitate control. The way activities are apportioned has a marked
effect on control in an organization Clearly, if one actvity 1s to serve as
an independent check on another—as accounting on disbursement of cash
or inspection on quality of production—these activities should be separated

Departmentation, which makes 1t easier for management to measure
performance and to hold people accountable for results, 15 a real aid to
control Thus 1t 1s desirable to make a clean break between the duties of
one department and those of another Oil companies, for example, often
place aff the work done by a refinery under a single manager because the
fine between what 1s inside and what 1s outside the refinery ts a farly
clear one and also because all work within the refinery 1s so interrelated
that a neat separation into two or more divisions would be dsfficult to
establish

Those companies whose volume and technology justify two or more
operating units may use the deadly paraliel as an aid to control This means
that operating umits are made as nearly identical as possible so that their
respective expenses and productivity can be directly compared Chan
stores, teleph [« go bureaus, and even schools find
that the deadly pavallel provides performance standards that bring in-
efficient operations into sharp focus

Control of actual operations 1s always simphfied if an immediate
supervisor «s on the spot where he can see what goes on and can talk (o
workers frequently during the day For this reason, a firm may place final
assembly operations in a branch warehouse under the controf of the sales
department, even though the wark seems logically part of production

Secure adequate attention. A principal reason for separating auxifiary
services from primary operations as we have already pomnted out, 15 t0
ensure adequate attention for all phases of work that should be done Also




executives often desire to report high up tn an organization structure in
order to make sure that their particular operations receive full considera
tion from top administrators

Adequate attention  however s a difficult guide to use in de
partmentation If an executive pays heed to all demands for attention he
may be inclined to break up an otherwise neat pattern that works well
most of the ime Therefore an executive must decide nat only how wn
portant an activily 1s at a given moment but also how important it will
be in the future

Reduce expenses The pattern of departmentation may d re tly affect
expenses in two ways Fist a new umit-—say a purchasing department or
central training service—may require additional executives The company
must not only pay these executives a salary and traveling expenses but
also must provide them with office space secretanial assistance and tele
phone and other services In additon to these identfiable costs the
people tn a new unit (nevitably use up some of the time of other execu
tives by talking with them and wnting memoranda that have 1o be read
and answered Perhaps the addition of a single man will make no marked
difference but if an array of specialists all press for attenuion from busy
line managers the total burden on the line managers can become quite
heavy

A second expense consideration is the rate of pay needed for different
kinds of jobs An industral sales department for snstance might require
that all salesmen have engineering traming plus five years experience with
company products but an alternative orgamization mught reserve such
high pard men only for special assignments using lower paid men for
routine sales work Obviously no company will want to incur additiona!
payroll expense unless by doing so it will benefit significantly by improved
effectiveness

Recognize human considerations In Past Two we shall give careful
attention to the human relations aspects of organization structure There
are a number of reasons why we may have to modify the coldly logica

and y detached or plans we are discussing here m
Part One Among the reasons are availability of personnel the existence
of informal groups tradi within an P and p ling attitudes

toward different forms of organization We mention these po nts here
simply as a reminder that we must brng human factors inte constderation
before we reach a final decision

Frequency of Change

Organization structure should contribute to the stability of working
relations It enables each person to know the particular part he 1s expected
to play in the total activitres of his company And from it he also leamns
what he can expect others to do For these reasons we should not shuffle

Chapeer Twa
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DIVIDING MANAGERIAL WORK

Growth invanably leads to a management hierarchy As joint action
becomes more complicated we create a hierarchy to assure coordinated
planning, direction, and control Centralization-decentralization concemns
the vertical allocation of management action up and down this hierarchy,

whereas departmentation nolves a honzontal allocation of operating
work.

Persistence of the Problem

The question of how much work the chief executive should do him-
self and how much he should reassign to his subordinates has bothered
administrators for centuries One of the earliest references to the problem
1s found in the Book of Exodus, where there 1s a report of Moses’ experi-
ence with this dilemma

Moses sat to judge the people, and the people stood about Moses
from the morming unto the evening And when Moses” father-in-law
saw afl that he did he sard unto him “The thing that thou doest



1s not good Thou wilt surely wear away hoth thou and this people
with thee for the thing is too heavy for thee—thou are not able to
perform 1t thyself alone

Hearken now unto my voice  Be thou far the people Godward
and bring thou the causes until God {Then] thou shalt teach [the
people] the statutes and the laws and shalt show them the way
wheren they must walk and the woark that they must do

Moreover thou shalt provide out of alf the people able men such
as fear God men of truth hating unjust gain and place such over
them to be rulers of thousands rulers of hundreds rulers of fifues
and rulers of tens and fet them judge the people at alf seasons And
it shall be that every great matter they shall bring unto thee but
every small matter they shall judge themselves So shall it be easier
for thyself and they shall bear the burden with thee

The fundamental problem Moses faced 1s still with us The burden
on executives 15 especially acute in enterprises that are changing and
growing As product lines are dwersified and new empioyees added
executives f nd that they can no lenger give proper attennon to zll the
management problems that cross their desks Unless they decentralize
they fnd that they hke Moses are unable to cope with the job by
themselves

The need for dividing up the admimstrative work and pushing 1t
down the line then s often perfectly clear What 15 not so clear 15 just
how 1t should be done Any cempetent executive feels keenly his obliga
tion 1o secure top performance in the operations assigned to hum How
can he retain adequate control and yet allow his subordinates freedom
to act on day to day problems? What kinds of decision should be reserved
for top executives? Should lower level executives be assigned responsibility
for improving operations 1 addition to geting results according to estab
hshed practice?

The allocation of managenal work 1s one of the most subtle aspects
of the crganizing process The degree of decentralization may vary from
department to department within a single company The sales department
for example may be highly decentralized But the controller may retain
control over a great deal of the planning orgamizing and motivating of
the operat ons under his direction Even within a department decentraliza
tion may vary Thus management work 1n ne credit deparinemy may be
decentralized from the vice president down to the industry specialists but
then the industry specialists may delegate little authonty to the credit
analysts

For insight into this web of relationships we shall first examine the
delegation process and then consider factors determining the degree of
decentralization that 1s desirable in a speaific situaton The chapter closes
with a penetrating look at profit dec r 1 ar
rangement well suited to a dynamic soctety
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THREE INEVITABLE FEATURES OF DELEGATING

Delegation 1s familiar to anyone in a supervisory position, it ssmply
means entrusting part of the work of operations or management to others
A filling station owner delegates car greasing to Bill and pump tending to
Charlie The president of Republic Aircratt Corporation entrusts financial
matters to Mr MacGregor the treasurer Such delegations give nse to
what we commonly call a boss-subordinate relationship

The practice of delegating along with the resulting chain o1 com-
mand has persisted as an organizational device through the centuries
Caesars army the Roman Catholic church the East India Company, the
Social Secunty Admimistration Students for a Democratic Society and IBM
have all been based on delegation Although there are numerous supple-
mentary means for coordinating action the process of delegating provides
the skeleton of the formal organization structure Surprisingly this famihar
and basic aspect of organization continues to be tnefficiently handled

Every tme a manager delegates work to a subordinate—say a presi-
dent to a foreign manager or a first line supervisor to an operator—three
actions are either expressed or imphed

1) The manager asstgns duties The man who 15 delegating indicates
what work the subordinate 15 to do

2) He grants authonity Along with permussion to proceed with the
assigned work he will probably transfer to the subordinate certain nghts,
such as the night to spend money to direct the work of other people, to
use raw matenals to represent the company to outsiders, or to take other
steps necessary to fulfill the new duties

3) He creates an obligatton In accepting an assignment, a sub-
ordinate takes on an obligation to his boss to complete his job

These attributes of delegation are like a three-legged stool, each
depends on the others for support, and no two can stand alone

Dutres

Duties can be described in two ways First, we can think of them
n terms of an activity For tnstance, we may say that Tom Turner’s duties
are either to run a turret lathe, to sell 1in Oshkosh, to direct an employ-
ment office, to discover and analyze facts about the money market and
trends 1n 1nterest rates, or to measure distnbution costs According to this
view, delegating 1s the process by which we assign activities to individuals

Second, we can describe duties in terms of the results we want to



achieve Following this approach we would say that n the first two
examples Tom Turners duties are to turn on his lathe a certain number
of pieces per day accord ng to engineenng specifications or to buld
customer goodwill and secure a prescnbed number of orders i the
Oshkosh terriory Here we are talk ng about objectives We def ne the
duties not just 1n terms of go ng through certam motions  but in terms
of accomplishment To express dunes n terms of purpose adds v tahty to
otherwise neutral statements The descrpton (o measure d stubution
costs may be adequate for departmentaton but 1t we want to avoid
aimless actwity we should elaborate our statement and ndicate speaific
purpose—for instance  to mea ure d st buton costs 1n order to provide
useful information for pr ¢ ng controll ng costs and locating warehouses

Because of dinerences n jobs we mav state <uch goals in terms of
long run or short run results Our declarat cns may be general and in
tangible or spec tic and readiy put nio erect They may represent over
aptimism or real sc expectation Nevertheless 13 we phrase the delegation
of duties in terms of goals a subord nate s likely to get psychological
satisfacbion from his work and he wil have advante notice of the tntena
on which his pertormance will be judged A men s duties will be clear to
bim only if he krows what activities he must undertake and what mussions
he must fult I}

Authonty

If we assign 2 man duties to pertorm 1s 1t not obvious that we must
give hum all necessary authonty to carry them ¢ut? An adverhis ng manager
needs authonty to buy space hire 2 copywr ter and take other necessary
steps 1f he 1s to gain his assigned obje tive of building customer demand
for company products

Unfortynately assigruing authonty 1s not sumple In fact a principal
source of the difficulty many executives experience in delegating is therr
tnchination to oversimpl fy this matter of authonty We should understand
exactly what kind of authonty 1s within the power of a manager to grant
in addition we should recognize the substantial number of restrictions
that typically fence in the authonty a manager has at his disposal

Administrative authorty consists of certain permissions of nights the
nght to act for the company in specit ed areas (to buy raw matenal accept
orders from customers issue prese releases admit people mto a plant for
example) the nght as spokesman for the company to request other em
ployees to perform acuvities of var ous kinds and the nght to )mpose
sanctions and discipline of a subordinate disregards his instructions These
nghts are vested in the head of an enterpnse by law and custom and
they are supported by the moral approval of sotiety They stem pastly from
concepts of private property rghts partly from acknowledged authonity of
the political state and particularly from the long established human habrt
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1ts meaning 1s identical with obligatton To avoid this confusion we will
shy away from the word responsibility From time to time however we
shall use accountability as 2 synonym for obligation

APPLYING DELEGATION CONCEHTS

Should Duties and Obligations Extend
beyond Authority?

A common saying i popular management literature declares that
authonty and responsibility should always be equal  Behind this state
ment lies the conviction that «f we assign a man duties we ought to
furmish him with encugh authonity—no more and no less—to carty them
out and if we give him authonty we certainly expect from him a cor
responding obligation to use it wisely Although there are elements of
truth an this contention 1t 1s unfortunately an oversimplif cation Let us
see why

The first diff ~ulty 15 the word equal  Dubes are concerned with
objectives and activities authonty with nights and obligation with attitudes
These three things are of different orders and 1t 1s hard for an executive
to find a common denominator for measusing equalsty among them They
are indeed related—as related as but no more equal than a small boys
apples a spoon and hs fondness for applesauce As we have seen 10 Our
discussion of formal authonity there are only certain kinds of nghts that
an enterpnise can pass along 1o its managers and there are usually very
substantial restrictions on how even these nights may be used Ta permit
every man to charge nto action without constramts would lead t¢ chaos
Frequently a man must try to achseve objectives with authonty far short
of his desires 2

It 1s more nearly accurate though not so pat to say to the boss the
man doing the defegating Duties authonty and obhgation depend on
each other and you should therefore correlate them thoughtfully and
10 Yhe subordinate the man recewving the delegation You are Jugeed
to fulfill your duties to the maximum extent that 1s feasible in the ght of
your authonty and the conditions under which you have to work

An Obligation Cannot Be Delegated

What happens when duties and authonty are redelegated? Does this
redelegation relieve the executive who makes 1t of i s obligations? $uppose
the treasurer of the Omaha Chemical Company for example delegates to

2Legal authar ty s not dealt w th here It s proc paly conce ned w h the enter

prses relatonsh ps wth outsders In bus ness {rms men typ cally have faf fANR 1%
legal au hor ty but are restra ned by nrernal I m tatans on ts use



the chief accountant the task of maintaining an accounts payable ledger
The chief accountant being too busy to maintain the records himself
assigns the job to a clerk

The redelegation of the job by the chief accountant to the clerk does
not at all change the initial relationship between the treasurer and the
chief accountant The chief accountant sti!l has the same dutres and as
much author ty and even though he has turned over the major parts of
these 10 the clerk he can reclaim them if he wishes More importantly the
chief accountant stll has the same obligations to the treasurer The addi
tional obligation between the clerk and the chief accountant in no way
relieves the chief accountant of his obligation [t s as though the treasurer
lent ten dolfars to the chief accountant and the chief accountant n turn
lent the money to the clerk the chief accountant cannot satisfy his obliga
tion to the controller by passing along the clerk s 10U

If we were to abandon this principle that a man cannot delegate
obligation there would be no way of know ng who was accountable
for what

Dual Subordination

An 1ssue we face over and over in delegating 1s whether each man
should have only one bcss On this point formal organization theory 1s
clear A ki P or y have relations with many
people but he needs one supervisor whose guidance can be regarded as
final What are the reasons supporting this concept of a single chain of
command?

All executives and all subordinate employees respond to a varnety
of nfluences not just those emanating from the r line bosses Neverthe
less the evidence indicates that as important as other people may be
influencing the behavior of an employee the line boss is usually far more
significant Reasons for the overnding influence of the ine boss are not
hard to find Normally the boss trains and directs an employee and ex
plains what he should do the boss authonzes what the subordinate may
do he assists 10 getting necessary matenals and tools and often represents

tis  men throughout the orgamzation he checks results and inttiates
comecuve acuon wren necessary he prases Blames douplines pio
motes recommends changes in pay and otherwise motvates his sub
ordinates These activinies are closely interrelated and if they are to have
their greatest impact they should sprning ntegrated from one source

When two bosses try to share the fundamental role of immediate
supervisor their actions are | kely to be tnconsistent One may praise
whereas the other may suggest improvements the first may urge speed
and intative whereas the second may withhold authonty they may make
assignments that conflict Men can and do get along with two bosses Just
as a child adjusts to guidance from two parents but as with parents
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unless the two bosses have a very close working relationship, they may
find many opportumties for maneuvering for advantage and may tend to
be unjust to the subordinate When there 15 one boss, the likelthood of a
consistent pattern of supervision 1s greatly increased The expernence of
managers over the years indicates that we are wise to have one supervisor
who resolves conflicting demands and has final say on prniontes

Duties Include Interactions

Clear cut duties and authonties do not imply that each man should
work in his own 1solated corner Instead, in most delegations, managers
make 1t very clear that a subordinate should consult with others and keep
them tnformed as he proceeds with his own duties

Furthermore a few assignments are specifically jomt undertakings
Some companies emphasize their concern with cooperation by saying that
a man 15 accountable for both work and teamwork, and they are dis-
satisfied with a man s performance unless he measures up well on both
counts Cooperation 15 simply a part of a job and should be as clew as
other duties

Relations between supervisors and subordinates are subject to con-
tinual adjustment We should modify delegations as the work to be done
and the people who do 1t change Nevertheless the vast bulk of relation-
ships are stable—at least for some penod of tme This stability 15 1m-
portant A worker learns what to expect of his boss, the boss learns how
much he can depend on each of his subordinates, people doing related
work learn how to deal with an established hierarchy Such patterns of
expectations are essential If we are to get day-by-day work done smoothly
and quickly 1f the delegating has not been done well, and if boss-
subordinate relationships are unclear and become sources of friction, then
the company umity we seek will be facking

HOW MUCH DECENTRALIZATION?

The preceding discussion centered on the process of delegating Now
we turn to the extent and content of such delegations

Focus on Planning

Expenience has shown that planning—that 1s, identifying problems
and deciding what action to take—is usually the most crucal element 11
thinking about decentralization Orgamizing, leading, and controlling 21€
also important, but assigning those activities to various executives WP‘“"Y
depends on how we have allocated planning duties When we fook moreé
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closely later cn at leadership and control we shall trace the nterpiay of
these phases of management w th dec sions concerming decentraiization

There are several ways ‘o d vide he work of planning among execu ceroral racors “av
tives and these are mportant tor descnbing vaned degrees or decen costruc the trarsier
traliza‘ion

By subject. This is the simplest wav to d v de planning An executive
normally makes decisions only tor the operattons that he also directs In
other words the departmentation af operating work discussed in the
previous chapter usually implies a corresponding assignment ot plapning
work among the supervising executives However when an operatan
afrects several reiated departmen*s as does pric ng or inventorv cont-ol
we may stipulate that certain other persons are to be consulted betore
binding decisions are made

DOwding planming by subject 15 especiallv usetul i situanons where
there 15 a semior executive and a lower executive wha reports o him A
chief accauntant for example might sav to hus ot ce manager |1l decide
what accounts to keep and where dirrerent types ot items should be
charged—that s 11l set up the accounting syster But | want you to
schedute the flow of work through the otfice determune the nurber ard
types of people we need and 1 gure out whether t would pay us to get
more automatc equipment Or the vice president in charge or sales
right select the markets to be cultivated and then asaign to his sales
manager the detarled planmirg or direct mail publ oty personal contacts
and other activities designed ta secure orders trom the custorers within
these markets Note that in each of these examples certain subyects are
decided by the semior man ard other subjects by his subordinate

By type of plan Often a sharp ¢ visian at admimistiative wark by
subject 15 nat feasible A semior executive may want same sav in the wiy
a particLlar type of situation is hand ed and yet lack ume to maxe daly
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decistons on each individual problem Thts partial involvement can be
accomplished by the use of objectives and policies, which set the direction
and himits of action Subordinates can then make decisions on specific
cases within this guiding framework For instance, the president of a
telephone company can say, “No employee with more than two years of
service 15 1o be discharged as a result of the installaton of automatic dia!
ing equipment ” The managers of local branches must act within this imit
and plan for the transfer or retraning of any displaced workers with a
two year service record

Sametimes a semior executive wishes to be more specific If se he
can lay out a step-by-step procedure to be followed, or a schedufe of
dates when specific action 1s to be completed Thus an advertising man-
ager often sets deadlines for drawings, magazine copy, radio scnipts and
other parts of hus promotion campaign His subordinates are free to make
detatled schedules for their own work provided the master schedule 1s met

In still other sitwations an executive may announce that certamn
premises are to be adopted when plans are made for the future For
example, he tells the production manager to prepare his budget on the
assumption that there will be a 20 percent increase in sales volume during
the following year

From the pomnt of view of decentralization the questions are to
what extent these different types of plan should be used and who should
set them up Clearly, the more management circumscnbes or regiments
work by means of objectives, polictes, and so forth the more highly
centralized the orgamization will be

By phase of planning. Planning 1s not typically an solated activity
performed by a single person insulated from his assocrates In fact the
more important the plan, the more likely it 1s that several people will
partictpate in formulating 1t As we shall see in Part Three, planning con-
sists of several dentifiable phases d and identifysng 2 problem,
finding possible solutions to the problem, gathenng facts, and projecting
the results of each alternative, and, finally, choosing one alternative as the
course of action to be followed In practice, the work of each of these
phases may be performed by different persons

Except for final deciston-making, nane of these phases need be re-
garded as the exclusive domain of some part.cular person Anyone who
spots a trouble area that needs to be cleaned up or has evidence that will
contribute to the sound analysis of a problem should be encouraged to
volunteer his 1deas Eliciting such voluntary assistance, however, 1s not
enough 1n itself Someone must still be responsible for ensuring that each
phase of the planning process 1s properly performed

Just how these phases of pl. are actually h.
great deal on the atmosphere that prevails within each company In one
company 1t might be presumptuous for a first line supervisor to suggest
a change 1 personnel policies, whereas 1n another company the man
might get fired 1f he failed to spot potential trouble and recommend 2

dled d. ds 2




plan for avoiding it When a possible change 1s being studied some
companies expect a lower leve! supervisor to provide only the information
he 15 asked for whereas other firms expect him to speak his mind on any
thing he believes pertinent and perhaps to come up with counter
proposals These are all examples of how the burden of planning may be
allocated in terms of phases or steps in the planming process

Summary To understand who does what about planning we need
to ask ourselves these questicis

1) What 1s the subject?

2) Is a single problem being decided or 15 a general gurde being
established—such as an objective policv pracedure schedule or premise?

3) Do several executives participate in the decision? If so which
phase of the decision making process 1s each man expected to take on?
Decentralization s concerned with how much of this complex planning
activity should be assigned to each executive from the president down to
first ine supervisors

Degrees of Decentralization

How are these concepts put into practice? The following two ex
amples help answer this question To make it easier to compare the de
grees of decentralization both examples concern sales activities

Decentralized planning A company that manufactures matenals
handling equ pment has a field force of twenty four men Six are branch
managers and each has one to four salesmen The branch managers spend
at least half thesr tme n actual selling Because industnal equipment is
purchased at irregular tntervals the salesmen have to follow sales leads
they cannot depend on a regular flow of repeat business from a limited
number of customers

The management of ts company thinks 1t has a mghly decentrahized
sales operation However two important subjects are defin tely centralized
products and prices

Product planming 1s handled by the engineering department in the
main office A variety of standard equipment 1s described in a product
book and salesmen are encouraged to sell this equipment whenever 1t 1
suited to the customer s needs If special equipment 1s required the sales
mien simply gather the operating data and submit these facts to the home
office The engineening department then decides what to recommend to
the customer and prepares the necessary sketches Salesmen s suggestions
for new items are always welcome and one of the branch managers serves
on a new products commuttee that adwises the engineering department
Bastcally however decisions on the products to be sold are highty cen
trahized

The setung of prices 1s also centralized Prices of standard tters are
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set by the sales manager and recorded in a price book This system enables
the sal to make q 1 diately to the customer, but he has
no freedom to modify prices The sales manager also sets prices on all
special orders In making these decisions, the sales manager draws on
salesmen’s information regarding customers, cost figures from the estimat-
ing department, and his knowledge of the competitive situation  Decrsions
on the granting of credit are made by the treasurer, and accounting pro-
cedures are established by the controller These, however, are minor
matters 1n the sales activities of the company

Except for product-planning and price-settinig, the men n the field
have almost complete freedom Which customers to call on, what selling
methods to use, which conventions and trade assocration meetings to
attend, when a long distance phone call 15 worth 1its cost—all are de-
termined locally The branch manager 1s a key man in many of these
decisions, but he may require that an expenenced, competent salesman
do his own planning

The home office 1s not indifferent to what goes on n the field It
provides a vaniety of services to help the salesmen descriptive circulars,
films, prospect lists by type of industry and location, customer leads from
magazine advertising a weekly information bulletin, and techmical advice,
either by letter or by personal visits from an engineer Nevertheless, it 1s
up to the branch manager and the salesmen to decide what use, if any,
they will make of these services

Notice that the planning of sales Is rather sharply divided by subject
The chief engineer decides what products will be sold, the sales manager
sets the prices, the branch managers select the customers Only a limited
use 1s made of policies and standing procedures There 1s considerable
cooperation 1n the planming process, particularly through the exchange

Fig 3-3 Decentralized versus centralized planning The
tensity of black suggests the degree of regulation, the
intensity of color the degree of autonomy




of ideas and information This exchange has not been formatized however
to 2 point where the man making the decision feels relieved of any of the
preliminary phascs of planr ng (except for the preparation of cost estimates
ased in pricing)

Not everyone in the corpany 1s convinced that the present method
of dividing up the sales planning work 15 the best One man advocates
much more central planning and direction he insists that sales quotas
should be established that salesmen should be directed to the industries
that seem to have the highest potential in therr terntory that direct marl
advertising should be tied m closely with salesmen s calls and that annual
campaigns featuring new products should be instituted These proposals
have not recewed much support however Most of the sales executives
believe that the local men can judge what wil! produce on the spot results
better than anyone siting in the home office

Centralized planning Now let us turn to a midwestern o1l company
in which the sales planning work 15 divided up n quite a different way
This company sells gasoline lubncating orl fuel o:l and related items in
ten states It ranks fifth or sixth 10 market position in its area The company
has forty two sales branches which for purposes of supervision are
grouped into six districts Each branch has three main operating executives
under a branch manager A fuel oil and industral sales manager who con
tacts independent oil dealers and large customers a gasoline sales man
ager who promotes sales of gasobne and associated products through
filling stations (both independent and company owned) and 2 company
station manager who leases staffs builds and exercises financial control
over company owned filling stations

Most of the planning for all sates activities is done in the main office
An executive commuttee decides what products are to be sold The vice
president in charge of sales sets general prices and establishes polic es
covering any price reduction to meet local competizon Advertising is
planned and executed at headquarters Sales promotion keyed in with the
advertising program 1s planned 1n detail at the home office and includes
decisions on the color stations are to be painted and on the design of
signs A vanety of traiming aids for station operators are also planned
centrally instructions for waiting on customers care of washrooms
methods of car greasing and the hke

The executives at headquarters prepare similar plans for selling fuet
ol although they are not so elaborate as those for gasoline The sales
vice president places more reliance on policies and other guides that wall
help get the nght fuel oil dealers to carry the company products and he
gives less attention to the particular methods these dealers are to follow

The distnct managers devote almost ali therr time to supervising
branch activities and advising the home office on changes that should be
made in selling plans These men perform a necessary and very usefu!
function but make few decrsions on how the seling work will be done
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The branch managers then are pnimarly concerned with carrying
out plans that have already been made They hire tran pay direct and
motinate the key people in the branch office—all in accordance with
company policy and other plans If a price war breaks out they adjust
local prices in accordance with policy or if necessary request the home
office to adjust them They take care of the innumerable htile problems
that snevitably anise in the sale of a substantial dollar volume of product
Often they pass new 1deas for sales promotion along to the main office
Their principal duty however 1s to carry out the sales program as effec
tvely as posstble rather than to generate new ideas The executives of this
oil company would strongly resist any proposal to give branch managers
the freedom in planning permitted by the manufacturer described above

These two examples illustrate not only the general difference be
tween a centralized and decentralized department but also the need to
think specifically about each type cf problem (for instance pricing m the
industrial equipment company) even though a general pattern has been
established In pracuce an endless vanation in degrees of delegation exssts
and properly so Each company operates In its own umque circumstances
of size reputation competitive strategy existing equipment abilities of
key executives and similar factors Each manager must figure out what
allocation of excey ve dut es best fits b s needs We can however enufy
certain factors that will help a manager make that allocation wisely

Guides to  How Much Decentral zation?

We should carefully weigh the following seven factors when choos
ing the best place 1n the executive hrerarchy for each category of decision
making

1) Who knows the facts on which the decision will be based or who
can get them together most readily?

Sometimes a smple individual-—salesman  caseworker advertsing
manager foreign plant director purchasing agent—is 1n constant com
mand through the normal course of his work of all the facts needed 10
make a given type of deciston Such a person is a natural point for
decision making on this 1ssue Many decisrons however require informa
tion from several different sources—a deciston whether or not to buy 2
new machine for example requires data on production methods plant
layout future volume avarability of capital workers atttudes and so
forth Channels of ¢ ation must be bhished to funnel all this
information to a single point the question then 1s whether it will be
easier to pass general information down the line or spectfic information
up the ltne This raises considerations of the accuracy time and cost of
such communicaton

2} Who has the capacity to make sound decisions?

Clearly 1f people at lower levels—salesmen foremen offrce super




visors branch managers—lack the ability and expenence needed to make
a wise deasion on a g ven question there 1s a compelling reason to with
hold decision making authonty from them Such capacity however 15
usually a relative matter Perhaps the president can make a very wise
decision about granting credit but the branch manager can make one
almost as good Since we want to save the presidents energ es for more
Important matters and the branch managers judgment on this subject is
satisfactory we should lodge the planning for extending credit with the
branch manager On another matter we may find that no one below a
vice president has the abihty to make sound decisions

3) Must speedy on the spot decisions be made to meet local condi
tions?

The repatr of railroad breakdowns or the buying of fruit at whole
sale auctions obviously requires that someone with authonty be on the
scene of action A similar though less dramatic need for prompt action
occurs In negotiating contracts employing personnel to meet unexpected
work lcads or the ¢ I of irate i

4) Must the focal activity be carefully coordnated with other ac
bvitres?

Sometimes umiformity of action 1s so important that all decisions on
2 given matter must be made centrally—for example ensuring that alf
customers i1n a given area are charged the same prices or determining the
fength of vacation for all employees in a given plant Other decisions
such as determining a weekly production schedule or lay:ng out a national
sales promotion program require that activities in several areas be closely
synchronized here at least some central planning is called for

5) How significant is the deciston?

A relatvely minor decision—one that wall increase or decrease prafits
only by a dollar or two for example—clearly should be left to a jumior
executive or operator The expense of communication up and down the
channel of command and of the time requ red for the senior executive to
handle the problem would be far greater than any savings that might
result from his judgment On the other hand any decis on that will have
a major effect on the total ope ation be 1t either a single transaction or a
basic policy should at least be approved by 2 senior executive

6) How busy are the executives who might be assigned planning
tasks?

in dividing up work among executives overloads must be avaided
A top executive may already have so many dutes that he will have to
shirk additional responsibility for pfanming or a plant supenntendent may
lack the time for careful analysis and thoughtful deciston If a busy execu
tive has a distinctive contribution that anly he can make perhaps he can
be brought 1 on one phase of the planning while the rest of the chore s
assigned 1o someone else

7) Will imitratve and morale be significantly mproved by decen
trahzation?

Decentralization typically builds smuiatne and good morale in lower
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level executives We should be sure, however, that such feelings will be
generated, and that they are desirable, in each specific situation Com-
panies that are faced with frequent shifts in consumer demand, in tech-
nology, or in the competitive situation must actively promote adaptability
and inthative among their workers In other enterprises such as many
public utilities, where the rate of change 15 slower too much ongmality
and nttrative among junior executives may actually create discontent and
lower morale Simiar sharp differences n the need for initiative are also
found n varnious departments of a single company

In using these factors as guides to the degree of decentralization
that 15 appropnate 1n a specific situation we have to determine how much
weight to attach to each Often the factors pull in opposite directions—
the need for speed may suggest greater decentralizaion while the desire
for coordination may dictate greater centralization Clearly each factor
must be carefully balanced aganct the others Allowance must also be
made both for traditional behavior and for growth in the abilities of
individuals So we see again that the managenal task of orgamizing calls
for a high order of judgment

PROFIT DECENTRALIZATION

There 1s one form of decentralization that 1s highly important to
larger companies profit decentralization Under this plan, a company 1s
sphit up into product or regional divisions each of which s responsible
for its own profit or loss

Self-sufficient, S ts Units

Two charactenstics Ire at the heart of the plan (1) All the major
operations necessary to make a profit are grouped under the manager of 2
self sufficient umit This, of course, 15 a matter of departmentation (dis
cussed in Chapter 2) Typically several such self-sufficient, self contaned
units are established 1n a company (2) The management of these units 15
so highly decentralized that each of them becomes semrautonomous In
effect, we have a senes of little businesses operating within the parent
company The manager of each umit has virtually the same resources and
the freedom of artion that he would enjoy if he were president of an
independent company, and he 1s expected to take whatever steps are
necessa+y to ensure that his “little business” will make a profit

Profit decentralization 1s the key concept in orgamizing large con-
cerns such as General Motors Corporation This company has established
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separate divisions far each of sts astomobile lines—Chevrolet Pontiac
Oldsmobile Buick and Cadillac—and for other products as well uch as
Frgidaire dresel engines AC spark plugs and so forth The General Elec
tic Company has adopted a similar farm of argamzaton and now has
approximately one hundred separate profit making units Proft decen
tralization 15 by no means confined to industnal giants however Smaller
companies such 2s Johnson & Johnsan and Abex Carporation (sce Fig 3—4)
have found it admurably suited ta their needs

Ordinanly the operating units are built around product Iines and the
engineering production and sales of each hine are placed within the
decentralized division The same (dea however has been applied by de
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partment store chamns, which place all thetr operations in each region
on a profit-decentralization basis In fact this form of organization has
become so successful and popular that most diversified compantes use it
in at least a modified form

Benefits

A major advantage of profit decentralization 15 1ts sumulating effect
on the morale of the key men in each of these self-sufficient, semi-
autonomous divisions Executives are able to see the results of their own
methods, to take the action they believe best, and to feel that they are
playing an important role The resulting enthusiasm and devotion to the
success of their particular division tend to spread to employees at all Jevels
n the dwision

Because operating units established under profit decentrahzation are
of a manageable size fewer people have to exchange information, and
they can communicate with one another swiftly and effectively Executives
find 1t easier to comprehend the information that 1s funneled to them for it
15 less diverse and more refevant to therr immediate problem than 1t would
be in the complex and unwieldy operations of a large, highly centralized
company The decentralized unit 1s an operation that the executne can
grasp—something that he can get his arms around ”

Situations requinng administrative action are more likely to receive
adequate attention under profit decentralization In a large-scale enter-
prise, 1t 1s all too easy to neglect a product or an operation that contributes
only 2 minor part to the total sales volume, to put the operation on a
more effitent footing may seem 1o be more trouble than i1t 1s warth In
a smaller dwviston, however, such problems become relatively more 1m-
portant and executives are much more lkely to take the necessary correc-
tive actron

The smaffer size of the operating umts and the heightened ease of
communication also lead to improved coordination, particulatly in the
cnitically important areas of servicing customers, matching production and
sales, and keeping costs m Ime with income Such ntegrated action is
often hard to achieve in a large enterprise that has been organized func-
tionally, because bureaucratic attitudes are apt to interfere with voluntary
cooperation and responsiveness to overall needs

By making both measurement and accountability more clear-cut,
profit decentralization promotes more effective control The profit-and-loss

of each op division provides a significant measuce of
results, for all the relevant activities are under the directidn of a division
manager There 1s less need for top management to make an arbitrary al-
location of costs, and to try to decide whether a poor showing was the
fault of, say, poor selling or slow delivery Moreover, because a self-
sufficient division 15 also semiautonomous, its manager can be held ac-




countable for resulting profit or loss If the results are poar he can be
required to take corrective action if they are good he can be and often
Is generously rewarded

Lirmtations and Difficulties

If profit decentralization contributes all these imp essive advantages
why s it that all large enterprises are not organized n this fashion? Un
fortunately certain distinct iimitations and problems are inherent in its use

For one thing not all companies can be divided neatly into self
contained operating divisions Technology may make it impossible for a
large operation to be broken up into several smaller ones A steel mill for
example cannot be spht down the middle General Motors can separate
Chevrolets and Buicks but if the Chevrolet division itself becomes un
manageably large trying to divide 1t nto two or more self sufficient units
would create senious technical difficulties On the other hand nr opera
tions such as wholesaling or retarlling which involve a large number of
products sales volume of any one product may be insufficient to support
the expense of a separate management and staff of specialists In stli other
companies where a single sales organization 1s mandatory it would be
disastrous to spht up this important activity and place it under the direc
tion of several division managers One of the limitations of profit decen
tralization then s that the operations of the company must lend them
seves 1o being divided into self sufficient units of manageable size

A related problem springs from the auxiliary service activities that the
company must perform for the operating divisions Will a single central
service unit such as purchasing or plant engineenng be really responsive
to the needs of each of several operating divisions? Will it be ab'e to
perform the work more cheaply than outside firms could? W il! the operat
ing divisions be required to use the service divisions? If so what happens
to their presumed autonomy and accoun*ability for profits? These are not
insurmountable problems but they do emphasize that profit decentraliza
tron brings 1n 1ts wake a series of potentally troublesome issues

Although we have referred to this type of organization as profit
dec I we must ber that profits though important may
be an snadequate measure of the performance of a dwision at least in the
short run A given diviston may decide with the full 2pproval of top man
agement to spend money on advertising and other activitres in order to
improve its market position for two of three years it may spend large
sums developing a new product In other words the division may be
achieving its objectives even though it 1s showing a relatively small profit
Conversely by keeping down expenses for nonrecurnng or deferable
ttems a dwision may make a good profit showing even though 1t 1s ship
ping in customer goodwill or development of potential execytives This
means that the use of profit for purposes of contral 1s vahd only +f 1t 15
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interpreted with 2 full understanding of what 1s happening within the
division

Perhaps the greatest difficulty in the use of profit decentralization 15
to find executives with the capacity and willingness to work effectively
within the system Unless admnistrators, both at headquarters and i the
separate divisions display certain work habits ard attitudes, profit decen-
tralization will lead to chaos The diviston managers must be prepared to
take the nitiative on any matter that affects the long-run success of thesr
particular units They must be aware of the direct and indirect results of
their own actions instead of relying on someone in the home office to
keep them out of trouble In other words, they must act as responsible
stewards of the resources put under their direction

Top administrative officials in the company n turn, must accept
their obligation to mantain a  hands-off  attitude toward the decen-
tralized divistons As the president of a successfully decentralized company
put it ‘This calls for confidence in the capabilities of other people, a
belief in teaching rather than telling, patience while others are learming—
perhaps through their own mistakes—and a willingness to let others stand
out in the public eye”

“nd yet we must remember that many executives of operating divi-
sions have been tramed to concentrate on a particular specialty rather
than to take an overall view of an integrated bustness unit and that the
top executives of many corporations have achieved their position through
positive, aggressive action It 1s easy to understand why the attitudes and
behavior described 1n the two preceding paragraphs are difficult to
achreve 1n practice The key men 1n a company that adopts profit decen-
tralization must have a realistic understanding of their new roles and must
be flexible enough to adjust their behavior accordingly

Restrictions on Autonomy

There 15 a great deal of double-talk about decentralization these
days Some companies claim that their operating divisions are semi-
autonomous when n fact all major decisions and many mnor ones are
made by executives tn the central office Everyone agrees that top manage-
ment should retain some influence over the operating diwvisions In con-
sultation with the division managers, top management should (1) set long-
range objectives and annual goals, (2) establish the broad policies within
which the divisions are to operate, (3) approve the selection of key execu-
tives within the division, (4) approve major capital expenditures (which tn
effect means approving any major expansion), and (5} review any single
transaction that might entail a major change in the profit or loss of the
division In addition, the headquarters office mrght want (6) to establish
certain procedures for accounting, personnel, or purchasing in order to
assure consistent action throughout the entire company



Clearly there are many areas in which the operating divisions are not
autonomous Fusthermare top management can interpret all these imita
tions so broadly that it may retain the night to interfere with the division
operations almost anywhere 1t wants to Objectives or polictes may be
made so specific that the division managers are left with httle freedom of
discretion or the scrutiny of budgets may extend to such tnsignificant
items that the hands of the local man are effe tively tred

The use of policies procedures programs and other types of plans
will be examened later in this book as will means for securing motivation
and control The point here 1s that the manner in which these particular
processes are performed can either support or vitiate the underlying con
cept of profit decentralization Therefore If we organize along proft
decentralization hnes we must also plan lead and control 1n a manner

comp. with profit dec

CONCLUSION

in this chapter we discussed first the process of delegating and then
refated this ta the allocatian of managenal wark especally s assign
ment to executives at different levels from first line supervisors to the
president Planning—that 1s makeng decisions about actions to be taken—
stands out as the crucial activity in managenial decentralization once we
decide who should do what planning then other aspects of managenal
work can be adjusted to fit irto the pattern Each manager has to alfocate
planning wark amang hss subordinates and we have idenufied several
factors that can help him design a pattern of decentralizat:on suited to the
particular conditions he faces
One special type of allocation especially appealing to diversified
15 profit dec ' Analysts of profit decentralization
highlights the tntimate connection between the way we departmentalize
a company and the forms of decentralization that are desirable We shall
return to this tnterrelation in the chapters on overall organization structure
But first we need to consider in the next chapter how staff men can be
fitted into the total allocation of managenal work

FOR CLASS DISCUSSION

Questions

1) In what ways may a manager's expertence in lower level
jobs (jobs that now fall under his supervision} posttively and nega
tvely affect his decistan on how much he should decentralize?

2) Consider the duties of a pitcher on 2 major league baseba!l
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team 1n a game in which he 1s to pitch (1) Ho v should his duties be
stated? {2) Define the nature of his authority (3) Given your answers
to 1 and 2 what s the nature of the pitcher s obligation? (4) How
are his duties authorty and obligation affected by each of the
following his priching coach his manager his teammates and his
opponents?

3) The chief accountant of the Chicago diviston of a mults
division company reports to the general manager of that diviston
Accounting forms regulations and procedures however are de
signed by the corporate controller and must be followed by the
division chief accountant (1) Who s the chref accountants boss?
(2) What 15 the nature of his obligation to the division general
manager? To the corporate controller? (3) How by wise delegation
might potental frictton be avoided? (4) How does this situation
relate to bypassed supervision?

4) A great scholar once ohserved A fundamental pillar of
freedom s the willingness of those who seek it to limit its applica
tion through the acceptance of just authority Do you agree? Dis
cuss in the context of the three inewitable features of delegation

5) To what extent should a manager s authonty be based on
and shift with his competence in any given assignment? Discuss the
implications of your answer on (1) benefits of specialization (2) co
ordination and (3) accountability

6) In what ways would you expect the degree and type of de
centralization that takes place in a conglomerate with sales of
$200 000 000 to difter from the degree and type of decentralization
practiced in an equally large farm equipment producer?

7) A sigmificant difficulty in expanding output of developing
countries 15 a failure of sentor business executives to delegate (de
centralize) What reasons do you think lead to this difficulty? How
might these obstacles be overcome other than by limiting delegation?

8) To what extent may the evaluation of decentralized profit
centers affect therr ability to balance long run and short run com
pany objectives?

Cases

For cases involving issues covered in this chapter see especially
the following Particularly relevant questions are histed after each
case

Trans World Mutual Funds Ltd fp 121) 2 3
General Machinery Corporation (p 130} 2
Scott Davis Corporation (p 227) 3

Dodge Skate Company (p 337) 1



Bolling Laboratortes Inc (p 345} 2 t
Consohdated Instruments—A (p 577) 1
Texas Northern Pipeline Compamy p 665) 2
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Dubin R Human Relatons n Admn traton 3rd ed Engle
wood Chffs NJ Prentce Hall 1ro 1968 Chaps 11-13 Excellent
synthesss of wdeas on power authcr by and status

tearned EP and AT Spreat Orgarza o Theory and Policy
Homewood Wl Richard D Iew n Inc 1966 pp 3859 Lucrd notes
on decentralization dilegaton and related sues

Richards M D and W\ Niclander eas Read ngs n Man
agement 3rd ed Cincinnati South Western Fubhshing Co - 1969
Chap 18 Articles by £ Dic and K Parsons on pract cal problems
of decentrabzing

Schleh EH Manigement by Results New York McGraw Mill
Book Company 1961 Chaps 7-11 Practical advce for effectnve
delegation

Simon HA et al Centralizat on vs Decentraheation in Or
ganzing the Controllers Department New York  Controllersh p
Foundation 1954 Perceptive study of a d fircult function to de
centralize
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THE CONCEPT OF STAFF

In our examinatton of decentralization in the preceding chapter we
faid a basts for discussing the important, though somewhat shppery, con-
cept of staff Use of s!afi 15 a special way of dividing up managenal work,
and the lting hips suppl those created by delegation

Definition of Staff

Staff work is that part of managertal work that an executive assigns
to someone outside the chain of command If an executive want, to re-
hieve himself of some of his administrative burden, he may assign it to a
staff mnstead of delegatng it to subord who would 2lso be
accountable for operations

As we explained in Chapter 3, a manager always reserves some of
the duties of planming, motvating, and controlling when he delegates
operating duties to a line subordinate If he uses staff help he simply
assigns part of this reserved administratton to a third person The third
person 1s cailed a “staff man,” or often merely “staff

The head of a large department or a president may use several staff
men for different phases of his total management task Some staff men




may even have several subordinates of their own who form a staff section
Whatever the number and size of staff sections the aim of staff work
remains the same—to help an executive manage

Examples of Staff

Businessmen acquired the concept of staff from military men who
have been d ping the idea ally for nearly a century The
business world however has not worked out the role of statf so carefully
as the military Practices vary widely from company to company and from
job to job with the result that we find widespread confus on about what
a staff man 1s supposed to do Because there 1s no single pattern a man
ager must design each staff position indiv dually as he does other jobs
deciding what activities he can advantageously ass gn ta each particular
position With three examples we can indicate the range of possibilites

Specialized staff Market research illustrates specialized staff work A
typical market research unit gathers a wide vanety of information about
consumer habits economic trends competitors actions and marketing
practices The umit carefully analyzes this informaton in order 1o give
operating executives advice on marketing problems for example market
researchers can suggest sales potentals to use n setung quotas for
dividual salesmen they can identify locations or types of markets where
sales promation effort 1s most needed or they can provide sales forecasts
an which to base operating budgets In addition a market research un t
can make special studies of demand for new products 1t can test cus
tomer response to changes tn product it can compile data for use in
price setting 1n short a2 market research department provides speciahzed
informatian and judgment about it which executives use princgally in
planning and to a lesser extent in contrall ng company operations Operat
Ing executives do not have time to gather such information themsehes
and they hesitate to ask ther sales force to do the work for several
reasons Specialized skills are required objectivity 1s essential and sales
men should spend their ime getting orders from customers

An industnal engineer is 2 good illustration of a starf man in the
production area Typically he not only gathers infermation but goes further
than the market researcher in prepaning specific plans layout of plant
equipment production methods operatng standards based on time
studies incentive plans systems for production scheduling quahty control
techniques preventive maintenance—these are among the prob'ems an
ndustrial engineer often tackles Solut on of such problems requires con
centrated attention and may involve techmical knowledge a product ont
manager 1s not famihar with

When management asks an industrial engineer to make 2 study 1t
expects him to draw on all ideas that operating people can suggest and
discuss with them the practicability of any tentative plans After a produc
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tion manager has approved the final recommendations, an industnal en-
gineer may be asked to assist 1n putung them into effect He interprets
the approved plans, assists supervisors to adjust to them, explains their
advantages and othenwise helps sell them 1o operators, an