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CHAPTER ¥4 .'/4,7

THE OBJECTIVES OF A BUSINESS

Sl isloo
The fallacy of the si objective—The eight key areas of busi-
ness enterprise—{ Tangibje” and(“intangible” objectives—How

to set objectives—The Tow state of the art and science of measure-
ment—Market standing, Innovation, Productivity and “Contrib-
uted—Value”—The physical and finaiicial resources—How much
Profitability>—A rational capital-investment policy—The remain-

ing key areas.

concerned with the search for the one right objective. This search is
@only likely to. be as unproductive as the quest for the philoso-
her’s stope; it is certain to do harm and to misdirect.

To emphasize only profit, for instance, misdirects managers to
[l nate s+, the point where they;’n_a_al of the business. To
] weetsi~ obtain profit today they tend to_undermine the future. They may
push the most easily saleable product lines and slight those that are m:i:
it the market of tomorrow. They tend to short-change research, pro-
|{‘ motion and the other postponable investments. Above all, they shy
l“ away from any capital expenditure that may increase the invested-
| capital base against which profits are measured; and the result is
o dangerous gbsolescence of equipment. In other words, they are
directed into the worst practices of management.
] To manage a business is to balance a variety of needs and goals.
" This requires judgment. The search for the one objective is essen-
! tially a search for a magic formula that will make judgment un-
[ necessary. But the attempt to replace judgment l)}ﬂ_formula is always

ai A Most of today’s lively discussion of management by objectives is
|




—

K-

THE OBJECTIVES OF A BUSINESS 63

_irrational; all that can be done is to make judgment possible by nar-

rowing its range and the available alternatives, giving it clear focus,

a sound foundation in facts and reliable measurements of the effects

and validity of actions and decisions. And this, by the very nature

of business enterprise, requires multiple objectives.

~ _What should these objectives be, then? There is only ¢n
Objectivgs are needed in every area where performance and resiits
Tectly and vitally affect the survival and prosperity of the business.
‘These aré the areas which are affected by every managément de-
cision and which therefore have ‘to be considered in every manage-
ment decision. They decide what it means concretely to manage the
business. They spell out what results the business must aim at and

~  what is needed to work effectively toward these targets. -

| Objectives lin these key.areas should enable us to ch ﬁm:—l
'@ro organize and explain the whole range of business phenomena in
 a small number of . eneral statements% test these statements_in
actual experience; tgg redict behavior; % a opraise the soundness
of decisions when they are still being madend to enable practic-
ing_businessmen to analyze their own experience and, as a result,
@J_g_lpmle. their performance. It is precisely because the traditional
theorem of the maximization of profits cannot meet any of these

tests—Ilet alone all of them—that it has to be discarded.
At first sight it might seem that different businesses would have
entirely different key areas—so different as to make impossible any
~— general theory. It is indeed true that different key areas require
i different emphasis in different businesses—and different emphasis at
different stages of the development of each business. But the areas
are the same, whatever the business, whatever the economic con-
ditions, whatever the business’s size or stage of growth.

lThgre are gighL_amE‘ in which objectives of performance and
results have to be set:

@Market standing; mno%atlon;®Eroductw1ty;€&hy51cal and financial
resources; lity;* : o t;

@wﬂﬂiﬁr_petﬁoxmance_and_m,amde i ibility,. €S/

. “manager performance and development; “*w rmance
i gpd_aj;t,}tud_e; and public responsibility, oo
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Yet, even if managing were merely the application of economics,
we would have to include these three areas and would have to
demand that objectives be set for them. They belong in the most
purely formal economic theory of the business enterprise. For neglect
of manager performance and development, worker performance and
public responsibility soon results in the most practical and tangible
loss of market standing, te_chnologicai leadership, productivity and
profit—and ultimately in the loss of business life. That they look so
different from anything the economisc—especiallm
nomic analyst—is wont to deal with, that they do not readily submit
to quantification and mathematical-treatment, is the economist’s
¢~ bad luck; but it is no argument against their consideration.

The very reason for which economist and accountant consider
these areas impractical-—that -they deal with principles and values
rather than solely with dollars and cents—makes them central to
the management of the enterprise, as tangible, as practical—and
indeed as measurable—as dollars and cents.

For the enterprise is a community of human beings. Its perform-
ance is the performance of human beings. And a human community
must be founded on common beliefs, must symbolize its cohesion in
common principles. Otherwise it becomes paralyzed, unable to act,
unable to demand and to obtain effort and performance from its
members.

If such considerations ar@ it 1s management’s job to
make them tangible by its deeds. To neglect them 1is to risk not
only business incompetence but labor trouble or at least loss of
worker productivity, and public restrictions on business provoked
by irresponsible business conduct. It also means risking lack-luster,
mediocre, time-serving managers—managers who are being condi-
tioned to “look out for themselves” instead of for the common good
of the enterprise, managers who become mean, narrow and blind
for lack of challenge, leadership and vision.

LHow To Set Objectiveﬂ

The rea dlfﬁculty lies mdee@ in determining what objectives
we need{ but in deciding how to set them.

" There is only one_fruitful WAy to ‘make thls decision: by deter-
mining what shall be measured in each area and what the yardstlck

NG IV, IR T B T — R | - .
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sleep; monopolists have usually :foundered on their own com-
placency rather than on public opposition. For market dominance
creates tremendous internal resistance against any innovation and
thus makes adaptation to change dangerously. difficult. Also it
almost always means that the enterprise has too many of its egge
in one basket and is too vulnerable to economic -fluctuations.
‘There 1s, in other words, an upper as well as a lower margin—
though for most businesses the perils of the former may appear a
good deal more remote.

Io_he_able_lo_seL_mankeLﬂandjng_ob]ecgyes _business must
first find out what_its market is—who the customer is, where he is

ol what he buys, WW&, what his unsatisfied wants
are. On the basis of this study the enterprise must analyze its
products or services according to “lines,” that is, according to the
'wants of the customers they satisfy.

All electric condensers may look the same, be the same technically and
come off the same production line. Market-wise, condensers for new radios
may, however, be an entirely different line from condensers for radio
repair and replacement, and both again quite different from the physically
indistinguishable condensers that go into telephones. Condensers for -
radio repair may even be different lines if customers in the South judge
their value by their resistance to termites, and customers in the Northwest

~ by their resistance to high humidity.

For each line the market has to be déetermined—its actual size and
its potential, its economic and its innovating trends. This must be
done on the basis of ‘a definition of the market that is customer-
oriented and takes in both direct and indirect competition. Only
then can marketing objectives actually be set.

In most businesses @ one(@u seven distinct marketing go &als are
necessary :

. The desired standing of existing products in their present market,
expressed in dollars as well as in percentage of the market measured
agalnst both direct and indirect competition.

. The desired standing of existing products in new markets set both in
dollars and percentage points, and measured against direct and indirect
competition.

8. The existing that should be abandoned—for technological
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reasons, because of market trend, to improve product mix or as a result
of management’s decision concerning what its business should be. _

4- The new products needed in existing markets—the number of
products, their properties, the dollar volume and the market share they
~should ‘gain for themselves.

5. The new markets that new products should develop—in dollars and
in percentage points. ' _ -

6. The distributive organization needed to accomplish- the marketing
‘goals and the pricing policy appropriate to them. -

wﬂﬂiw—obiecﬁle_mﬂamﬁng_hc%(mm should be sup-
plied with what he considers value by the company, its products, its sales
and service organization. : _

7~ At the least the service objective should be in keeping with the targets
set_for competitive market standing. But usually it is not enough to do

as well as the competition in respect to service; far service is the best and
_the easiest way to_build customer loyalty and satisfaction. Service perform-
ance should never be appraised by management guesses or on the basis

of occasional chats the “big boss” has with important customers. It should

be measured by regular, systematic and unbiased questioning of the cus-
tomer. '

In a large company this may have to take the form of an annual
customer survey. The outstanding job here has probably been done
by General Motors; and it explains the company’s success in no
small degree. In the small company the same results can be achieved

€ by a different method. |

In one of the most successful hospitalsupply wholesalers, two of the top
men of the company—president and chairman of the Board—visit between
them two hundred of the company’s six hundred customers every year.
They spend a whole day with each customer. They do not sell—refuse
indeed to take an order. They discuss the customer’s problems and his
needs, and ask for criticism of the company’s products and service. In this
company the annual customer survey is considered the first job of top

management. And the company’s eighteen-fold growth in the last twelve
years is directly attributed to it. o

Innovation

‘There are two kinds of innovation in every business: innovation
in_product.or. service; and inggvation in_the yarious, skills and
mnggded to ..SUBBIY them. Innovation may arise out of the
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needs of market and customer; necessity may be the mother of inno-
vation. Or it may come out of the work on the advancement of skill
and knowledge carried out in the schools and the laboratories, by
researchers, writers, thinkers and practitioners.

The problem in setting innovation objectives is the difficulty of
measuring the relative impact and importance of various innova-
tions. Technological leadership is clearly desirable, especially if
the term “technology” is used in its rightful sense as applying to the
art, craft or science of any organized human activity. But how are
we to determine what weighs more: one hundred minor but im-

—~ mediately applicable improvements in packaging the product, or one
fundamental chemical discovery which, after ten more years of hard
.work, may change the character of the business altogether? A depart-
ment store and a pharmaceutical company will answer this ques-
tion differently; but so may two different pharmaceutical companies.

Innovating objectives can therefore never be as clear and as
sharply fécused as marketing objectives. To set them, management
must first obtain a forecast of the innovations needed to reach
marketing goals—according to product lines, existing markets, new
markets and, usually, also according to service requirements. Secondly,
it must appraise developments arising or likely to arise out of tech-
nological advancement in all areas of the business and in all of its

(activities. These forecasts are best organized in two parts: one look-
ing a short time ahead and projecting fairly concrete developments
which, in effect, only carry out innovations already made; another
looking a long time ahead and aiming at what might be.

Here are the innovation goals for a typical business:

1. New products or services that are needed @

jggtlves'.

2. New products or services that will be needed @M ogical
-changes that may make present products obsolete. -

8. Product improvements needed both to @ttain_market-objectives and
to_anticipate expected technological changes. |

4. New processes and improvements in old processes needed ‘
_market goals—for instance, manufacturing improvements to make possible
the attainment of pricing objectives. -

5- Innovations and improvements in all major areas of activity—in ac-

counting or design, office management or labor relations—
with the advanrae in Lnandodes aw.d nn

n_marketing
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Management must not forget that innovation is a slow process.
Many companies owe their position of leadership today to the
activity of a generation that went to its reward twenty-five years or
so ago. Many companies that are unknown to the public will be
leaders in their industry tomorrow because of their innovations today.
The successful company is always in danger of living smugly off the
accumiulated innovating fat of an earlier generation. An index of
. activity and success in this field is therefore indicated.,

An appraisal of performance during the last ten years serves well for
this purpose. Has innovation in all the major areas been commensurate
with the market standing of the company? If it has not, the company is
living off past achievements and is eating up its innovating capital. Has
the company developed adequate sources of innovation for the future? Or
has it come to depend on work done on the outside—in the universities,
by other businesses, maybe abroad—which may not be adequate to the
demands of the future?

Deliberate emphasis on innovation may be needed most -where
technological changes are least spectacular. Everybody in a phar-
maceutical company or in a company making synthetic organic
chemicals knows that the company’s survival depends on its ability
to replace three quarters of its products by entirely new ones every
ten years. But how many people in an insurance company realize
that the company’s growth—perhaps even its survival-—depends on
the development of new forms of insurance, the modification of
existing forms and the constant search for new, better and cheaper-.
ways of selling policies and of settling claims? The less spectacular
or prominent technological change is in a business, the greater is
the danger that the whole organization will ossify; the more im-
portant therefore is the emphasis on innovation.

It may be argued that such goals are “big-company stuff” suitable
for General Electric or for General Motors, but unnecessary in the
small business. But although the small company may be less in need
of a complete and detailed analysis of its needs and goals, this means
only that it is easier to set innovation objectives in the smaller busi-
ness-—not that the need for objectives is less. In fact, the manage-
ments of several small companies I know assert. that the compara-
tive simplicity of planning for innovation is. one of the main advan-
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CHAPTER 8 \ o f b

TODAY’S DECISIONS
FOR TOMORROW’S RESULTS

Ty

T

Management must always @nticipate the future—Getting around
the business cycle—Findin range of fluctuations—Finding
economic bedrock—Trend analysis—Tomorrow’s managers the
only real safeguard.

/J%ffﬁ F) o L5
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@ AN OBJECTIVE, a goal, a target serves to determine what action to
take today to obtain results tomorrow. It is based on anticipating
/i« ([the future. It requires action to mold the future. It always balances
present means and future results, results in the immediate future
and results.in the more distant future. _
bofanfss This is of particular importance in managing a business. In the
first place, practically every basic management decision is a long-
range decision—with ten years a rather short time-span in these
days. Whether on research. or on building a new plant, on designing
a new marketing organization or a new product, every major
management decision takes years before it is really effective. And
it takes years for it to be productive, that is, to_pay off the invest-
ment of men or money. P o /39'7 ot~
Management has no choice but to anticipate the future, to attempt
to mold it and to balance shortrange and long-range goals. It is
not given to mortals to do either of these well. But lacking ‘divine
guidance, business management must make sure that these difficult
repsonsibilities are not overlooked or neglected but taken care of
as well as is humanly possible. .
| Predictions concerning five, ten or fifteen years ahead are always

Q0
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“guesses.” Still, there is a difference between an “educategi guess”
‘ a “hunch,” hetween a guess that is based upon a rational
appraisal of the range of possibiliues@ a guess that is simply a

, ' gamble. . :

‘ Eéettjng arou;g the Business Cycl‘é’
\ e e ——

Any business exists as a part of a larger economic context; a con- o grrrad
~cern with “general business conditions” isamiandatoty to any plan 1?( Paur
for the future. However, what management needs is not the “busi-
ness forecast” in the usual sense, that is, M that attempts to
Jead tomorrow’s weather and to predict what business conditions
ill be like three, five or ten years ahead.What management needs |
are tools that enable it to free its thinking and planning from.
dependen the business cycle. | ,

At first sight this may look like a_paradox. Certainly the business
cycle is an important factor; whether a decision will be carried out
in a period of boom or in a period of depression may make all the
difference in its validity and success. The standard advice of the

.economists to make capital investments at the trough of the de-
pression and to_égfra@ from expansion and new investments at the

peak of a boom seems to be nothing but the most elementary com- :
mon sense, raftain = sTop doing | /@?ag%‘ Talle
Actually it is no more useful and no mor than ‘the adﬁ:;z
to buy cheap and sell dear. It is good advice; but how is it to be
followed? Who knows in what stage of the cycle we are? The batting
average of the economists has not been impressive—and the fore-
casting success of businessmen has not been much more so. (Remem-
ber the all but general prediction back in 1944 or 1945 of a major
postwar slump?) Even if it were sound, to play the business cycle
- would be unusable advice. ; ' ‘ .
“If people could act according to this advice, we would not have
boom and depression to begin with. We have extreme fluctuations
{ only because it is psychologically impossible to follow such advice.
In a boom almost everybody is convinced that this time even the
sky will not be the limit. At the bottom of a depression everybody
is equally convinced that this time there will be no recovery but
that we will keep on going down or stay at the bottom forever. As
long as businessmen focus their thinking on the business cycle they
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will be dominated by the business-cycle psychology. They will there-

fore make the wrong decision no matter how good their intentions
and how good the economists’ analytical ability.

Qo0 THE PRACTICE OF MANAGEMENT

real “cycle.” There are ups and downs, no doubt; but do they

have any (periodicity, any inher redictability? The greatest
of modern economists, the late Joseph’rﬂ? dg?hqﬁmpeter,- labored
mightily for twenty-five years to find the “cycle.” But at best, his
“business cycle” is the result of so many different cyclical movements
that it can only be analyzed @efy——cz 'And a business-cycle

analysis that only tells where the ¢ycle has been but not where it
will go, is of little use in managing a business.

Moreover, economists doubt more and more whether there is a)

Finially, the business cycle is-tao short a period for a good many
business decisions—and for th  10st important ones. A plant ex-
pansion program in heavy indv  , for instance, cannot be founded
on-a forecast for the next four  five or six years. It is a fifteen- or
twenty-year program. And the me is true of a basic change in
product or marketing organizi n, of a decision to build a new
store or to develop a new typ { insurance policy.

What business needs therefo  are tools which will enable it to
make decisions without having  try to guess in what stage of the
cycle the economy finds itself. "i'hese tools must enable business to
plan and develop for more than the next three or even the next
seven years, regardless of the economic fluctuations to-be expected

over the cyclical period.
We have today'three such tools) In managing a business all three
are useful.

In_the first place, we can assume that there will always be fluctua.
tions, without attempting to guess what stage of the cycle the econ-
omy is currently passing through. We can, in other words, free
decisions from cyclical guesswork by testing the business decision
against the worst possible and the sharpest possible setback that
past experience could lead us to expect.?

This method does not indicate whether a decision is right or

! For most American manufacturing industries this was not the “Great Depres-
sion™ of 1929-g2, but the much shorter “recession” of 1937-38. The rate of decline
during the eight months of that depression was the sharpest ever witnessed in
an industrial country other than the collapse following total defeat in war
such s that of Germany or Japan. '
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not. It indicates, however, the extremes of cyclical risk involved.
It is therefore the most important forecasting tool in the determina-

. tion of the minimum necessa rofit.

q @_mm:nrmﬁfﬁ%ﬁ%ﬁ)ﬁndle but also more produc-
" tive=—consists of basing a decision on events whig_lg\ are likely to have
heavy impact upon future economic conditio@t which have aj-
ready happened. Instead of forecasting the future, this method

focuses on past events—events whichRowever, have not yet ex-

pressed themselves economically. Instead of attempting to guess
/ﬁedrocg’

economic conditions, this method tries to find the > under-
" ~Ss—== '

lying economic conditions. N o

We have mentioned before the case of the company which decided
during World War 1I to turn to the production of fuse boxes and switch
boxes-after the war. This decision was based on such an analysis of the

underlying the economy, namely, the pattern of family forma-
‘tion and population structure that had emerged in the United States
between 1937 and 1943. |

By 1943 it had become clear that something fundamental was happen-
ing to population trends. Even if the population statisticians had turned
out to be right in their forecast that the high birthrate was a wartime
phenomenon and would come to an end with the conclusion of the war
(one of the most groundless, if not frivolous, forecasts ever made), it would
not have altered the fact that from a low point in 1937 the rate of family
formation had risen to where it was significantly above the rate of the
depression years. These new families would need houses, even if the rate
of family formation and the birthrate were to decline again after the
end-of the war. In addition, there had been almost twenty years of stagna-
tion in residential building, so that there was a tremendous pent-up de-
mand for houses. From this it could be concluded that there would be
substantial residential building activity in the postwar period. The only
thing that could have prevented it would have been America’s losing
the war,

If the postwar period had brought a sizable depression, this housing
activity would have been a government project. In fact, population trends
and the housing situation indicated that housing would have to be the
major depression-fighting tool of governmental policy. If the postwar
-period were to be a boom period, as it turned out to be, there should be
substantial private housing activity. In other words, housing would be at
a high level in depression as well as in boom. (In fact, building would
probably have been on a higher level than the one we actually experienced
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in the postwar period, had the much-heralded postwar depression actually
come to pass.)

It was on the basis of this analysis of a development that had already
happened and that could be expected to shape the economy regardless of
business conditions, that the company’s management decided to move into
its new business. Management could justifiably claim that, even though
it planned longrange, no forecast regarding the future was actually in-
volved.

Of course, population structure is only one of th&{%edroc}:] factor.

In the period immediately following World War IT it was probably
a dominant factor in the American economy. In other times, how-
ever, it might well be secondary, if not ifrelevany.

g2 THE PRACTICE OF MANAGEMENT

However, the basic method used is universally applicable: to
find events that have alreadz occurred, events that lie outside o
economic conditions, but in turn shape those conditions, thus basin
£conomic conditi

a decision for the future on events that haye.al already happened.
But though the best tool we have, ’-- is is far from
perfect. Exactly the same bedrock analysis—of population trends gy

with the same conclusion for a postwar housing boom could have
been made in 1944 for France. The analysis would have been right; *
but the French housing boom never occurred. Of course, the
reasons may be totally outside of the economic system proper. Per-
haps they are to be found in strangulation by rent controls and
by a vicious tax system. The boom may only be delayed and may
still be “Just around the corner.” And the lack of any appreciable
postwar residential building in France may be a major cause of the
French political and economic_sickness, and therefore should not
have been allowed to happen. This would have been cold comfort
to the businessman, however. In France the decision to go into fuse
boxes and switch boxes, though based on rational premises, would
still have been the wrong decision.

In other words, one cannot say that anything will (“inevitably”
happen in the future. Even if the inevitable does happen, one does
not know when. Bedrock analysis should therefore never be used
alone. It should always be tested by ird and final method of
limiting the risks of making prediction?’Trend analysis—the most
widely used of the three tools in this country today. Where bedrock
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analysis tries to find the “why” of future events, trend analysis asks
“how likely” and “how fast.” '

‘Irend analysis rests on the assumption that economic phenomena
—say, the use of electric power by a residential customer or the
amount of life insurance per dollar of family income—have a long-
term trend that does not change quickly or capriciously. The trend
may be confused by cyclical fluctuations; but over the long run it

- will reassert itself. To express it in the terms of the statistician: the

“trend line” will tend to be a “true curve” over a ten., fifteen- or
twenty-year period.
~ Trend analysis thus tries to find the specific trends that pertam

~ to the company’s business. It then projects them in such a form that

decisions can be taken for the long term without too much atten-
tion to the business cycle.

As a check of the results of bedrock analysis, trend analysis is in-
valuable. But it, too, should never be used by itself lest it become
blind reliance on the past or on a rather mythical “law of social
inertia.” In fact, though quite different in techniques, the two
analyses are really the two jaws of the same vise with which we

- attempt to arrest fleeting time long enough to get a good look at it.

Despite their shortcomings, the three methods sketched here, if
used consistently; skillfully and with full realization of their limita-
tions, should go a long way toward converting management deci-
sions from “hunch” into “educated guess.” At least they will enable
management to know on what expectations it founds its objectives,
whether the expectations are reasonable, and when to review an
objective because the expected has not happened or has happened
when not éxgected.

Tomorrow’s Managers the Only Real Sd epu

=~ But even with these improved methods, decisions concerning the
uture will always remain anticipations; and the édgs)wﬂl always be

against their being right. Any management decision must therefore

contain provision for change, adaptation and & 3. Management
must with every decision make provision for 01 128 the future as

far as possible toward the predicted shape of things to.come. Other-
wise, despite all technical brilliance in forecasting, management

W!’e/
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decisions will be merely wishful thinking—as all decisions based
on long-range prediction alone inevitably are. _, . o otof

[~ Concretely this means that Today s Iamagers-rmrest-systermatically |

provide for tomorrow’s managers. Tomorrow’s managers alone can
adapt today’s decision to tomorrow’s conditions, can convert the
“educated guess” into solid achievement. They alone can to-

P,

morrow’s conditions to-conform to the decisions made today. 1

94 THE PRACTICE OF MANAGEMENT

In our discussions of manager development we tend to stress that
provision must be made for managers capable of making the deci-
sions of tomorrow. This is true; but systematic manager develop-
ment is first needed for the sake of the decisions made today. It
must, above all, provide for men who know and understand these
decisions and the thinking behind them; so that they can act intel-

ligently when'the decisions of today will have become the headaches
of tomorrow,

In the last analysis, therefore, managing a business always comes
back to the human element—no matter how sound the business

economics, how careful the analysis, how good the tools.
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THE PRINCIPLES OF PRODUCTION
sl

Ability to produce always a determining and a limiting factor—
Production is not the application of tools to materials but the
.application of logic to work—Each system of production has its
own logic and makes its own demands on business and manage-
ment—The three systems of production—Is mass production “new
style” a fourth?—Unique-product production—Mass produstion,
“old style” and “new style’ —P@cuon—What manage-
ment should demand of its production people—What production
systerns demand of management—"Automation”; revolution or

gradual change?—Understandmg the principles of production
required of every manager in the decades ahead.

/W wm«‘w

MANUFACTURING management, as the term is commonly understo
is not the concern of this book any more than the management o
selling, finance; engineering or insurance- -company investments. But
E@@m@must be a serious concern of top man-
.agement in any business that produces or distributes physical goods.
For in every such business the ability to attain performance goals
depends on the ability of production to supply the goods in the
required volume, at the required price, at the required quali itk
at the required time or with the required flexibilityfIn any manu -
facturing enterprise, ability to produce physically has to bentm Lo
into account when setting business objectives. Management’s job is “f s
always to push back the limitations set by the hard reality of phys-
ical production facts. It must so manage its business as to convert /
these physical limitations into opportunities.

‘There is, of course, nothing new in this. But traditionally manage-

Fal
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ment reacts to the physical limitations of production by putting
pressure on its manufacturing function: there are few areas in which
“management by drives” is as common. And production people
themselves see the answer in a number of techniques and tools,

ing from machine design to industrial engineering, )
' Nexther however, 15 the key. To push back the physical limita-
tions or to convert them into opportunities requires(first that man-
agement understand what system of production its operations re-

quire and what the principles of th m are; and(second that
it apply these principles consistently and thoraughly. Production is

not the application of tools to materials. It is the application of
{togic_to wo¥k. The more clearly, the more consistently, the more
rationally the right logic is applied, the less of a limitation and the
more of an opportunity production becomes. )
iEach systemiof production makes its own demands on the manage-
ment of the business—in all areas and on all levels. Each requires
different competence, skill and performance. One set of demands is
not necessarily “higher” than another, any more than non-Euclidian
geometry is higher than Euclidian geometry. But each is different.
And unless management understands the demands of its system of
production, it will not manage well. | |
"This 1s particularly important today- when many busmesses are |
movmg from one system of production into another. If this move

is considered a mere matter of machines, techniques and gadgets,
{ the business will inevitably reap only the difficulties of the new

system. To reap its benefits management must realize that the new
system involves new principles, and must understand what these

\arg. — ’
The Three Systems of Production ]\

Ther are Lt_lgree basic systema of 1 fsj\nal product1on kngw% to

us so fariyunique-product productionfniass production] and
_production ] We may perhaps count four systems; for mass produc-
tion “old style,” that is, the productlon of uniform products, is
different from mass production new style,” which manufactures
uniform parts but assembles them into diversified products.
‘Each of these systems has its own basic principles; and each makes
specific demands on management.
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There are two general rules for advancing production perform-
ance and pushing back limitations: 1) The limitations of production
are pushed back further and faster, the more consistently and thor-
oughly the principles pertaining to the system in use are applied.

2) The systems themselves represent a distinct order of advance,

with unique-product production the least advancedw

“over physical limitations. This does not mean that opportunities
for advance lie everywhere in moving from the unique-product
‘system to the process-production system. Each system has its specific
applications, requirements and limitations. But it does mean that
we advance to the extent to which we can organize parts of produc-
tion on the principles of a more advanced system and learn, at the
same time, how to harmonize the two systems within the business.

There are also two general rules concerning the demands on
management competence made by each system.

1) The systems differ not just in the difficulty of their demands,
but in the variety of competence and the order of performance.
Management, in moving from one system to another, has to learn

how to do new things rather than learn to do the old things better.,
| 2) The more we succeed in applying consistently the principles
of each system, the easier it becomes for management to satisfy its
demands. .

Each management has to meet the demands of the system it ought
to have according to the nature of its product and production,
rather than those of the system it actually has. Being unable or
unwilling to apply what would be the most appropriate system only
results in lack of performance; it does not result in lower demands
on management. Indeed, it inevitably increases the difficulties of
managing the business.

One case in point is basic steel making, which has—in the “batch
Pprocess”—primarily a unique-product system. There is probably no industry
that has worked harder or more successfully on perfecting a unique-
product system. Yet, the problems the managements of basicsteel com-
panies face are all process-production problems: high fixed capital re-
quirements and the need for continuous production resulting together in
high break-even points, the need for a high and constant level of busi-
ness, the need to make basic investment decisions for a long time ahead,

jon_the most advanced{ They represent dilferent stages of control !
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etc. At the same time the basic-steel industry enjoys few of the benefits of
process production. '

It is, in summary, of major importance in managing a business
to know which system applies; to carry its principles through as
far as possible; to find out which.parts of production can be or-
ganized in a more advanced system and to organize them accord-
ingly; to know what demands each system makes on management.

And where, as in the basic-steel industry, historical and technolog-
ical obstacles have barred the organization of production in the
appropriate system, it is a major challenge to management to work
systematically on overcoming these obstacles. Indeed, emphasis in
such a situation should not be given to working a little more ef-
fectively what is basically the wrong system. I am convinced that
a great deal of the tremendous technological effort in the steel
industry has been misdirected. Focused on improving the traditional
process, it will turn out to have been wasted when steel making
will finally become process production—which is in all probability
- not too far off any more. A business using the wrong system has to
satisfy all the demands that the appropriate and more advanced
system would make on management. Yet, it does not have the where-
withal to pay for them, for this can come only out of the increased
ability to produce which the more advanced system provides.

Unique-Product Production j

What, then, concretely are these three systems of production and
their principles? - |

In the first, the production of a unique product, each product is
self-contained. Of course, strictly speaking, there is no such thing as
manufacturing unique products—they are produced only by the
artist. But building a battleship, a big turbine or a skyscraper comes
close to turning out a unique product. So does the building of a
house, and in most cases ‘ in a job shop.

Under this system the basic principle is organization into homoge-
neous stages. In the building of the traditional one-family house—
one of the simplest examples of unique-product production—we
can (?mtm,gmsh Eour such stages\_, digging the foundation and
pouring concrete for the foundation walls the basement floor.
, Butting up the frame and the roof@, installing plumb-
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investment to be disbanded; it can normally only be created
within the company and with years of effort. It is neither accident
nor philanthropy that the oil companies—typical process businesses
—have tried so hard to keep employment steady even in bad depres-
sion years.

Under Automation there are few “workers.” As said before,
Automation will not (in the traditional sense of the word) cut down
the total number of people employed—just as mass production did
not do so. What we can see so far in the process industries shows
clearly that the total work force does not shrink. On the contrary,
it tends to expand. But Automation requires totally different workers
who are actually much closer to the professional and technical
specialist than to today’s production worker. This creates a problem
“of managing people that is quite different from any “personal man-
agement problem” businessmen are normally familiar with.

Automation—Revolution or Gradual 'Change?. oc;avé;t
olwe A

A i RIISR o of wesping changes i’ moromy o
o ping changes in technology or
business organization. After all, today, two hundred years since the
first Industriai Revolution, there still flourishes in our midst the
Mﬁ%w York _garment industry, a large industrty organized on the
_ “putting-out” system which, the textbooks tell us, had become
127 bbsolete by 1750. It would not be difficult to find other examples of
Q{fm uch living ancestors who are blissfully (indeed profitably) un-
% awarée that they died a long time ago.
%%ﬁ- Certainly the ohstacles to the Automation revolution are great—
=2#-above all, the lack of men properly trained in the new concepts and
% .skills. Also it has been estimated that only one tenth of America’s
;- industries could readily benefit from Automation at the present state
=i~ of its technology. Even a real “Automation revolution” would be
j# a gradual and highly uneven process.
Still revolutions do happen. And in the American economy there
‘will be one powerful force pushing toward an Automation revolution
'in the next decade: the shortage of workers. As a result mainly of
the lean birth years of the thirties, our labor force will increase only
11 per cent until 1965. Yet, our total population will go up much
‘faster, even if present record birth rates should not be maintained.
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To reach minimum growth objectives indicated - by population
figures, technological progress and economic trends would require,
In many companies, a doubling of the labor force were production
‘to continue on the present system. o
Even without a revolution, the most significant, the most pro-
mising and the most continuous opportunity to improve the per-
formance of business enterprise will not lie, for decades to come, in
new. machines or new processes. It will lie first in the consistent
application of the new mass-production principle and secondly in
the application of the principles of Automation. The techniques
and tools of production management will continue to be a specialized
subject with which only production people need to be familiar.
But every manager will have to acquire an understanding of the
principles of production—above all, an understanding that efficient
production is a matter of principles rather than of machines or
e ful _gadgets. For without it he will not, in the decades ahead, adequately

M 2 discharge his job.
o
\ /ee'fkrf"’- ‘L;-/)j v
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Managers the basic resources of a business, the scarcesy, the most
a expensive and most petishable—Henry Ford's attempt to do with-
out managers—The h€ar-collapse of the Ford Motor Company—
3 Rebuilding Ford management—What it means to manage man-

% agers—Management not by The six requirements

of managing managers. ‘
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‘Tue fundamental problems of order, structure, motivation and
=i leadership in the business enterprise have to be solved in the

]
wl

- managing ofm Managers are the basic resource of the @
‘business enterprise and its careest; In a fully automatic factory there
‘may be almost no rank-and-file employees at all. But there will be

“managers—in fact, there will be many times the number of man-

gers there are in the factory of today. '
.+ Managers are the most expensive resource in most businesses—and

"”i{f’!::l}eone tham preciates) the and needs the most constant

It takes years to build a management team; but it

“can be destroyed in a short period of misrule. The number of man-
"'-"'-': . L) .

;fg"gers as well as the capital investment each manager represents are
ity

%

2 bound to increase steadily—as they have increased in the past half

Pt

téntury. with this will go an increase in the demands of
%ﬁe enterprise on the ability of its managers. These demands have
dbubled in every generation; there is no reason to expect a slowing
itdown of the trend during the next decades.

ysi-How well managers are managed determines whether business
#igoals will be reached. It also largely determines how well the
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enterprise manages worker and work. € worker’s atutude re-

flects, above all, the attitude of his management. It directly mirrors
management’s competence and structure. The worker’s effectiveness
is determined largely by the way he himself is managed. That “per-
sonnel management” confines itself by and large today to the rank- .
and-file employee and all but excludes managers from its
can be explained historically. But it is nonetheless a serious mistake,
The common practice expressed recently by a large company  in
setting up a Department of Human Relations—“The Department
@E;a&f}yﬂl of course tself to the relations between the company
and employees earmng less than $5,000 a year’—almost_guarantees
An advance the failure of the new department and of its efforts.
Managing managers is the central concern of every manager.
During the last ten or fifteen %earg Américan managers have sub-
jected themselves to a steady o Mﬁﬁm, speeches and
@g_qgg'ams in which they tell each other that their job is to manage
% za the people under them, urge each other to give top priority to that
rg,gonsxblllty and furnish each other with gqﬁi%ﬁs advice a e
”‘% expensive m for “downward communications.” But I have{yet) .
to sit down with a manager, whatever his level or job, who was fiof)
primarily concerned with his upward relations and upward com-
munications. Every president I know, be the company large or small,
worries more about his relations with his Board of Directors than
with his vice-presidents. Every vice-president feels that relations
with the president are the real problem. And so on down to the
first-line supervisor, the production foreman or chief clerk, who is
qulte certain that he could get along with his men if only the
“boss” and the personnel department left him alone.

This is not, as personnel people seem 1nc11ned to think, a s1gn of
A77 the perversity of human nature roperly a

){,._/

not expected to take this respon31b1hty is not a manager. And a
manager who does not take it as his first responsibility is a poor
manager, if not untrue to his duty. . -

‘These problems of upward relations that worry the manager—
the relationship to his own boss; his doubts as to what is expected

of -him; his difficulty in getting his point across, his program ac-
(N YLl o oA skl i . M. o - i
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cepted, his activity given full weight;” the relations with other de-,

tfm,_mgﬂlund,with,s.taﬁ_pgople, and so forth—u—aj'e all problems of

managing managers, ,

~The starting point of the discussion of the human organization
of the enterprise cannot therefore be the rank-and-file employees
and their work, no matter how numerous they are; it must be

managin managers.

- \Henry Ford’s Attempt To Do Without Manag\ers:l

The basic challenges as well as the basic concepts in managing
managers are again best illustrated by an example. And the best

- example is the story of the Ford Motor Company.t

There is no more dramatic stohat of the fall of Ford from
unparalleled success to near-collapse in fifteen short years—unless it
is the equally swift and dramatic revival of the company in the last
ten years. |

In the early twenties(Ford’s share |of the automobile market had
climbed toftwo thirds! Fifteen years later, by the time World War JI
started, Ford’s market share .had fallen t. The Ford
Motor Company, being privately owned, publishes no financial

figures. But it is widely (though probably mistakenly) believed in
the automobile industry that the company did not make a profit

in any one of these fifteen years.
How close the company had come to ruin was shown by the near-

| panic in the automobile industry when Edsel Ford, Henry Ford’s

only son, suddenly died during World War II For almost twenty
years everybody in the industry had been saying: “The old man can’t
last much longer; wait till Edsel takes over.” ‘That he died while the
old 'man was still alive forced the industry to face the reality of the
‘Ford situation. And the reality was such that the  survival of the
company seemed improbable—some people said dmpossible.

The best indication of the seriousnéss with which these chances
of survival were viewed was a scheme proposed in responsible circles

: during those days in Detroit. The U. S. Government, it was said,

should lend enough money to Studebaker—the fourth largest auto-

* The history of the Ford Motor Company is still to be written, Allan Nevins'
Ford. (New York: Scribnier’s, 1g54), though definitive, carries the story only to

bear the responsibility,

th
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as a personal delegate of the owner has been replaced by the con-
‘cept of the manager whose authority is grounded in the objective
responsibility of the job. Arbitrary orders have been replaced by per-
formance standards based on objectives and measurements.

The greatest change perhaps—certainly the most visible—is in
organization structure. _

The old Ford Motor Company was rigidly centralized. Not only
was all power and decision in the hands of old Henry Ford; but

~“there was only one set of figures for the whole, complex operation.

The Ford Motor Company owns its own steel mill, for instance. With a .

capacity of 1.5 million tons a year, it is one of the country’s largest. Yet it
was an open secret in Detroit that the cost figures of the steel mill dis-
appeared in the over-all cost figures for the company. 'The mill superin-
tendent for instance, did not know what price the company paid for the
coal he used. Purchase contracts under the old regime were usually
“top secret.” '

By contrast Ford today is decentralized into fifteen autonomous
divisions, each with its own complete management fully responsible
for the performance and results of its business and with full author
ity to make all decisions to attain these results. The steel mill, in-
cidentally, is among these divisions, along with major automobile-
producing divisions like Ford and Mercury-Lincoln, parts and
equipment divisions .and one division in charge of international
and export business, _ | |

(ﬂ?nry Ford E did not, of course, invent his concepts of man-
agement and organization, He took most of them—along with his

top managers—from his big competitor, General Motors. They are
- the concepts on which General Motors wmhich under-
lay General Motors’ rise to the position of largest manufacturing
enterprise in the country. But Henry Ford II s unique in that he
started our with a complete set of principles rather than develop
them imperceptibly @MHE experience is therefore
of particular significance as a test of these concepts. Here was a
company that seemed headed for almost certain decay, if not ruin, a

- 2For full description of General Motors’ management concepts and practice
see my book The Concept of the Corporation (New York, John Day, 1946).
This book presents the results of a two-year analysis undertaken at the request
of General Motors’ top management.
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company without any management, demoralized and leaderless
Ten years later, Ford’s share of the market is climbing steadily. It
has joined battle with General Motors’ Chevrolet car for first place
in the automobile market. From being moribund it has become
a major growth company. And thg miracle—for miracle it is—has
-been brought about by a complete change in the principles of the

_management of managers. _ s oroacy &
‘ dlegatzon — yinis A :

5 (wsler .
L_W,hat It Means to Manage Managers_J kebpars, MW;Z;:(
The Ford story enables us to say dogmatically that the enterprise

cannot do without managers. One cannot argue that management
does the owner’s job by delegation. Management is needed not only
because.the job is too big for any one man to do himself, but because
@gggg an_enterprise is something essentlallv different from run __-@

mng one’s own Proper ty.

The older Ford ran his company quite consciously as a single
proprietorship. His experience proves that, whatever the legal rules,
the modern business enterprise cannot be run this way. The
resources entrusted to it can produce wealth only if they are main-
taine@ the life-span of one man. The enterprise must there-
fore be capable of perpetuating itself; and to do this it must have
managers. The complexity of the task is such, even in a small busi-
ness, that it cannot be discharged by one man working with helpers
and assistants. It requires an organized and integrated team, each
member of which does his own managerial job.

_It is therefore the definition of m@@%w
_requires a management—that is, an organ which rules and runs
the enterprise. The functions and duties of this organ are deter-
mined by only one thing: the objective needs of the enterprise.
Owners may legally be the “employers” of management; they may
even be omnipotent in a given situation. But the nature, functions
and responsibilities of management are always determined by the
task rather than by delegation, Aelewrn . asssTanf

It is true that in its genetic origin management grows out of the
delegation to assistants of those tasks which the owner of a small but
growing business can no longer discharge himself. But while growth
in size, that is_quantitative change, makes management necessary
the change itself is qualitative in its effects. Once there is a business
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enterprise, management’s function is no longer definable in terms

of delegation by the owners. Management has a function because &)

of the objective requirements of the enterprise. To deny or to slight

this function is to ruin the enterprise. ‘ |
Management is not an end in itself. It is an organ of the business

enterprise. And it consists of individuals. The first requirement in

inanaging ma?lcagptimjbs' therefore that the vision .of the individual

~managers be directed oward the goals of the business, and that their
wills and efforts be bent toward reaching these goals. The first
requirement in managing managers is management by objectives
and self-control. | |
But the individual manager must also be able to make the needed
efforts and produce the required results. His job must be set up so as @
to allowsmaximum performance. The second requirement of manag-
ing managers is therefor Mruc‘tum of the manager’s job.
Though managers are individuals, they have to work together in
a team, and such an organized group always has a distinct character.
Though made by individuals, their vision, their practices, their
attitudes, and behavior, this character is a common character. It
survives long after the men are gone who originally created it. It
molds the behavior and attitudes of newcomers. It decides largely
who will succeed in the organization. It determines whether the
organization will recognize and reward excellence or scuttle into
the shallow harbor of placid mediocrity. Indeed, it controls whether
men will grow or become stunted, whether they will stand straight

and erect or become crooked and misshapen.- A mean_spirit in_the

organization—will produce mean managers, a_great spirit great

managers. A marequirement in managing managers is therefore
the creation of the-vight spirit in the organizati

A business enterprise must have a government. In fact it needs
~both an organ of overall leadership and final decision, and an
‘organ of overall review and appraisal. It need¥béth a chief executive

~.and. a board of directors. . .

. The business enterprise myst make provision for its own survival
- -and growth. It must make E;%Wrow’wnagers. .
An organized group needs a structuré'.T&rriving at_“ﬁ%%nd structural

. principles of management organization is therefore the final nieces-
sity in managing managers.
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CHAPTER 11

MANAGEMENT BY OBJECTIVES
- AND SELF-CONTROL

The forces of Workmanship: a necessity and a
danger—Misdirection” by the boss—What should the objectives
be?—Management by “drives"—How should managers’ objec-
tives be set and by whom?—Self-control through measurements
—The proper use of reports and procedures—A philosophy of
* management, :

it

3 ;!ANY business enterprise must build £ true tehm and §eld individual

ki |

. efforts into a Each member of the enterprise con-

& tributes something different, but they must all contribute toward

" a_common goal. Their efforts must all pull in the same direction,

. Business performance therefore requires that each job be directed.
%, toward the objectives of thecwhole business. And in particular each

i Cd’nuz,)[[ B

f manager’s job must be focused on the success of the(wholg. The (z‘a L

: performance that is expected of the manager must be@ from
i the performance goals of the business, his results must be measured

VL.
Tf\ a_¢ 2o~

&5 manager must(know and u stand what the business goals demand
¢ of him in terms of performance, and his superior must know what
.. contribution to demand and expect of him—and must judge him
W accordingly. If these requirements are not met, managers are mis-
~directed. Their efforts are wasted. Instead of team work, there is
¢ friction, frustration and conflict.
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122 THE PRACTICE OF MANAGEMENT /
Management by objectives requires major effort and special instru-

ments. For in the busi rise managers are not automatically
directed toward a(common goal. On the contrary, business, by its
very nature, contai e powerful factors ofmisdifectiong‘m_,t__lm .,_
specialized-work of most manager§7in the hierarchical structure of
management; and”in_the differences in vision and work and the
resultant insulation of various levels of management.

A favorite story at management meetings is that of the three
stonecutters who were asked what they were doing. The first replied:
“I am making a living.” The second kept on hammering while he
said: “I am doing the best job of stonecutting in the entire county.”
The third one looked up with a visionary gleam in his eyes and said:

“I am building aathedral.” mesin edun.l

The third man is, of course, the true “manager.” The first man

knows what he wants to get out of the work and manages to do so.
He is likely to give a “fair day’s work for a fair day’s pay.” But
he is not a manager and will never be one. g

It is the second man who is a@m@. Workmanship is essential;
without it no work can flourish;irfact, an organization demoralizes
if it does not demand of its members the most scrupulous work-
manship they are capable of. But there is always a danger that the
true workman, the true professional, will believe that he 1s accom-
plishing something when in effect he is just polishing stones or
collecting footnotes. Workmanship must be encouraged in the busi-
ness enterprise. But it must always be related to the needs of the
whole. '

The majority of managers in any business enterprise are, like
the second man, concerned with specialized work. True, the number
of functional managers should always be kept at a minimum, and
there should be the largest possible number of “general” managers
who manage an integrated business and are directly responsible for
its performance and results. Even with the utmost application of this

“principle the great bulk of managers will remain in functional jobs,
however. This is particularly true of the younger people.

A man’s habits as a manager, his vision and his values, therefore,
will as a rule be formed while he does functional and specialized
work. And it is essential that the functional specialist develop
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high standards of workmanship, that he strive to be “the best
stonecutter in the county.” For work without high. standards is
dishonest. It corrupts the man himself. It corrupts those under him.
Emphasis on, and drive for, workmanship produces innovations and (% -y verg.
advances in every area of management. That managers @ t0) faid A
do “professional personnel management,” to run “the most up-to-| achdire
date plant,” to do “truly scientific market research,” to “put in the Spf“
~most modern accounting system,” or to do “perfect engineering” At
must be encouraged. | _ %

But this striving for professional workmanship in functional and
specialized work is also a danger. It tends to direct a man’s vision and
efforts the goals of the business. The functional work
becomes an end in itself. In far too many instances the functional
manager no longer measures his performance by its contribution
to the enterprise, but only by his own professional criteria of work-
manship. He tends to appraise his subordinates by their craftsman-
ship, to reward and to promote them accordingly. He resents de-
mands made on him for the sake of business performance as
interference with "gooé) engineering,” “smooth production,” or
“hard-hitting selling.” The functional manager's legitimate desire :
for workmanship becomes, unless counterbalanced, a centrifugal
force which tears the enterprise apart and converts it into a loose
confederation of functional empires, each conicerned only with its
own craft, each jealously guarding its own “secrets,” each bent on
enlarging its own domain rather than on building the business.

This danger will be greatly intensified by the technological
changes now under way. The riumber of highly educated specialists
working in the -business enterprise is bound to increase tremen-
dously. And so will the level of workmanship demanded of these
specialists. The tendency to make the craft or function an end in
itself will therefore be even more marked than it is today. But at
the same time the new technology will demand much closer co-
ordination between specialists. And it will demand that functional
men even at the Jowest management level see the business as a whole |
and understand what it requires of them. The new technology will
need both the drive for excellence in workmanship and the con-
sistent direction of managers at all levels toward the common goal.
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LM isdirection by the Bossl W FS

"The hierarchical structure of management@%ﬁavate;{ﬁzgiianger.
What the “boss” does and says, his most casual remarks, his habits,
even his mannerisms, tend to appear to his @So'r@ as cal-
culated, planned and meaningful. C_Pasts poer—

“All you ever hear around the place is human-relations talk; but g

. when the boss calls you on the carpet it is always because the
burden figure is-too high; and when it comes to promoting a guy,
the plums always go to those who do the best job filling out
accounting-department forms.” This is one of the most common
tunes, sung with infinite variations on every level of management.
It leads to poor performance—even in cutting the burden figure.
It also expresses loss of confidence in, and absence of respect for,
the company and its management.

Yet the manager who so misdirects his subordmates does not
intend to do.so. He genuinely considers human relations to be the
most important task of his plant managers. But he talks about the
burden figure because he feels that he has to establish himself with
his men as a “practical man,” or because he thinks that he shows
famlhanty with their problems by talking their “‘shop.” He stresses
the accounting-department forms only because they annoy him as
much as they do his men-—or he may just not want to have any
more trouble with the comptroller than he can help. But to his
subordinates these reasons are hidden; all they see and hear is the
question about the burden figure, the emphasis on forms.

The solution to this problem requires a structure of management
whlch focuses both the manager’s and his boss’s eves on what the
@—W&-To stress behavior and atti-
tudes—as does a good deal of current management literature—can-
not solve the problem. It is likely instead to aggravate it by making
managers self-conscious in. their relationships. Indeed, everyone
familiar with business today has seen situations in which a manager’s
attempt to avoid misdirection through changing his behavior has
converted a fairly satisfactory relationship into a nightmare of em-
barrassment and misunderstanding. The manager himself has be-
come so self-conscious as to lose all easy relationship with his men.
And the men in turn react with: “So help us, the old man has
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XA

O F— L LB & ETORME, F—L20RERE LT, (an executive team) (F-
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CHAPTER 12

MANAGERS MUST MANAGE

What is a manager’s iob?——Iidual tasks and feam tasks—The
span of managerial responsibility—The manager’s authority—The

‘manager and his giperiop. fgloan poeilisn

—> J/rv]gp P

[What Is a Manager's ]ob?? |

A manager’s job should be based on a task to be performed in
order to attain'ﬂltfcfm___mlﬁnyis_abjﬁmles. It should always be a real
job—one that makes a visible and, if possible, clearly measurable
contribution to the success of the enterprise. It should have the
broadest rather than the narrowest scope and authority; everything
not expressly excluded should be deemed to be within the man-
ager’s authority. Finally, the manager should be directed and con-
trolled by the objectives of performance rather than by his boss.

What managerial jobs are needed and what each of them is should
always be determined by the activities that have to be performed,
the contributions that have to be made to attain the company’s
objectives. A manager’s job exists because the task facing the enter-
prise demands its existence—and for no other reason. It has its
own necessity; it must therefore have its own authority and its own
responsibility.

It should always be a job of managerial proportions. Since a
manager is someone who takes responsibility for, and contributes to,
the final results of the enterprise, the job must have sufficient scope.
It should always embody the maximum challenge, carry the maxi-

v
q

OB
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138 THE PRACTICE OF MANAGEMENT

mum responsibility and make the maximum contribution. And that

hould be visible and measurable. The manager should

be able to point at the final results of the entire business and say:

“This part is my contribution.”

There are some tasks which are too big for one man and which
can still not be cut up into a number of 1ntegrated (finite) jobs.
These should be orgamzed asm | N, @

Outside of busmess, orgamnization is widely recognized. Al-
most any scientific paper, for instance, bears the names of three
or four men. Every one of the four—the @@st, the@hisiologisﬁ
the pédiatrician and the surgeony—does a specific kind of work. Yet
though each contributes only his own skill, each is responsible for
the entire job. There is, of course, always a leader to the team;
but though his authority is great, it is guidance rather than super-
vision or command. It derives from knowledge rather than from

" rank. L ' _ _
In business@ are used a good deal more than the literature
indicates. They are regularly employed for short-term assignments

in every large company. They are common in research work, Team
organization, { the hierarchy of rank shown on the organ-

ization chart, is the reality in the well-run manufacturing plant,
especially in respect to the relationship between the plant manager
and the heads of the technical functions reporting to him. Many
tasks in process manufacturing or in mass production new style can
only be done if organized on a team basis.

But the most 1mportant_:‘ task in any business is the top-
management task. In scope, as well as in its requirements of skills,
temperaments and kinds of work, it exceeds any one man'’s capacity.
No matter what the textbooks and the organization charts say, well-

managed companies do not have a one-man “chief executive.” They J
have a@uve team> S

It is therefore of ge genuine importance that management under-
stand what team organization is, when to use it and how. Above all,
it is important that management realize that in any real team each
member has a clearly assigned and clearly defined role. A team is not
just chaos made into aj virtug. Teamwork requires actually more
internal organization, more cd’operation and greater definiteness of
individual assignments than work oreganized in individual iobs.
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ot g gt
of Managerial Responsib;’lity

In discussing how big a manager’s job should be, the textbooks
start out with the observation that one man ¢ se_only a
very small number of people—the so~called§;‘ig§£1 of control.} And
this in turn leads to that deformation of management:Tevels upon e

M‘?levels, which gmped® co-operation and communication, Gtifle) the
. development of tomorrow’s managers and t_he meaning of the

management job. oles o=z -
If the managel@, is controlled by the objective require-

ments of his own job and measured by his results, there is no need
for the kind of supervision that consists of telling a subordinate
what to do and then making sure that he does it. There is no span
of control. A superior could theoretically have any number of sub-
ordinates reporting to him. There is, indeed, a limit set by -the

span oLmanageriz;l responsibility’”’)(the term was coined, 1 believe,

by Dr. H. H. Race of General Electric): the number of people whom @

ne superior can assist, teach and help to reach the objectives of

~heit own jobs. This is a real limit; but it is not ﬁxer?().

The span of control, we are told, capno ixOr eight sub-
ordinates. The span of managerial responsibility, however, is deter-
mined by the extent to which assistance and teaching are needed. It
can’only be set by a study of the concrete situation. Unlike the LA
span of control, the span of managerial responsibility broadens as we
move upward in the organization. Junior managers need the most
assistance; their objectives are least easy to define sharply, their
performance least easy to measure concretely. Senior men, on the
other hand, have supposedly learned how to do their job; and their
objectives can be defined as directly contributing to the business,

their performance measured by the yardsticks of business results.
Xhe span of managerial responsibility is_therefore wider than.

th : ace thij _ lmit is
around a hundred.) And where good practice would counsel against
stretching the span of control, a_manager should always have
responsibility for a few more men than he can reall ta re of.

Otherwise the temptation is to supervise them, that is, to take over
their jobs or, at least, to breathe. down their necks.

' This point has been made with a wealth of supporting evidence by James
C- WOI‘thv. formarly Af Qo Mo .. - o .
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