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in the large enterprise there should be several such jobs in succession
for a man so that future top managers can be selected by the only
rational principle of selection and tested by the only adequate test:
that of actual business performance on their own.

The job must also be junior enough so that a man who fails can
easily be removed. To remove a president or an executive vice-
president is difficult. In the publicly owned corporation with its
completely dispersed ownership it is well-nigh impossible. “Once
you have a president you are stuck with him and can only hope for
the intervention of providence through coronary thrombosis,” a
cynical company director once phrased it.

| The Two Structural Principles

To satisfy these requirements organization structure must apply
one or both of two principles:

It must whenever possible integrate activities on the principle of
federal decentralization, which organizes activities into autono-
mous product businesses each with its own market and product and
with its own profit and loss responsibility. Where this is not possible
it must use functional decentralization, which sets up integrated
units with maximum responsibility for a major and distinct stage
in the business process. | .

Federal decentralization and functional decentralization are com-
plementary rather than competitive. Both have to be used in almost
all businesses. Federal decentralization is the more effective and
* more productive of the two. But the genuinely small business does
7+ not need it, since it is in its entirety an “autonomous product busi-
= ness.” Nor can federalism be applied to the ingérnal organization of
. management in every large business; in a railroad, for example, the
nature of the business and its process rule it out. And in practically
every business there is a point below which federal decentralization
is no longer possible, below which there is no “autonomous prod-
: uct” around which management can be organized. Federal decen-
i tralization while superior is thus limited.
| Functional decentralization is universally applicable to the
organization of management. But it is a second choice for any but
the small enterprise. It has to be used in all enterprises sooner or
later, but the later it can be resorted to the stronger the organization.
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CHAPTER 18

THE SMALL, THE LARGE,
THE GROWING BUSINESS

The myth of the idyllic small business—How big is bigp—Number
of employees no (riteriop—Hudson and Chrysler—The other

factors: industry position; capitalization needs; time cycle of deci-
sions, technology; geography—A company is as large as the man-
agement structure it requires—7The fouy stages of business size
—How big is too big?~—Th anagéable business— Lhe-prob-

lems of s Iness—T f managementZscope and vision—

The®family business—What can the small business do?—The
problem of bigness—The chief executive and its job—The danger
of inbreeding—The service staffs and their empires—How to

organize service work—The biggest problem: growth——@
nosing) the growth stage—Changing basic attitudes—Growth:

foblem of success.

o valplons blists

-

IT 1s almost an article of the American €reed) that in the small
business there are no problems of spirit and morale, of organization
structure or of communication. Unfortunately this belief is pure
r@_y—thl %@ent of the Jeffersonian nostalgia that is so marked in
our national sentiment. The worst examples of poor spirit are
usually found in a small business run by a one-man dictator who
brooks no. opposition and insists on making all decisions himself. I
know no poorer communications than those of the all too typical
small business where the boss “plays it close to the chest.” And the
greatest disorganization can be found in small business where every-
body has four jobs and no one quite knows what anyone is supposed

to be doing. In fact, if the Ford Motor Company in the thirties was |
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A
a model of poor spirit, poor organization and poor communications,

it was because the elder Ford tried to run it the way the typical
small business tends- to be run. It was only the size of his operations
that made appear extraordinary what in a small business might

]

| well have passed for commonplace. )

It is not even true that the small business offers greater oppor-
tunities for the development of managers—Ilet alone that it develops
them “automatically.” The large business has definite advantages.
It can much more easily do a systematic job of manager develop.
ment. It can afford to keep promising people even if it does not have
immediate use for them. Above all, it can offer many more manage-
ment opportunities, especially to the beginner. For it has oppor-
tunities to move sideways which allow a beginner to find the place
for which he is most fitted. And it is rare luck for a beginner to start
out in the work or place for which he is best fitted. That so many
of our young college graduates look for jobs in the big business
may reflect their search for security, as is so often said. It certainly
expresses a sound appraisal of the realities and of their own best
interests.

[ Size, then, EiTes not change the nature of business enterprise nor
the principles of managing a business. It does not affect the basic
problems of managing managers. It in no way affects the manage-

ment of work and worker. —

But size vitally affects the structure of management. Different size
demands different behavior and attitudes from the organs of man-

- agement. And even more influential than size is change in size, that

is, growth.

How Big Is Big?_ Aoy e oot g’

How big is big has been a question in economic and
business literature. The most common measurement used is the
number of employees. When a business grows from thirty to three .
‘hundred employees, it does indeed undergo a change in structure
and behavior; and another qualitative change usually occurs when
a business grows from three thousand to thirty thousand employees.
But while gelevan®, number of employees is not by itself decisive)

‘There are businesses with a handful of employees that have all
the characteristics of a very large company.
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-

sill small and when both their competence and their vision was
adequate to the job. As the company grew, the job grew. It was lifted
up as if by geological pressure. But the man did not grow with
the job. - '

There is the bookkeeper who became comptroller of a large
company because the accounting department grew under him and
pushed him up. There is the plant superintendent who finds him-
-self in charge of twenty plants because he was the senior foreman
when the company started. These men often do not know how to
manage. Indeed, they often do not even realize that these things
are now required of them. They still behave as if their job were to
keep the cash ledger or to supervise four production foremen. As
a result, they stifle, frustrate and crush the men under them. And
because managements—with commendable sentiment-—do not like
to burt these old-timers by promoting people around them, they
become a bottleneck depriving the entire company of management
talent. ' |

Growth always requires new and different competence in top
management. It requires that top management realize that its own
function is no longer to know what goes on in the plant or in
the regional sales offices. It is important indeed for top manage-
ment to learn that the problem .of size cannot be met by trying

down as possible—that this is neither required nor even desirable.

- . . . )
to keep in communication with managers andemployees as far j

_ﬂ

~—As the business gets larger, the job of top management acquires
a different time dimension; the larger the business the further ahead
in the future top management operates. It requires a different ratio
between objective-setting and doing; the larger the business, the
more will top management concern itself with setting objectives,
the less will it be concerned with the steps to their attainment. It
requires different relations inside management. The emphasis in
- cémmunication shifts: the larger the enterprise the less will top
- nianagement be concerned with communications down, the more
ivwill have to work on establishing communications upwards, from
lower management to itself. |

¢Growth demands of management the understanding and applica-
tion of principles, rigorous. emphasis on organization structure,
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