
FUNCTIONALIZING
A BUSINESS ORGANIZATION

By WEBSTER ROBINSON

THE production of goods by ma-
chine industry, decreasing, as it
did, costs and prices and thus stim-

ulating greatly the demand for goods,
resulted in a rapid increase in the vol-
ume of production. Enterprises grew
and multiplied with astounding swift-
ness, expanding in size and increasing
in complexity with every attempt to
meet the demand for quantity of pro-
duction. All efforts were concentrated
on securing output, and there was no
serious attempt to guide the develop-
ment of the organization structure.
The process was purely evolutionary
and opportunistic. The organization
split into various unspecialized depart-
ments, with an accompanying concentra-
tion of managerial duties. With the
growth of the buyer's market and the
introduction of more scientific methods
in production, the subdivision and co-
ordination of functions gradually came
into prominence, first as a problem of
management, and later as one of organi-
zation. Today, this process of logical
segregation and combination of func-
tions has reached its highest develop-
ment in the science of organization, as
the fundamental of functionalization.

The principle of functionalization is
not new: in the mechanical field, for ex-
ample, it has long been recognized; the
greatest efficiency and coordination is
secured when each necessary function is
assigned to a certain part properly fitted
to perform it, with all related functions
under one direction and control. Only
within recent years, however, has the
value of applying this principle to a busi-

ness organization been realized. This
failure to appreciate the value of spe-
cialized functions operating together
has been due primarily to the manner
in which organization grew up. As the
business increased in size there was a
mathematical subdivision of work into
unspecialized departments, the segrega-
tion being made according to individ-
uals and not according to the functions
to be performed. All authority and re-
sponsibility rested with the head of the
enterprise, who acted as the dominating
force and coordinated all activities
through detailed instructions. When
the organization became too large for
his personal supervision he was com-
pelled to delegate the control of certain
work to subordinates. This subdivision
was made with respect to the personal
capabilities of each man, without any
regard for the nature of his other duties.
The result often was the delegation to
one individual of irrelated or conflicting
duties, or the delegation to two individ-
uals of the same duty. The allocation
of new functions was largely a matter
of convenience, the duty being assigned
to the individual who had time to take
care of it, regardless of whether he was
the one best fitted for the work, or
whether he was in charge of the depart-
ment within which the function natu-
rally fell. When no reasonable adjust-
ment could be made, the usual procedure
was to organize a new department,
irrespective of the nature of the Wv>rk.
All this resulted in three evils: first, the
multiplication of departments and indi-
viduals reporting directly to the general
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manager, making it impossible for him
to supervise all of them adequately and
at the same time maintain the broad out-
look which is essential to that position;
second, the duplication of work because
of conflicting authority, with its atten-
dant high costs of operation; and, third,
inefficient performance of functions
because of illogical distribution and
grouping.

The first real effort to improve the
situation took the form of personal
analysis. It resulted in the tendency
to centralize employment in the hands
of one official, who simply became an
expert in picking men. The efficiency
of the establishment as a whole and of
the various departments, however, did
not increase materially. The next rem-
edy tried was job analysis and classi-
fication—a type of pseudo-functional-
ization wherein the requirements of a
position were determined, positions of
a like character being classified into
zones. This was a step forward, but
failed temporarily because of misplaced
emphasis. The real need was for an
analysis of the entire business which
would provide a clear idea, first, of the
functions of the organization as a
whole, and then of the proper activities
of its various parts. Only by this pre-
liminary emphasis upon functions and
not upon individuals could lasting re-
sults be secured.

Functionalization may be defined as
that fundamental of organization which
requires that all the proper functions of
a business be recognized, granted ex-
istence, combined where similar or com-
plementary, and placed under direction,
supervision, and control of properly
qualified executives who have only one,
or at most but a few similar functions
to perform. The point of greatest im-
portance in the whole concept of func-
tionalization is that each separate func-

tion of the business be clearly recog-
nized and definitely assigned to the di-
rection and control of some particular
individual who is supposedly fitted to
carry on that function. Functionaliza-
tion, in short, means the analysis, sub-
division, and grouping of the logical
and necessary units of activity of an
organization so as to secure by decen-
tralized specialization the greatest re-
sults from individual and combined
effort. It is the corner-stone of scien-
tific organization.

Functionalizing a Business Organization

The functionalization of a business
often encounters an obstacle in the op-
position of administrative and executive
officers. They view with apprehension
the magnitude of the possible changes
and the problems which may arise, cit-
ing in condemnation of the process the
failures which have resulted from vari-
ous attempts to install "efficiency" sys-
tems. These failures are for the most
part the work of inexperienced "indus-
trial engineers," who have blindly wor-
shipped their "systems" and separated
functions arbitrarily, regardless of such
factors as personnel, the evolutionary
development of departmental duties, the
peculiar characteristics inherent in the
organization, or the divisional emphasis
necessitated by the type of business.
Obviously, no system of functionaliza-
tion can be applied indiscriminately to
every business. Even the process of
functionalization will differ according to
the size of the organization and the
complexity of its operation. The task
is not to establish a definite plan or
standard according to which the func-
tional segregation of work can be made,
but to outline a principle of division of
activity which will be suitable for uni-
versal appRcation. This principle con-
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sists merely of the complete recognition
of all the proper activities of a business,
and the combination of those which are
similar and complementary into divi-
sions, departments, groups, and so forth,
each of which is easily within the scope
of the knowledge, training, and capacity
of an individual.

While the multitude of business types
and the varying character of their func-
tions make it impossible to apply univer-
sally any rigid method in functionalizing
a business, in each case there are three
steps which will be found logical and
practical. These are, first, the analysis
of the organization as it is operating at
the time the study is started; second,
the development and construction of
the basic functional organization; and,
third, the construction of the actual or-
ganization which is to be put into opera-
tion. The first step comprises a study
of the business as a whole, as well as
of all its parts, with regard to the func-
tions which they are performing and
those which they should be performing
in order to fulfil the purpose which is the
reason for the existence of these func-
tions. The purpose of a function is
the fundamental determinant of its
right to be performed in any part of
the business. The second step consists
of the scientific grouping of the similar
and complementary functions of the
business into divisions and departments
without consideration of available per-
sonnel, organization inertia, or other
influencing factors, but with the idea of
securing a basically sound structure upon
which the final organization can be built.
The third step is the construction of the
final organization, which will be a com-
promise between an absolutely scientific
division of functions and the division
which gives full weight to all of the
various limiting factors that must be
taken into consideration in making a

final division of functions and assign-
ment of authority.

The Primary Functions

It is useless, however, to make any
analysis before the real aim, the real
reason for the existence of the business
as a whole, has been clearly established.
This aim will be embodied in the pri-
mary functions, in which the kind of
service that is to be rendered and the
class of people to whom it is to be
rendered are the important items. For
instance, it was stated by Mr. George
L. Bell, in the preliminary report on
the reorganization of a large western'
light and power corporation, that "The
business of the corporation is the ade-
quate and courteous furnishing of power
to the public in return for a fair charge
therefor. The primary functions of
the business are:

I. The production of power
II. The distribution of power

"III. The service to consumers."
These functions are the basic determin-
ing factors in the work of segregating
and combining the activities of the busi-
ness.

The Preliminary Analysis

Casual scrutiny of the business is in-
sufficient for the detection of all its
necessary functions and their relation-
ships. These are brought to light only
hy a careful study of the activities in
which the organization is engaged at
the time of the analysis, to determine
whether these activities include all those
which the company should he perform-
ing in order to render that service which
is the foundation of its existence, or
whether they embody any which are
not essential for that purpose. It also
furnishes a knowledge of the available
personnel, which is extremely important
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in making the final division of duties,
provides a definite basis for the combi-
nation of functions, and continually dis-
closes maladjustments which may neces-
sitate the rearrangement of those func-
tions.

The preliminary analysis of the or-
ganization will consist of the determi-
nation, by individual studies, of the
purpose and attendant functions of its
( i ) board of directors and directors'
executive committee, (2) president or
managing director, (3) general man-
ager or chief executive, (4) various ex-
ecutive departments, and (5) staff, both
individual and collective. The study
should be started by drawing up a rough
organization chart showing departments,
personnel, and lines of authority exist-
ing in the organization at the time the
study is started. This work not only
will acquaint the engineer with the per-
sonnel of the organization, serving, in
a sense, as his introduction, but also
will give him a general view of the vari-
ous phases of the problem before him.
It requires very little effort, but serves

an important purpose. At this time, it
is also advisable to ascertain the reasons
for the original establishment or the
development of the present divisions of
work. Chart i shows the preliminary
draft of the organization of the light
and power company previously men-
tioned.

Although it is usually found most
satisfactory to start the preliminary
analysis with a study of the various
executive functions, and to follow this
by an analysis of the administrative,
chief executive, and staff functions, this
discussion, for the sake of uniformity
and simplicity, will observe the order
of the customary lines of control within
the business organization.

Functions of the Board of Directors

The functions of the board of direc-
tors and its executive committee will
vary somewhat according to the type of
business. • The analyst, however, is
chiefly cj?ncerned with those which are
common to boards of directors in all

ft-"'
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organizations; whether or not the board
of directors and the executive committee
have definitely established the policies
which come under their control, and
whether or not they have, with the aid
of their matured experience, served as
an economic council to the president
and the general manager, without inter-
fering with responsible management
themselves by performing the duties of
the latter officials.

If the complete record of the board
of directors' work is available in the
minutes, it will ordinarily show that the
board has assumed control of certain
operating activities which should be in
the hands of the president or the gen-
eral manager, and that operating heads
are going directly to it for an expression
of opinion in matters of importance.
Such a condition is invariably accom-
panied by disoirganized management.
The general manager or chief executive
is unable to coordinate operation, since
control of only part of the activities is
in his hands. If this tendency of the
board of directors to take an active
part in executive direction and control
cannot be eliminated, the full value of
the reorganization can never be at-
tained.

Functions of the President and the Gen-
eral Manager

In analyzing the functions of the re-
sponsible heads of the business, the
president or managing director, and the
general manager or chief executive, the
analyst realizes that it is impossible for
one individual to assume satisfactorily
the entire task of direction and control
of the organization. This task is two-
fold. It requires, on the one hand, con-
stant observation of economic and trade
conditions in order to keep the business
in tune with the external factors which

have a bearing on its operation, and the
facing of problems outside the business
which .are directly related to its success.
It requires, on the other hand, the selec-
tion and coordination of all the various
factors entering into the internal opera-
tion of the business, and their direction,
supervision, and control in such a man-
ner as to secure maximum results.
While hoth phases of the task are in a
sense closely related, the great diversity
of the problems to be solved in each
case, requiring different types of intel-
lect, temperament, and training, neces-
sitates the attention of two individuals.
In ordinary practice, the president is in
charge of the external relationships,
while the general manager controls in-
ternal relationships.

The functions of the president must
be considered with respect to the fact
that he is the direct representative of
the owners and the board of directors
and is the administrative head of the
business. He is, as sometimes desig-
nated, the managing director of the con-
cern. His value to the organization de-
pends upon his ability to free himself
from detail and to maintain that broad
perspective which enables him to act as
an adviser to the board of directors and
to correlate sagaciously social, economic,
and technical ideas into major policies.
In some cases, however, he is forced to
act as the scientific buffer between the
demands of the board of directors, on
the one hand, and the actual necessities
of operation, on the other.

The functions of the general manager
are concerned with the coordination, di-
rection, and control of the internal fac-
tors of the business.* There seems to be

' Where the functions of the president and the
general manager are performed by one individual,
there is a marked tendency to neglect the external
factors affecting the business.
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a natural tendency for every organism
to jar apart and become a loose-jointed
aggregation of unrelated units unless
there is some binding, supervising, and
coordinating force that continually
keeps them in place and makes each
unit realize that it is not complete in
itself, but merely a part whose greatest
service is rendered when it fits perfectly
into the whole. To supply this force
is the chief function of the general man-
ager of the business. He determines
the structure of the organization, he
selects the methods to be used during
his control, and the executives to be
placed in charge of the functional
groups. He is the leader, the dynamic
factor which keeps the organization
moving toward a definite goal, securing
efficiency through his capacity to select
and balance men and methods. He acts
as the balance wheel of the concern,
seeing that each factor is given its due
weight and attention and that it corre-
lates with all other factors. By a timely
concentration upon weak points he builds
a smoothly running structure in which
every division meets every other divi-
sion and none is over- or under-loaded.
In considering the functions of the gen-
eral manager, the analyst wants to know
whether or not he is performing all
those mentioned above, and, at the same
time, is keeping the operating functions
coordinated with the external controls
as outlined by the president of the con-

cern.

Analysis of the Executive Functions

In the analysis of the various execu-
tive functions, the analyst is confronted
with his most detailed problem. He
not only must determine all the execu-
tive functions, but also must analyze
them with respect to the results which
they are getting under present condi-

tions in comparison to those which they
should be getting. This last task is
not simply a matter of segregating and
combining all logical activities into
groups. It includes the whole scheme
of interdepartmental relationships,
which must take into consideration not
only the possibility of securing coordi-
nated individual action, but also the
possibility of enabling the general
manager to perform his functions
effectively. He may encounter sev-
eral types of organization faults.

OVERCENTRALIZATION. One of the
problems most frequently encountered
at this point is the overcentralization of
execution. This is found wherever a
large number of departments report di-
rectly to the general manager, irre-
spective of the character and im-
portance of their work. It is the nat-
ural result of the evolutionary develop-
ment of an organization, where new
departments are created by dividing old
departments when the increasing com-
plexity of the work makes the burden
too heavy for one executive. Under
these circumstances, the general man-
ager invariably becomes so involved in
detail, through the written and per-
sonal reports of his subordinates, that
he loses sight of the equilibrium and
purpose of the organization as a whole
and becomes an operating executive,
making minor decisions that should be
left to his subordinates and intimately
directing the detailed operation of
troublesome departments. An organi-
zation of this type is soon operating
without a coordinating and balancing
head. Chart I of the light and power
corporation previously mentioned is an
illustration of this condition. In this
organization, there were 15 depart-
ments reporting directly to the general
manager, together with 13 district man-
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agers also under his direct supervision.
The manager became a judge, the num-
ber and complexity of whose decisions
were limited only by his time.

OvERSPECiALizATiON. A problem
somewhat similar to the preceding has
been brought about by the present ten-
dency toward overspecialization. This
tendency has grown out of the attempt
of many managers to put "brains"
into the organization without consider-
ing the interdependence of activities.
They have consequently subdivided
their organizations into numerous de-
partments, each in charge of a specialist
under their direct supervision. These
specialists are usually independent in
action and final in decision, being re-
sponsible only to the general manager
for results and taking little interest in
the operation of other departments.
The fact that even the relatively unim-
portant divisions are directed by ex-
perts leads each department to exag-
gerate its own importance, and places a
premium on departmental loyalty and
exclusiveness. The general manager,
in consequence, is confronted with the
tremendous task of coordinating the de-
tailed control of all the various depart-
ments in order that his high-class ma-
chine may not fall to pieces from its
own weight. Overspecialized brains
are toa often individualistic. Their
self-satisfaction breeds departmental
conceit and organization discord.

F U N C T I O N A L MALADJUSTMENT.
There is still another problem to be
faced by the analyst in his study of the
executive functions—that of functional
maladjustment. In the average busi-
ness, for example, it is the usual thing
to find that some functions which are
obsolete and should be eliminated are
still being performed, while important

functions have been lost sight of or are
inadequately provided for in the con-
fusion of operation; that some are un-
necessarily duplicated, while others are
split up among departments and are
being irregularly or half-heartedly per-
formed; that certain functions are in-
definitely placed or illogically assigned;
and that emphasis is being laid upon
functions of minor importance to the
neglect of those which really require
constant attention.

DEPARTMENTALISM. The study of
the executive functions must reveal the
causes as well as the existence of these
maladjustments. The trouble lies, in
many cases, in departmental jealousy
which is a natural accompaniment of
the too common practice of judging re-
sults by an elaborate system of internal
checks and balances which rewards in-
dividual rather than collective accom-
plishment. Within each department,
consequently, the executives functioning
under such a system have fought for
maximum control and managerial fa-
vor in an endeavor to gain prominence
for their own divisions. This attempt
has been stimulated by the frequent
tendency of even the general manager
to attach more importance to the suc-
cess of individual departments than to
the efficiency of the concern as a whole.
At the same time, these executives have
concentrated their attention on keeping
their methods of operation more secret
and their accomplishments more indi-
vidual in order to give less grounds for
criticism and to create an appearance of
self-sufficiency. Departmental individ-
ualism is invariably fostered by all
those systems of control which empha-
size negative rather than positive re-
sults.

During the preliminary study, this
departmentalism must be broken down.
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friction between departments ironed
out, and the support of every executive,
even of those in the most minor posi-
tions, enlisted in the task of readjust-
ment. Only when there is a healthy
spirit of cooperation can all the facts
necessary for the completion of the sur-
vey be obtained. When each executive
is made to realize that all the functions
of the organization are interdependent,
that all effort must be directed toward
the benefit of the whole concern rather
than of any one department, and that
his greatest value lies in properly fit-
ting into his particular niche in the or-
ganization structure, there will be little
difficulty in effecting the necessary
changes.

Preliminary Arrangement of the
Executive Functions

In making this analysis, the most sat-
isfactory procedure is first to group
roughly those departments which are
ordinarily combined into functional
divisions, and then to make a study of
each division as a unit, with the idea
of determining the functions that are
being performed and discovering any
maladjustments that may exist. The
operative functions, for example, can
often be conveniently divided into the
three main divisions of production, dis-
tribution, and facilitation (commonly
called general administration), with
what are considered to be the logical
subdivisions within these groups. This
segregation and study of activities ac-
cording to functions, regardless of
where they are being performed, is by
far the most satisfactory method of re-
vealing maladjustments and suggest-
ing possible solutions. The divisional
study is not a superficial survey; on the
contrary, it consists of a detailed and
comprehensive analysis of every func-

tion included in each division, even to
the functions of individuals. In a large
concern, consequently, it will usually
require the assistance of specialists
working under the direction of the
analyst who is making the investiga-
tion. This is notably true in the ac-
counting, sales, engineering, and per-
sonnel group. The time needed to get
all the necessary information will de-
pend upon the size and character of the
business. The study of the depart-
ments of a large manufacturing and
selling corporation, for example, would
probably require months of detailed
application.

Analysis of the Staf Functions

In analyzing the staff functions, the
investigator is always careful to differ-
entiate between those which are con-
cerned with specialized control and
those which belong to the system of
checks, since the latter become superflu-
ous when the organization is function-
alized. These functions of inspection
are critical in nature: they consist of
detecting any mistakes, inefficiencies, or
failures to perform work, and report-
ing them back to the general manager.
Where the general manager has the
immediate direction of all departments,
but lacks specialized knowledge in the
various fields, it is necessary for him to
have a "staff" which will keep him in-
formed as to whether or not his orders
are being carried out. In the function-
alized business, however, where the
manager receives the reports of only a
limited number of major executives,
each a specialist in the work of his own
division and in close contact with it
through his sub-executives, the necessity
for this system of internal checks is
obviated. The staff has fallen into dis-
repute in the eyes of many managers
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simply because they insisted upon desig-
nating the specialists who performed
the "detective" functions as staff offi-
cials. These men were occupied, not
with the proper staff functions of con-
trol, but with continual inspection of
the work of executives; they did not
offer constructive criticism, but imme-
diately reported any inefficiency back to
the general manager. This system nat-
urally resulted in friction between exec-
utives and staff officials and led the
manager to conclude that the staff was
a hindrance to his business. For this
reason, the investigator must be par-
ticularly careful in segregating any
"detective" functions which are being
performed in the concern, in order that,
in the subsequent rearrangement of the
organization structure, they may not be
confused with the proper staff functions
of coordination and specialized control.

These functions, which the staff
should be performing, are concerned
with the large problems of legal, fiscal,
and public relations control, and with
the research and analysis which will as-
sist in the control of production, sales,
organization, and facilitation, this in
addition to the functions which it per-
forms in serving as the "eye" of the
general manager, keeping him con-
stantly posted on such matters as costs,
the comparative progress of work in
the various departments, and the ex-
tent to which it has been possible to fol-
low the established plan of operation.
In their capacity as advisers and coordi-
nators, the staff officials are of vital
importance to the organization. The
various executives of the business con-
stantly require unbiased information
either concerning the work of their de-
partments or concerning factors and
conditions outside their own divisions.
There, are few problems which are
purely intradepartmental—each affects
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more than one part of the business. It
is the function of the staff officials to
bririg to light these seemingly individ-
ual problems which, if not given due
consideration, will of their own weight
soon throw the organization out of bal-
ance. If, for example, the production
department has failed to attain the de-
sired quality because unsatisfactory
processes have been employed, the mat-
ter is also of importance to the sales
department which must dispose of the
product. Furthermore, the type of in-
formation required to remedy the situa-
tion can often be secured only by re-
search and analysis which neither the
chief executive nor the department
heads have time to undertake. It is in
such cases that the staff members per-
form their valuable service of supplying
the needed information and advice. It
is the duty of the staff, not to execute
the actual work in accordance with
their findings, but to assist the execu-
tives by giving recommendations which
will facilitate and coordinate the activi-
ties of all departments.

The size of the staff required to
execute these functions is dependent
upon the size and type of the business.
It may consist of only one man or of
a number of men. In the smaller or-
ganization its functions may even be
performed by various members of the
concern who are in charge of line op-
eration, but who have been asked to
assist the general manager in perform-
ing one or more of the foregoing staff
functions. In the larger concern, how-
ever, there are usually certain activi-
ties which are characteristically staff
functions and which cannot be effec-
tively performed except by individuals
who can devote to them their entire
time. There are also certain other staff
functions of a broader character which
can be most satisfactorily performed by
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committees; such, for example, as when
the sub-executives act as a staff to their
common superior, who is a specialist in
his field, and when the major executives
serve as a staff to the general manager.
This is especially true where there are
departments in the organization which
specialize in such matters as costs,
standards, engineering, and commercial
research.

The Development and Construction of
the Basic Functional Organization

Upon completion of the preliminary
survey, when the necessary information
concerning all the functions has been
collected, the next step is the develop-
ment and construction of the basic func-
tional organization for the concern be-
ing analyzed. Here are involved the
recognition, separation, and classifica-
tion of all the proper functions of the
organization into groups according to
character and relationship. The proc-
ess is one of cold scientific analysis, in
which studies are made of all the activi-
ties being performed, in order to de-
termine their functional character and
functional relationship. Its purpose is
to insure that every activity which is
a necessary part of the business is prop-
erly provided for and scientifically
grouped, that no unnecessary duplica-
tion of functions exists, and that all
obsolete functions are eliminated. It
comprises the first actual segregation of
functions, and furnishes the foundation
upon which the basic functional organi-
zation is to be built. The allocation
of functions at this time is made irre-
spective of available personnel, organi-
zation inertia, business conditions, or
other limiting factors. T\m eliminates
the danger that those making the an-
alysis will be so influenced by these
variables that they will be unable to

construct a basically sound structure.
When this classification has been com-
pleted, it is advisable to present the re-
sults on a chart, for purposes of com-
parison and ready reference.

The Construction of the Actual
Organization

With this segregation and classifica-
tion as a foundation, the actual organ-
ization structure to be used in operation
is developed. From the mass of de-
tailed information concerning opera-
tions within the business and the out-
side factors influencing it, there will be
selected those functional groups which
are of such importance or character as
to require direct relations with the gen-
eral manager. These groups will later
constitute the major departments. This
preliminary blocking out of the final
plan is done by the analyst before he
becomes so involved in detail as to lose
that proper sense of proportion so nec-
essary to organization analysis. The
number of such departments under the
immediate direction and control of the
chief executive will depend upon the
size and character of the business. In
a large organization, this number should
run between three and six,̂  while in a
small business the manager may have
eight or ten executives reporting to him
on varying matters. In a large manu-
facturing and selling concern, for ex-
ample, there may be only three depart-
ments reporting directly to the general
manager, the division being made into
the three main groupings of the opera-
tive functions previously suggested,
namely, production, distribution, and
facilitation. Performance of accessory

2 The number may be increased in case certain
staff departments such as legal, research, engineer-
ing, and so forth, report directly to the general
manager.
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functions, such as construction and
plant preparation, if they are not being
handled by outside contract, would re-
quire the addition of a fourth. In the
average business, however, it is usually
necessary to increase this number, either
because of the peculiar conditions of
operation or because of the nature of
the service which the concern is ren-
dering to its public, where certain de-
partments require the immediate atten-
tion of the general manager due to
their importance in operation or the
dependence of major departments upon
them.

The subdivision of these major de-
partments is of equal importance with
their initial establishment. The major
executive in charge of each department
must have not only time to extend his
expert directive ability over his whole
department, but also time to concen-
trate upon its weak points. This can-
not be done unless provision is made
for his delegation of detailed routine
control and supervision. There should
consequently be very few executives re-
porting immediately to the major exec-
utive; likewise a very limited number of
individuals reporting to the executives
under him. This gradual stepping
down of functions and authority, in
opposition to drastic specialization,
should characterize the entire process
of departmental subdivision of non-
routine activity. This type of division
not only makes planning more complete
and facilitates isupervision, but also
eliminates the danger of the overspe-
cialization of executives, where their
ambition is killed by limiting their field
of operation and scope of authority to
such a degree that they are unable to
give expression to their own initiative
and ability or to get the experience nec-
essary to prepare them for higher posi-
tions. Specialization, however, becomes

more necessary and pronounced in the
division of those functions of a routine
and automatic character, which require
less planning and supervision. One
head can consequently direct and con-
trol a greater number of them, pro-
vided that identical routine functions
are divided into groups, and each group
placed under a responsible boss. The
extent to which this process of subdi-
vision can go in any department before
the point of diminishing retums is
reached depends, in a large measure,
upon the degree of standardization and
the amount and type of planning and
supervision required in the various
classes of work that the department is
performing, and upon the location of
the workers over whom supervision
must be exercised. In the average con-
cern, it could profitably be carried much
farther than is the usual practice, until
over every seven or ten workers there
is a boss, with perhaps eight or ten of
these bosses reporting directly to the
same sub-executive. While this mate-
rially increases labor overhead, in a
majority of cases it also decreases costs
through the greater operating efficiency
which is gained through more careful
planning of the work and closer direc-
tion and supervision of its execution.

In making the departmental division
of activities, a number of other points
are to be considered. Division of work
must be made so that lines of coopera-
tion will function freely. This requires
not only that the services which each
department needs from every other de-
partment be known and recognized and
the functions so arranged that these
services can be properly rendered, but
also that interdepartmental cooperation
be given without any executive being
forced to request it. Only by such an
arrangement of contributory functions
can harmony in the personal relations
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of executives be maintauied. Further-
more, wherever close correlation of
similar or related functions geograph-
ically separated is essential, they must
be grouped into a unit under the control
of one individual. Wherever a func-
tional division is made, however, it
must be so constituted that the execu-
tive in charge can not only furnish ade-
quate knowledge for its direction and
control, but can also discharge the re-
sponsibility attendant upon his position
without being overrushed or constantly
o, a tension. It is likewise extremely
important to ferret out all positions
where decisions must be rendered, in
order that the division of functions may
facilitate delegation of the proper
authority to these positions. Equally
essential is the arrangement of func-
tions so that there will be a clear line
of promotion ahead of each position,
making it possible for each individual
to study the work ahead of him. This
increases incentive and obviates the
danger of being unable to fill vacant po-
sitions from within the organization.
Throughout the process of subdividing
the departmental activities, the analyst
must remember that it is within the de-
partment that detail is organized, sys-
tems and routine developed, and, as far
as possible, results made automatic.

Limiting Factors to Be Considered in
Constructing the Final Organization

The subdivision of activities also re-
quires a study of those limiting factors
which must be taken into consideration
in developing a workable functional or-
ganization. A recognition and analy-
sis of these factors is just as important
as a recognition and analysis of the
major functions. The function as an
end in itself is of no value. The di-
vision of functions must be adapted to

the particular conditions which are an
integral part of the business being an-
alyzed. The failure to recognize fully
these limiting conditions and to appre-
ciate their importance is responsible
for the breaking down in operation of
numerous reorganization plans. While
it is impossible to take into considera-
tion, in the present short discussion, all
these influencing factors and relation-
ships, a statement of the more out-
standing ones will help to bring out
their importance.

AVAILABLE PERSONNEL. The first
factor to be observed is that of per-
sonnel, especially executive personnel.
This involves a consideration of the
men available within the organization
and the possible selection of outside
men. While many managers have
achieved marked success through an ob-
stinate belief in plan alone, they have
done so only at the expense of carry-
ing the heavy burden which results
from large executive turnover. Un-
doubtedly, such men could have gained
quicker, and, in many cases, greater re-
sults by giving more consideration to
the available personnel in developing
their plan of organization. Good ex-
ecutives are always rare, and the final
division of activity will often be con-
siderably influenced by the men who are
available to exercise authority and
carry responsibility. The result will
ordinarily be a compromise between
personnel and scientific functionaliza-
tion, but a compromise that does not
disturb the major functional divisions
or the basic principles of functionaliza-
tion. In arriving at the functional lay-
out, the analyst must closely ally his
work with that of those who are to
select the executive personnel, so that
this important factor may not be over-
looked. It must be remembered that
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it is the various executives in charge of
the departments, who, as experts in
their lines, will make the final decision
as to how the individual functions of
their departments are to be organized.

ORGANIZATION INERTIA AND MO-
MENTUM. Organization inertia and
momentum constitute the second limit-
ing factor. These conditions are
largely outgrowths of the historical de-
velopment of the organization, a study
of which is therefore essential before
determining tbe allocation of functions.
In the lirst place, every organization
that has been in operation for a number
of years has developed a certain
amount of inertia which tends to keep
it in a beaten path and which resists
any change from the accustomed plan
or method. The historical develop-
ment of departments and the evolution
of lines of authority are factors which
must be recognized in any scheme of
reorganization. Their hold upon the or-
ganization is tremendous, because they
represent habitual practice, one of the
strongest of the forces controlling men.
To give full value to this historical di-
vision and these established lines of
control, would, Irom a practical stand-
point, virtually eliminate functionaliza-
tion; but to give them no consideration
would introduce intra- and inter-depart-
mental confusion, to overcome which
often requires years of effort. The re-
organization must maintain the smooth-
ness of operation of the old plan, but
this smoothness must now be intellec-
tual instead of habitual. It must be
the result of the simplification of opera-
tion through functionalization. In the
second place, every operating organiza-
tion, in addition to its inertia, has de-
veloped a momentum which carries an
enormous percentage of the load. The
amount of energy required to keep the
2 2 *

organization operating is thereby great-
ly reduced in comparison to the amount
which.would be required were the con-
cern forced to start from a static posi-
tion and again gradually build up its
momentum. To effect the reorganiza-
tion and still not lose that momentum
which carries the business along, the
analyst must introduce all changes and
reforms gradually and tactfully.

DEPARTMENTAL EMPHASIS. The
third factor to be observed is the
amount of emphasis to be placed on the
various departments. It cannot be said
that one division of the business is su-
perior or inferior to another, since each
part is essential. The maintenance of
balance between departments, however,
requires the concentration of attention
upon those activities which the type of
service rendered and the particular
problems faced by the business in ques-
tion make it logical to emphasize. For
example, the company manufacturing
and selling teas and spices which it dis-
tributes direct to the retailer will natu-
rally place emphasis upon sales, since
this is the heart of the problem. For
the same reason, the corporation pro-
ducing and selling steel will devote the
major part of its energy to production,
while the public utility concern furnish-
ing light and power will stress consumer
service. In every case the point of
greatest complication determines where
the emphasis is to be placed. This dê
partment will be more highly specialized
and will receive more attention than any
other department of the organization.
This necessity of emphasizing a particu-
lar division of the business may be the
result of various causes, such as com-
petition, or the particular character-
istics which have become an inherent
part of the business, due to a traditional
performance of certain kinds of service.
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In order tp create a practical work-
ing organization, the ideal arrangement
of functions must in some measure be
modified to allow for all the limiting
factors mentioned above. The most
logical arrangement will be secured by
preserving the relationships scientifically
established until it has been definitely
proved that some degree of modifica-
tion is necessary.

The Classification and Placement of
Functions

The analyst should draw up the
actual functional organization in confer-
ence with those who have assisted him
in the study. The object in view is
an efficient functionalization of the or-
ganization as a whole, and this cannot
be accomplished by taking the organi-
zation to pieces and independently ar-
ranging the functions of the different
parts, assuming that the efficiency of
the whole structure can be judged by
the perfection of these parts. The ob-
vious question is, "How do they work
together?" The fact that each divi-
sion in itself functions satisfactorily in
no sense insures the harmonious cooper-
ation of all divisions operating collec-
tively. A conference between the indi-
viduals who have been engaged in the
study insures the coordination of their
effort in the final functional organiza-
tion. When the classification and place-
ment of functions has been definitely
decided upon, the functional organiza-
tion which the analyst believes to be the
most satisfactory under the circum-
stances should be presented on a func-
tional organization chart similar to
Chart II. This represents the func-
tional organization of Chart I.

It will be noted that Chart II gives
only the departmental divisions and the
main subdivisions within those depart-

ments. The actual work of organiz-
ing the individual functions of the de-
partments should be done by the organi-
zation analyst in close conjunction with
the executives who are to direct and
control them. The detailed character
of departmental functionalization calls
for a familiarity with operation which
only the department heads can supply.
They are the ones who are primarily
concerned with the execution of the in-
dividual functions, and should play the
dominant part in determining how the
segregation and combination is to be
made. As experts in their lines, they
should be more capable than any one
else of determining the allocation of
these functions.

Presentation of the Proposed Organi-
zation Structure to the Operating

Officials

The functional organization plan is
now ready to be submitted to the offi-
cials of the organization for their con-
sideration and criticism. Under no con-
ditions, however, should any of the ad-
ministrators or executives undertake a
serious discussion of the work unless a
representative of those who made the
study is present to explain the theory
back of the findings shown on the chart.
Without this precaution, the work is
liable to unjust criticism and prejudice
resulting from a narrow conception of
the organization problem. The best
method is first to submit the organiza-
tion plan to the executive committee of
the board of directors, the president,
and the general manager, offering to
them a clear explanation of the reasons
for all changes made in the original or-
ganization structure. If this body can
prove to the investigator that, in order
to get best results, the plan which he
upholds must be altered in any respect.
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the changes will be embodied in the
chart.

The revised plan should then be sub-
mitted to a committee composed of the
general manager and all his major ex-
ecutives. The investigator must again
offer to this group a detailed explana-
tion of all changes from the original
structure, after which the subject should
be opened for discussion. The fact
that functions alone, and not personal-
ities, are presented, makes possible an
impartial consideration of the work; in
consequence, the discussion ordinarily
will be both complete and lively. Be-
fore any further advance can be made,
it is absolutely essential that the execu-
tives either approve the major divisions
established or induce the investigator
to make a satisfactory compromise.
When these major divisions have been
definitely decided upon, each individual
division should then be finally reviewed
by those executives who, with the organ-

ization analyst, have made the detailed
subdivision of departmental functions,
so that they may criticize or approve any
changes in these functions which the
analyst has made in order to provide
for interdepartmental relationships.
After this thorough review of the plan
of organization, the final functional
chart, showing how the concern is to
operate in the future, will be drawn
up. Chart III is an example of the
final draft of the general functional or-
ganization chart, embodying the major
lines of responsibility and the changes
made in Chart II during discussion, but
not embodying the detail of depart-
mental functionalization. It will be
noted that the changes are of only a
minor character.

The Personnel Chart

Once the functional organization has
been decided upon, a personnel chart

Chart II

FUNCTWUL GBCANZiOIM CHART



HARVARD BUSINESS REVIEW

showing the individuals in charge of
each of the functions, groups, and so
forth, should be drawn up. The selec-
tion of personnel and the shifting of
emphasis upon different activities to
suit varying conditions are not functions
of the organization analyst, but duties
of the management. It is advisable,
however, to formulate a personnel chart
after the functionalization of the busi-
ness, in order to provide some means
for showing changes in the control of
functions. While the functional chart
remains the same, the personnel chart
is affected by every change in emphasis
upon the various functions, by every in-
crease or decrease in the personnel of
the organization. For example, dur-
ing the recent war, the shortage and
inefficiency of labor caused the addition
of employees in the personnel depart-
ment, thus altering the character of the
personnel chart, although there was no
increase in the number of functions per-
formed. Similarly, when post-war con-
ditions made the reduction of overhead
essential, the first cut was in the over-
inflated personnel force; yet all the ac-
tivities connected with employment and
discharge, training, company service,
and so forth, still remained as proper
functions of the business. It is obvious
that the personnel chart, in order to be
of any value, must be kept strictly up
to date. Most charts of this type are
little more than paper organizations,
either because of improper assignment
of functions to individuals in the begin-
ning, or because of a shifting of func-
tions and individuals after the chart
was made. Since the worth of tbe per-
sonnel chart depends upon its accurate
presentation of the relationships be-
tween those in charge of the various
functions, any change in the authority
and responsibility for these functions
must be immediately embodied in it.

f'alue of Functional and Personnel
Organization Charts

Both the functional organization
chart and the personnel chart are of
primary importance in the concern. The
former compels the general manager,
uninfluenced by his own estimate of tbe
men employed, to regard the whole or-
ganization as an impersonal structure.
By offering a complete list of all activi-
ties, it obviates the danger of overlook-
ing any function in the delegation of
authority and responsibility. The per-
sonnel chart, superimposed upon the
functional structure, "humanizes" this
functional organization. The func-
tional organization chart shows to every
member of the concern the extent of
his authority and responsibility, and the
relation of those functions which he is
performing to the work of the whole
organization. The personnel chart
shows who is responsible for the per-
formance of the functions, and the re-
lationship of each man to the other
individuals in the business. Together,
the two give a definite, visible status
to every function and every member
of the organization. The ultimate
purpose of these charts is to give in an
easily understandable form data which
would be more difficult of comprehen-
sion if expressed in words alone. Charts
will provide at a glance a fund of valu-
able information which could be secured
from written explanations only by con-
siderable study. Graphic presentation,
however, cannot take the place of an
adequate written statement, since in the
latter can be included details, whicb,
if embodied in the chart, would make
it so elaborate as to destroy its value.
A chart is a guide, and tbe simpler its
construction the more useful it will be.
Complexity defeats tbe purpose of sucb
[jresentation.
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The Organization Manual

As the final element, the finishing
touch, so to speak, in the work of func-
tionalization, it is advisable to supple-
ment these charts by an organization
manual. Such a manual can be pre-
pared with little effort and expense,
since all the necessary information has
already been secured by the organiza-
tion analyst and the executives in their
analysis and allocation of all the func-
tions to be performed. The manual
sums up all the results of the study
in a concise and intelligible form. It
is designed primarily for the benefit of
tbe workers, since the average employee
is unable to interpret the functional or-
ganization chart without further expla-
nation of the relationships presented
upon it, or to see the connection be-
tween tbiis chart and the personnel chart.
Witb the aid of the manual, however,
the relationsbip between departments

and between functions within the depart-
ments is made clear to him. The scope
of the authority and responsibility of
each position and individual listed on
the personnel chart is accurately defined
for his benefit. To sum up, the organi-
zation manual explains in detailed form
the grouping of functions and lines of
authority which the functional organiza-
tion chart can present only in outline,
and fixes definitely the limits of individ-
ual control which are graphically shown
only when the personnel chart is super-
imposed upon the functional organiza-
tion chart. Through the manual, the
charts are made more intelligible to the
worker, who can with its assistance
clearly distinguish his own position and
duties and their relation to those of
every other member of the organiza-
tion. The formulation of tbe organiza-
tion manual, then, marks the final step
in the complete functionalization of the
business.

Chart III
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Conclusion

The detail involved in functionaliza-
tion leads many managers to believe
that they alone can analyze the peculiar-
ities and requirements of their particular
concerns, since they have the most
minute knowledge regarding all the
activities of their concerns. It is in
this familiarity with the detail of the
organization, however, that the difficulty
lies. The manager has become so ac-
customed to certain habitual divisions,
which may have developed with little

regard for the proper functions, that
he is usually unable to visualize the
organization as a whole and to develop
the proper relationships between its
parts. The only safe method is to call
in a specialist to direct the work. Just
as any function of the business needs
an expert to perform it, so does the
original functionalization need, for its
successful accomplishment, the man who
has been trained for the work, the
thoroughly qualified organization an-
alyst or industrial engineer who pos-
sesses both knowledge and judgment.
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