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"The gipsy in Asia Minor mdkes iron nails one at a time with a
hammer on an anvil, just as his ancestors did before him for hun-
dreds of years. I have seen him doing it; but I also observed that his
small children mere stark naked and that his larger ones had only
one garment . . . . . In industry and commerce all things are be-
come new." CHARLES W . ELIOT

UNLESS we admit that rules of
thumb, the limited experience of
the executives in each individual

business, and the general sentiment of the
street, are the sole possible guides for ex-
ecutive decisions of major importance, it
is pertinent to inquire how the representa-
tive practises of business men generally
may be made available as a broader foun-
dation for such decisions, and how a
proper theory of business is to be ob-
tained. The theory of business, to meet
the need, must develop to such a point
that the executive, who will make the nec-
essary effort, may learn effectively from
the experiences of others in the past what
to avoid and how to act under the condî
tions of the present. Otherwise, busiities?
will continue unsystematic, haphazard, and
for many men a pathetic gamble, with the
failures of each serious business depression
made up largely of the best moral risks.

No amount of theory can be a substi-
tute for energy, enthusiasm, initiative,
creative ability, and personality, nor will
it take the place of technical knowledge.
Now, however, all of these personal quali-
ties may be coupled with an adequate tech-
nical equipment, and yet the executive of
wide experience may fail through our in-
ability to grasp the broad underlying
forces controlling business, a knowledge
of which would give a sound basis for
judgment It is a serious criticism of our
business structure that it so Ions lacked an
adequate method by which these broaa
forces may be appraised, their probable
course charted, and their applications to
individual executive problems made rea-
sonably clear.

The Importance of Business Precedent

The need of a better theoretical tasta
for executive action exists in all lines of
industry. Business decisions are now gov-
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erned by the precedents and practises cur-
rent within each particular industry to an
extent which makes these precedents al-
most comparable in weight with the prec-
edents in the law. The inertia with which
any large corporation or any individually
managed business opposes a departure
from the habits, customar}' practises and
precedents of that organization is well
recognized. These precedents and prac-
tises are of various types. Within each
industry competent leaders study their
management problems constantly and each
manager creates many precedents and
practises which are the basis, consciously
or unconsciously, of his own decisions.
Precedents of this type are limited mainly
to the industry of which his concern is a
part if they are not wholly personal to his
company.

One of the assets which an employer al-
ways has in mind when he engages a new
executive from another company in the
same industry is this background of per-
sonal experience, upon which he relies for
the improvements to be accomplished
through the newcomer. In addition to the
localized precedents within each concern
there is an increasing tendency for the
interchange of such precedents among
competitors and each industry as a whole
thus tends to create within itself a struc-
ture of traditions which largely control the
executive action taken in that industry.

Business Precedents Limited to the
Particular Industry

It is still true, however, that each indus-
trial group learns and benefits little from
the experience of other groups. An inter-
national banker discussing the subject re-
cently, referred to the fact that American
business men typically know nothing of
any business but their own as their most
serious limitation, in international compe-
tition and in their approach to current
reconstruction problems. The recent eco-
nomic disturbances culminating in the busi-
ness depression 1920-21 afford complete
and disconcerting evidence of the wide-

spread ignorance of the economic back-
ground of business in its application to
particular industries and especially of the
lack of any adequate concept of the rela-
tion between the business cycle and indi-
vidual executive problems. The work of
the Harvard Committee on Economic Re-
search was at this time so recent that few
exeaitives knew of its existence and fewer
still had confidence in its forecasts.

The big swings of business occur perhaps
once in a business generation. The new
generation of managers, as it approached
the conditions of 1920, had great need for
records in usable form of the experiences
of 1893, but no such records exist. With
striking exceptions in the case of individ-
uals who bad been students of economics
and were able to apply their economic
background to the problems faced in 1919-
20, many of the most able and energetic
industrial managers met with maximum
difficulties during the current depression.
In many cases also the more stodgily man-
aged concerns are today in better condition
than their energetic rivals.

The premium on the lack of initiative
at certain stages of the business cycle can
be removed only by adequate business rec-
ords of widely differing types, from which
may be developed theories and precedents
for use by the executive. This business
generation owes it to its successors to make
such records that the new generation may
approach the problems of some later de-
pression with a background of proper in-
formation. Business needs not les* theory,
but much more.
Failure of Busmess Men to Beneft from

the Work of Economists

The business cycle is perhaps more im-
portant to business men than any other
phase of the economic background and
economists have been for many years
working on its phenomena. Notwithstand-
ing this fact, business men were almost
wholly unprepared for the depression of
1920. The difficulty is that the studies of
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the economist had not generally been car-
ried far enough into the executive prob-
lems of specific industries for the executive
to use the results in his own business, and
much more work has yet to be done before
these results will be fully available. Each
executive always feels that his own busi-
ness is different from others. To a cer-
tain extent he is right, for the broad eco-
nomic forces affect different industries with
varying intensity and at different times,
but no industry is immune from the opera-
tion of these fundamentals. This feeling
on the part of the executive that his busi-
ness is different can be offset only by eco-
nomic studies made from his standpoint,
which are developed to the point where
each manager may see how his business is
in fact affected by these forces, and may
understand the relation of his particular
industry to other industries.

The business man customarily feels that
economists are too theoretical and have
little to offer which is of value in his busi-
ness. Consequently he minimizes the im-
portance of their work. To some extent
this feeling on his part has been justified.
The slender resources of the economist
have been inadequate to enable him to
gather the type of data most valuable to
the business man,̂  and the econonaist's
point of view is social while the business
man's point of view must be primarily in-
dividualistic. This difference between the
social, and the individualistic interest
affects even the form of the economist's
work, while its substance has generally
been in fields well separated from those in
which the business man must find the basis
for his decisions. The failure of correla-
tion between the business man and the eco-
nomist arises also from certain inherent
limitations in the intellectual training of
the typical business executive. Inasmuch
as most of the economists' efforts deal
with problems whose solutions are not
directly applicable to business, the busi-
ness man has usually failed to learn the

^ See Bullock: The Need of Kndownjent for Economic
Researeh, Harvard Graduates Magazine. June, 1S15.

language of the economist. There is a
resulting lack of understanding of eco-
nomic work which makes it difficult for him
to appreciate its value.

Whatever the reasons for the condi-
tion, there are few connecting links be-
tween these two groups, and the work of
the economist is not guiding the action of
business men to the extent that it should.
This is true of different types of industries
in different degrees. The banker, with
an adequate economic training, finds the
point of view of the economist dose to
that required for his most important execu-
tive decisions. He can, if he will, get much
value for the conduct of his business out
of this economic training and out of current
economic thought. The banker deals with
considerable groups of industries and is
obliged to consider conditions which affect
them all. His mental processes are less
special and nearer the social point of view
of the economist than is true of other busi-
ness men. On the other hand, the manu-
facturer is rarely interested in economics
except as he may be irritated by a differ-
ence of opinion on some national issue, or
as he feels that they overlook the essen-
tials of some practical operating problem,
for example in labor relations. He finds
little in the work of the economist which
he understands and less than he can apply
in his own business. The economist has
not carried his work near enough to the
executive problems of the manufacturer to
make it readily available. So far as each
manufacturer can see, his business is in
fact different from others.

Need of Standards for Executive
Decisions

Industry also needs theoretical develop-
ment of another type. Every executive is
today handicapped by lack of information
as to the methods by which other execu-
tives solve internal executive problems
similar to his own. The accountant has
built up a basis for gathering facts for use
as precedents and background for many
decisions of this type, but almost univcr-
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sally accounting data are limited to one
concern. Recently there have been devised
% few standard accounting systems applic-
able to whole industries and, when com-
parable iigures are collected through the
use of such systems, the information so
made possible will give an industrial rather
than an individual basis for action. This
movement as yet has only a start outside
of railroads and public utilities, and while
accounting methods remain in the present
unsystematic and unstandardized condi-
tion, the opportunities for using accounting
data to create standards and precedents
are almost wholly limited to each particu-
lar concern.

The technical and semi-technical prob-
lems of the major industries have for
many years been subjected to serious study
by engineers and managers, and while
revolutionary changes affecting technical
methods will result from the constant ad-
vance in the sciences, this side of business
management is already far more scientific
than the non-technical side, -The greater
advance in technical theory should be cred-
ited in part to the fact that the engineer
must generally leave records in a form
which can be observed and used as prec-
edents by other engineers. For example,
layout problems, well solved in one plant,
become with the growing conception of
unity of interest within industries both val-
uable and available for the use of others in
the same industry. Technical development
alone, however, is an unsound foundation
for the successful conduct of any business,
and unfortunately the well worked out
analyses and solutions of non-technical
executive problems are not similarly re-
corded. They fail therefore to spread
from one company to another and from
one industry to another, as they should.
This is true notwithstanding the usefulness
of information affecting industry generally
or particular industries as a whole, such as
trade statistics, price series, wage data, in-
terest rates, census reports and other data
published by private and governmental

agencies, which exist in considerable
volume.

In a few limited fields there is already,
through existing publications, an excep-
tional basis for executive action. Such
services as Moody's Manual furnish stand-
ards of great importance in the fields of
public utilities and railroads. Here both
accounting and operating conditions are
standardized and the technical and non-
technical problems are similar. The student
of a particular utility or railroad may, from
the data recorded in such manuals and
in the Interstate Commerce Commission
and similar reports, form an excellent im-
pression, easily supplemented by personal
investigation on the ground, of the essen-
tial characteristics of a company investi-
gated. On the other hand, while similar
information in the industrial volumes of
these manuals is significant, it is less val-
uable than the infonnation about railroads
or utilities. No standards either of ac-
counting or of operating conditions exist
as to these miscellaneous industries and
there is infinite variety of technique. More-
over, the effect on such companies of fluc-
tuations in commodity prices and other
operating conditions is much more marked
than in the case of utilities, and the inter-
vals between periods when infonnation is
given are so long that no effective check
on conditions is obtained., Most of the
recent difficulties which the inrastraeot
banker has met in dealing with industrial
secui'ities arise out of considerations of this
nature, which affect the validity of conclu-
sions drawn from the ordinary data.,

While the exchange of experiences
among different concerns, except as one
hii-es the employee of the other or as they
compete in buying and selling, is v-ery
recent in its development, the tendency in
this direction is a factor of much impor-
tance for the future of business mcithods.
Every executive must have noted the
marked difference in this regard in, the
last 20 years. Trade secrets of a non-tech-
nicat nature have ceased to exist in many
well-managed plants, where 20 or 25
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years ago it was difficult for the manager
of a competing concern, even to visit. Such
interchange is today generally possible and
expected. Whether this change in attitude
should be attributed to the disclosure of
facts brought about by income tax and
similar governmental returns is for the
present purpose immaterial. A revolu-
tionary change in attitude has in fact
started within the last generation. This
change for obvious reasons is so far almost
entirely limited to particular industries, for
most of the interchange has been accom-
plished through trade associations and
through personal contacts which are largely
within each trade.

On the other hand, the amount that
each industry has to learn from the prac-
tises and precedents of other industries
apparently far different in character is
only just coming to be realized. Trade
associations and business men's organiza-
tions of various types have done some-
thing to improve conditions in this respect
and organizations like the National In-
dustrial Conference Board have made sub-
stantial beginnings in studies which are
of interest to many industries. At the best
these instances are exceptional. While in
a few fields beginnings have been made
through research, out of which much may
be expected in the future, scientific stand-
ards for comparative tests of business
efficiency do not now exist, and managers
in one industry learn little from managers
in other industries.

The Scientific Method and
Business Theory

In substance the theoretical background
for business stands today somewhat where
the law in England and France stood in the
period from 1200-1300. In both.coun-
tries the law was local to small territorial
units. This corresponds to the present
condition of business precedents and prac-
tises which are local to particular indus-
tries or companies. To a considerable ex-
tent also the decisions of the courts were

based upon customs and upon the memory
of each judge as to his own past practises.
The present scientific development of
law is an outgrowth of recorded legal
decisions which have since 1195 in Eng-
land,^ and approximately 1252 to 1271 in
France,^ formed the background for the
study of legal problems.

All the pure and applied sciences of the
present day have developed in the same
manner. Before the scientific method came
into use, the astrologer and the medicine
man created fantastic hypotheses to ac-
count for the phenomena of nature. Sun,
moon and stars ceased to be the subject
of absurd and fantastic notions and were
recognized to be under the influence of
laws controlling their ordered movements
only after Copernicus, Keppler and others
conceived the idea of recording and col-
lecting systematically over a considerable
period of time the facts about their moÂ e-
ments. It was then possible to classify
these facts in series and sequences, and to
develop from these records and classifica-
tions laws or theories which not only ex-
plained the present but gave a method of
predicting the future.

Methods of research in science vary as
widely as technique in business, but while
the technique of research varies, the con-
ception that scientific studies should be ap-
proached through the collection and classi-
fication of facts and through the develop-
ment from recorded facts of generaliza-
tions and theories into which the facts fit,
is the basis of all science. This method
has been applied with great effectiveness to
such fields as the law, which lack the exact-
ness of natural sciences. In this respect
business resembles the law more than the
natural sciences, and therefore the prob-
able course for the development of theory
in business is more analogous to the simi-
lar development of the law than it is to
chemistry or physics. It will require, how-

' Pollock and Maitland: History of Bnelish Law. Vol.
1, p. 169.

"Continental Legal History Series. Vol. 1, Part III,
page 224.



HARVARD BUSINESS REVIEW

ever, the applications of the same scien-
tific method.

The Analogy of the Common Law

The earliest treatise on the English law
and customs was written by Glanvill, or
one of his associates who was familiar
with the practises and customs of the law,
before the year 1189, Glanvill himself
was a judge. The writer of the treatise,
whether Glanvill or his associate, relied on
memory and on his knowledge of the prac-
tises of the court. Since no records of
court proceedings at that time existed, his
work was empirical in nature and in-
evitably lacked a scientific basis. To con-
siderable extent, the writer of a business
treatise finds himself today in the same
position. In the absence of recorded facts
in the field about which he wishes to write,
he must rely upon his own memory and
judgment and upon second-hand informa-
tion obtained from business men as to their
memory and experiences.

Curiously enough, immediately follow-
ing Glanvill we find an early application
of scientific method to the determination
and development of legal theory. The
first treatise of real importance in the Eng-
lish law is not Glanvill, but Bracton, writ-
ten about 1250-1260. Bracton's personal
history has an interesting bearing on the
subject under discussion. He was first a
clerk and later a justice in the Court of the
King's Bench, In 1195 this court had
begun to compile systematic records of its
proceedings—the rolls of the court. These
rolls, which are the earliest court records
in European law, were not available for
general study by attorneys in the modern
way,, but in some irregular manner Bracton
appears to have obtained possession of
rolls constituting the record of about 25
years of proceedings mainly before two
judges (Pateshull and Raleigh) who pre-
ceded him. While he was using these rolls
in work on his treatise, he appears to have
fallen into disfavor and was ordered in
1258 by the authorities of the Exchequer

to return the rolls to proper custody. As his
treatise was incomplete, this order embar-
rassed him greatly, and, gathering to-
gether a group of men who could write, he
had them hastily copy from the rolls some
2,500 cases which seemed to him repre-
sentative of the law and therefore neces-
sar)' as the basis for his book. This col-
lection of cases in various hand writings
has come down to the present time and is
known as Bracton's "Notebook," It an-
tedates Dean Langdell's "Cases on Con-
tracts," the first modern collection of se-
lected cases in the common law, by approx-
imately 750 years. With this notebook as
his material for the scientific study of de-
cided cases Bracton worked out a treatise,
which is the beginning of the modern de-
velopment of the common law.

In the treatise he cites from 400 to 500
cases out of his "Notebook," and these
citations probably constitute the first use
of decided cases as precedents,*

It is obvious from the mere statement
that no systematic national law and no
theoretical development of law was pos-
sible until court records were systemat-
ically kept.

* For a general discussion of the legal history oi the
period, see Pollock and Maitland, History of English Law,
Vol. 1, Chaps. VI and VII, and for a briefer discussion,
Lee. Historical Jurisprudence, Chap. XVI.

Lee even finds in Bracton's treatise the first statement
of the doctrines of stare decisis under which a common
law principle once decided, even though it be wrongly
decided, has behind it a weight of authorits; which makes
the court very unwilling to change its position.* It occa-
sionally seems that this doctrine, which has differentiated
the common law from the French law, has less weight
in this country in recent years than formerly, particularly
in some of the fields of constitutional law and federal
legislation. In France, the nationalization of the law anil
its development out of the stage of local territorial customs
had its beginning after court records were established in
about 1232. The French law developed through codifica-
tion, bat this codification not only failed to stop the devel-
opment of judge-made law, but to a controlling extent the
codes themselves were based on judge-made law. More-
over, while in theory the French court is not bound by
jirecedents, in practise the controlling character of prece-
dents is an inevitable element in the development of i:ven
code interpretation. No judge can approach an old problem
without giving weight to the conclusions be reached hefore
and with the publication of decisions these precedents
i-apidly became more and more important. The judge found
his Jailors much decreased by tbe precedents, while the
attorney desiring to know the probable future interpreta-
tion of the code obtains his best guide from the inter-
pretations in earlier decisions. Judge-made law, therefore.
Is little less important in the civil law than in the common
iaw, although the approach in theory is different.

Professor Beale points out the fact that codification has
not served to reduce the necessity for judicial decisions
and that litigation on points of law under the eivil code
of France exceeds in amount t;he litigation of a similar
nattire under the common law in the British Islands.t

* Lee: Historical Jurisprudence, p. 490.
t Selected Essays in Anglo-American Legal History,

1. page 505.
Vol.
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When we consider that every large busi-
ness finds its current decisions greatly in-
ffuenced by the memory of men within the
organization and by the precedents of that
particular business, while it has little op-
portunity to benefit from the experience of
other concerns in the same industry or
from the practises of other industries, the
close analogy of present business condi-
tions to the early stages of the develop-
ment of the law ia the time of Granvill
is apparent. If progress in the develop-
ment of theory in business, like that which
took place in the law after Bracton, be-
comes possible, it will be because there has
been provided a basis in recorded facts
similar to the court decisions. Such facts
alone can give a wider and more scientific
background of experience and bring about
a broader use of the precedents and prac-
tises of business as a whole.

Types of Research Necessary for
Development of Theory

For such an application of the scientific
method to business theory we need only to
extend to their logical conclusions existing
methods of research. Much of the ma-
terial referred to which is published by
private and governmental agencies needs
further study and classification, both from
the economist's and from the executive's
point of view, before it can be of maximum
value. More has been done with this ma-
terial from the social or economic point of
view than from that of the executive,
and before the business man can get full
benefit from it the coordinations must be
worked out and the results must be studied
and stated in specific forms planned to
help in the solution of individual business
problems. But much more material than
is now in existence must be collected before
the desired results can be obtained with
any fullness.

The creation of mass data covering a
whole industry is beyond the means of any
research organization which lacks the
support of the taxpaper, and if this type of

research were the only method of obtain-
ing an adequate view of the activities of an
industry, the expense would be prohibitive.
Where mass data are not available from
government sources substantially the same
results can in many cases be obtained
through the gathering of well chosen sam-
ples— ĵust as the industrial chemist ana-
lyzes the product of a mine by analyzing
a minute fraction of the total output. If
the sample is carefully chosen and fairly
representative of the whole, the results
are extraordinarily accurate. Much of the
the material entering into wage and price
series published by commercial agencies is
of this nature, as is also the work of the
Harvard and Northwestern University
Bureaus of Business Research and similar
agencies in the field of distribution. In the
comparatively small number of cases
where such studies of samples have been
made, it has been possible to establish
standards of wide application. The ex-
pense of such research through samples is
relatively small and the results very relia-
ble. In one recent case where a direct
comparison has been possible between a
sample collected by the Harvard Bureau
of Business Research and mass data gath-
ered by the Federal Government from a
whole industry, the statistical conclusions
showed a variation of less than i / i o of
1%, _

This method of research through sam-
ples should be applied very much more
widely than it has been to date. Many
fields of business activity which could be
readily studied in this way are now in the
realm of hypotheses corresponding by
comparison to the fantastic hypotheses of
the ancient astrologers. The present basis
of bank credits may be mentioned as an
example. The weight given by most banks
to the arbitrary rule that the relation be-
tween current assets and current liabilities
should show a ratio of $2 of assets to $1
of liabilities has litde or no relation to the
facts of business. It was applied in 1919
to credit ratios on a 40c cotton market
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and a 23c sugar market on much the same
terms and with practically the same weight
that it has been applied recently to similar
concerns in a 12c cotton market or a 7c
sugar market, A two to one ratio in the
first cases was a far more dangerous condi-
tion than a one to one ratio on the lower
price levels. To a considerable extent,
this failure to relate credits to the funda-
mental economic background, in such a
way that the dynamic and changeable na-
ture of sound credit standards may be real-
ized, is responsible for business failures
resulting from the severe swings of the
business cycle. It is responsible also for
the recent discovery of many bankers that,
in severe depressions, liquid assets are the
assets which, disappear first. It should
be readily possible through research to
build up a proper relative basis for credits
which would take into account at various
stages of the business cycle the importance
of commodities, and commodity price
levels, as elements in credit risk. Such a
basis would vary from industry to indus-
try. This is one example of a promising
field of research which might be ap-
proached through the gathering of sample
data.

Research through samples of this na-
ture would, if broadly conducted, give
an excellent basis for the interchange of
experience across the industries. We have
recently found that studies made in the
marketing problems of the jewelry indus-
try give a valuable background for the
consideration of widely different marketing
problems, such as the distribution of heat-
ing supplies.

Both mass data and sample data of this
nature deal mainly with problems of the
executive affected by facts and powers out-
side of his own control and to a large ex-
tent outside of his own business. In addi-
tion to this type the executive needs,̂
assistance through research in the solution
of his daily internal operating problems
which may or may not be directly related
to the general economic background or to

the industry as a whole. There is now
practically no way that the executive may
get such assistance except as he acts on the
precedents and practises of his own organi-
zation, or hires new members of his or-
ganization from competitors.

The case system of teaching business in
the Harvard Business School has thrown
some interesting sidelights on this need.
Adopting the general principle of Lang-
dell's case system, by which most of the
law schools of the country teach law, we
have developed on a large scale similar
methods of teaching business, and a con-
stantly increasing percentage of the work
of this school is conducted upon a true
case' system. The student obtains his
business training by solving executive prob-
lems, which actually have occurred in
business, so presented that he deals with
conditions similar to those which con-
fronted the executives. This method of
teaching business from cases, a logical de-
velopment of the earlier problem method
of instruction, has largely revolutionized
the class-room work in the School and im-
proved the quality of instruction, . For
teaching reasons the business situations or
cases used for this purpose hare usually
not included the solutions which were
reached by the business men.

The point of view of the teacher is
essentially different from that of the busi-
ness man. While the teacher desires to
have the solutions for his own guidance,
he prefers that they should not be dis-
closed to the student until the student has
thought the problems out. When one solu-
tion of a particular business problem is
printed in a case book, this solution tends
to have the overweight of authority which
goes with the fact that it alome is printed,
although the conclusion actually reached is
often not the best possible solutio«. Where
also only one course of action is set forth,
there are inadequate comparative bases for

' The business cast is of course not generaKgr a Stigious
situation but rather A practical set of facts oi*t ol wbich
arises a problem or problems for determination by ttie man
in business. See "Business Teaching by the Case System
American Economic Review, Vol. XII, No. 1, MMGII, 1922.
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analysis to determine the deficiencies and
the strong points of this decision. These
reasons which have led us to the present
technique of presenting cases to the class-
room under which conclusions are gener-
ally omitted, limit the use of case books
for business men. The executive finds that
other people have faced problems like his
own, but he gets no light from their ex-
perience.

There is an insistent demand from
execBtives, therefore, for the publication
of solutions to these cases. Moreover, if
the present use of such cases for training
junior executives within various industries
continues, the solutions worked out in prac-
tise should be made available to the senior
executiye« who lead the discussions. In-
deed, an adequate development of the case
system for teaching in business schools will
be possible only if the teacher has not one
alone birt several solutions for the im-
portant problems contained in the case
book. Under these conditions he will be
able to use these several solutions as a
basis for comparative discussion of the
business theory involved.

While the cases in our present case
books hare a value as teaching material in
advance of anything which we have been
able to supply through lectures or texts of
the ordinary sort, there is need of further
developments in the technique of present-
ing business situations. For this purpose
case books like text books should be built
on precedents, including the solutions. We
now ignore the solutions in compiling the
books. The full scientific approach to the
teaching and development of theory
through cases will not be realized until the
instructor has the recorded facts of busi-
ness for use, not only to show how the
problems in business arise, but how they
have been handled by different executives.
He needs also some idea, wherever pos-
sible, of the success or failure of the
method adopted. Isolated business cases
have been published with their solutions in
varioas places, but the number of such

cases which have been worked out with the
detail necessary, if they are to be useful for
solving executive problems arising in the
future, is lamentably small compared with
the field to be covered. Both the case
system for its proper development and
business itself need something like the
court reporter who systematically reports
numerous cases for current publication.

As is well known, law cases are reported
as they occur, with no effort at anything
but a chronological arrangement. The
ability to coordinate new cases with cases
decided in the past and to fit the conclu-
sions of the court into legal theory is
gained through elaborate indices and
digests. Something corresponding to these
court reports and their digests is needed
in business so that we may build up, as time
goes on, a volume of recorded precedents
which may be subjected to critical analysis
and classification. The publication of such
cases is an easy and inevitable development
of the research which is the basis of the
case system as we are now using it. We
have therefore in preparation a volume
which is intended to be the first of a series
designed to help in the accomplishment of
such a result.^

The plans for this publication include
the adequate indexing of these reports, so
that the executive who wishes to know how
different concerns have handled a particu-
lar problem perhaps at various stages of
a business cycle may, as time goes on,
study precedents not only in his own indus-
try, but in other industries where similar
problems occur. We shall include the
same problem under differing conditions
where a variety of solutions has been
worked out by different concerns. As this
series of business reports is published from
year to year we hope it may be one of the
agencies which will give business managers
an opportunity to make better use of busi-
ness data, to base their current executive
action on broader precedents than those
within their own concerns and to choose

* TStse volumes will be published Irom time to time
under the name of Harvard Business Reports.
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from among several solutions of the same
problem solutions which, properly mod-
ified, may be the best for use under their
own conditions. In a few fields where we
have already collected several different
solutions to the same problem, we see the
practical value of the variety of answers.
The ability to analyze these solutions com-
paratively enables an executive to reach a
sane conclusion with far less time and far
greater assurance than would otherwise be
possible.

May not this and similar research agen-
cies and records be the basis for a develop-
ment of theory in business problems some-
what as the rolls of the court and Bracton's
"Notebook" formed a basis for the de-
velopment of early theory in the common
law?

There are now at work a number of
research agencies, all of which will add to
the mass of facts upon which alone busi-
ness theory can properly develop. In the
use of their results the broad fundamentals
of the scientific method should be kept in
mind. The task of developing business
theory scientifically is first, the recording
of facts; second, the arrangement of these
facts into series and relationships; third,
the development of generalizations which
can be safely made only upon the basis of
such recorded facts. Except in so far as
this method is applied consciously on a
large scale, the generalizations of business
will be largely hypotheses more or less
fantastic in their nature, and the executive
must often gamble with his most impor-
tant problems.
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