
EllNEST DALE

Some Foundations of
Organization Theory

Having concluded that too m,uch of organization theory offers
little practical guidance to the manager, a well-known student
of organization challenges his colleagues to draw more fully
from experience to find guides that may he expected to work
reasonably well in comparable situations.

Organization," as applied by the specialists
) groups of human beings, may be defined as
method of breaking down broad and over-
helming tasks into manageable and pin-
ointed responsibilities and at the same time
isuring coordination of the work. Using the
;rm in a broader sense (to include aspects of
lanagement), the great classical economist,
.lfred Marshall, raised organization to an
qual place with the three traditional factors

production—land, labor and capital. And
ven in the more restricted sense in which the
I'ord is used here, organization may, deserve
hat status, for no widespread use of land,
ahor, and capital is possible without some
orm of organization.

Organization charts and job descriptions
irovide a map of the major features of an or-
janization structure. Ideally, they insure that
veryone knows the extent of his organizational
hox" and his powers, and they set up clear
es of accountability. Thus, relationships

"Hong groups and individuals are clear; every-
«ie knows who his boss is, what hat he is to
vear on what occasion, and on whose team he

playing and for what stakes and for what
'oals.

But charts and job descriptions cannot pro-
vide much help—except insofar as they are an
aid to memory and visualization—with the
real problems of organization: What is the best
way of dividing the work to achieve objectives
and reduce conflicts? \^1io should be whose
boss and what should be the structure of power
relationships? How much responsibility and/
or authority should be allocated to each posi-
tion? What forms of organization will insure
that each individual can utilize his powers to
the full? How can coordination toward goal
achievement be accomplished? And how can
organizations be changed?

It is with questions like these that organiza-
tion theory must be concerned if it is to be of
help to those who deal with concrete problems.
The purpose of this article is to re-emphasize
some criteria which may aid in assessing the
value of the growing body of work on the
subject and to suggest certain methods of
studying business organization.

THE UNIVERSALIST APPROACH

In large part, the search for theory has been
a search for principles and concepts that can
be universally applied to all organizations.
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Two well-known writers on organization state,
for example:

" . . . it is now possible to develop a tbeory
of management applicable to all executives
in all occupations . . . tbe principle implies
tbat managerial knowledge and experience
are transferable from department to depart-
ment and from enterprise to enterprise. Mer-
cbandising executives may be sbifted to
manufacturing; tbe military commander to
peaceful pursuits; foremen from flour mill-
ing to warebousing; and production man-
agers to sales. To tbe extent, bowever, tbat
tbeir tasks are managerial ratber tban tecb-
nical, and witb tbe proper motivation, exec-
utives will employ tbeir skill as well in one
occupation as in tbe other.""

Henri Fayol (1841-1925), perhaps tbe most
famous of the organization tbeorists, also
tended to stress tbe universality of bis princi-
ples, among wbicb were:

1. Tbere must be specialization,
2. Responsibility is a corollary of author-

ity.
3. There should be unity of direction—

one head and one plan for each activity.
4. Tbere sbould be "unity of command"—

eacb person in tbe organization should have
only one boss.*

These perbaps form tbe basis of tbe most
generally accepted traditional organization
tbeory—insofar as it exists in the form of uni-
versals—and tbey bave been added to or am-
plified by many otber writers, including Lyn-
dall Urwick, V. A. Graicunas, Alvin Brown and
many otbers. Graicunas, a Litbuanian manage-
ment consultant, bas appended the definite
principle of tbe "span of control"—tbat is, tbat
no one person sbould supervise tbe activities

' Harold Koontz and Cyril O'Donnell, Principles of
Management: An Analysis of Managerial Functions,
Second Edition (New York: McGraw-Hill Book Com-
pany. Inc., 1959), pp. 42-43.

' Henri Fayol, General and Industrial Management
(London: Sir Isaac Pitman & Sons, Ltd., 1949),
especially pp. 19-26.

of more tban five, or at tbe most six, othei
individuals whose work is interrelated." It has
also been largely accepted tbat a "sbort chaij
of command" or as few layers of supervision
between tbe top man and tbe rank and file as
possible are desirable.

Tbat tbe last two principles are to some ex-
tent contradictory (probably tbe only way tie
span of control can be reduced is to insert
more levels of supervision) is not an insuper-
able obstacle in practice since the organizer
can seek a compromise in the ligbt of circuni
stances.

However, if organization tbeory is to be use-
ful, it must meet barder tests than tbat of com
plete internal consistency. Tbe principles niav
perbaps be seen in better perspective if viewed
in tbe ligbt of Milton Friedman's excellent deU-
nition of a good tbeory:

"A tbeory is 'simpler' the less initial
knowledge is needed to make a predictioi)
witbin a given field of pbenomena; it is more
'fruitful' tbe more precise tbe resulting pre-
diction, tbe wider the area witbin wbich the
tbeory yields predictions, and tbe more addi
tional lines for furtber researcb it sujrgeft̂
. . . Tbe only relevant test of tbe validity
a hypothesis is comparison of pre|lictions|
with experience.'" - ' • 4

The difficulty of experimentation, measurf I
ment, or testing of problems involving muJtifl' I
factors does not appear to be a sufficient excu?'
for tbe "soft" sciences to avoid tbe develop ]
ment of bypotbeses wbicb may be used
make predictions. At tbe edge of knowledge
tbe "bard" sciences face similar metbodologi f
cal difficulties, and unconventional researcher'!
may obtain recognition in tbe bard sciences bv
successfully testing tbe degree and accuracy o'

"V. A. Graicunas, "Relationship in Organization-'
Papers on the Science of Administration, ed. Lut!iff[
Gulick and L. Urwick (New York: Institute of P
Administration, 1937).

' Milton Friedman, "The Methodology of Posili'
Economics," Essays in Positive Economics (Chica?« |
Chicago University Press, 1953), p. 10 and tiie
lowing.
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p iiction their theories provide. But students
0 r^anization who do not altogether ignore
le matter of prediction have a tendency to
row up their hands and either to confine
lemselves to explaining changes by hindsight
r to indulge in subjective speculation for
hich there is no test of validity at all. But the '
principles" of organization—if they are to
eser\e the name—should yield fairly accurate
redictions. They should work. Assuming ac-
lrate prediction, use of the "short span of
ontrol" principle, for example, or limiting
e chief of a series of complicated inter-re-
ted functions to five or fewer subordinates
lould give the most efficient results. But in
ich a definite form the principle obviously
oes not correctly predict—numerous excep-
ons to it could be cited.
Actually tbe universalist position on the

lort span of control is probably derived from
le British general Sir Ian Hamilton, who
rote in his memoirs. The Soul and Body of

Army, "The average human brain finds its
fective scop)e in bandling three to six other
ains."

Sir Ian was himself, as the commander at
allipoli in World War I, an outstanding vic-
m of his own universalist dogmatism. There
as an abysmal lack of prop>er staff-command
aison at the time of the actual landing on
pril 25th, 1915:

"Hamilton chose to immure himself in the
conning tower of the Queen Elizabeth and
thereby be cut himself off both from his
staff and from direct command of what was
happening on shore. All tactical authority
Was handed over to his two corps command-
ers. Since these two officers also remained at
sea through the vital hours of the day, they
too were without accurate information. No
senior commander had any clear picture of
the battle.

"One pathetic shortcoming was the utter
lack of coordinated staff intelligence in the
«arly landing. The forces on 'Y' Beach were

equal to a number sufficient to encircle the
Turks and to change a bloody massacre into
a quick and brilliant victory. However, they
were uninformed and unaware of the true
situation. They were thus helpless to initiate
any action. Paradoxically, two colonels
landed in the area and each believed himself
to be in command.""

Tbe kind of dogmatic universalism exempli-
fied by Hamilton's dictum tends to communi-
cate itself to the folklore of organization. I
learned of an interesting example of this when
I was preparing Planning and Developing the
Company Organization Structure.' In seeking
analysis of best exp>erience, I interviewed Gen-
eral Eisenhower, who was then President of
Columbia University. He reported that the
trustees had appointed a management consult-
ing firm to review the University's organiza-
tion structure and make recommendations for
change. On learning that Nicholas Murray
Butler, who had been president at the time of
the study, had a span of control of 132, the con-
sulting firm recommended among other things
that the new president, whoever he might he,
should have only a span of control of three.
When this recommendation was presented to
him, Eisenhower demurred. He felt that the
very essence of his contribution would be his
ability to handle a large number of subordi-
nates, to inspire them and weld them together.
In World W^r I he had been in charge of
supply of a regiment. By insisting on a larger
span of control than his competitors, he had
been able to inspire more subordinates, stay
close enough to actual events to identify par-
ticularly good and bad performance, and un-
tangle more "puzzlements" than his rivals. As
a result, his performance was much superior.

Similarly in World War II, by keeping a
long span of control, so contrary to Sir Ian

"Alan Moorehead, Gallipoli (London: Hamish
Hamilton, 1956), p. 117.

" Ernest Dale, Planning and Developing the Com-
pany Organization Structure (New York: American
Management Association, 1952).
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Hamilton's practice, Eisenhower was able to
exert much more of his integrating influence—
successfully—than would otherwise have been
the case. He concluded that the span of control
cannot be determined by a brief statement and
that its extent should depend not only on dif-
ferences in personal factors, but also on organi-
zational aids (like the general staff). Hence
the consultant's report at S80,000 was, he said,
"the most expensive and least read book the
University ever acquired."

This judgment does not necessarily apply to
the whole consulting report, but it does raise
the question whether the universal principles
do not suffer from being either too brief and
untrue or too obvious and true. When the
former charge holds, it surely behooves the
universalists to refine their hypotheses, test
them and refine some more, rather than mis-
lead the innocent and repel the knowing.

To cite an instance of a principle's being
too obvious and true, the principle of "speciali-
zation" is so broad and so obvious that it is of
little use as a guide. It does not tell us whether,
under given circumstances, more or less
specialization will produce better results.

Again, few might quarrel with the principle
that each activity should have unity of direc-
tion or with the view that each person should
receive orders from one boss only. (One of
those few was, of course, Frederick Taylor,
who suggested that each employee take orders
from several functional foremen, an idea not
taken seriously in industry today.) But the
problem of the organizer is to identify the
activities that should be grouped together
under single direction or single command, and
for this the principle provides no help.

Finally, it is quite obvious that "authority
and responsihility should be equal," but the
principle which states this affords little help
in measuring one against the other. For ex-
ample, if a foreman is responsible for obtain-
ing a certain amount of production, it might
be argued ihat he should have unlimited au-

thority to hire and fire the men under him. Ye|
very few companies find it feasible to allo«
him that much authority today.

Much time has been and could be sj>ent
arguing the fine points of each of the "pri
ciples," but this is not much more helpful thai
arguing, like the medieval theologians, ahout
how many angels can dance on the head of a
pin.
/ Sometimes a principle is merely a hypothesis
or a hunch, or rather a gleam in the eye of a
writer, who endows it with universal trutl
without bothering to verify it. Or the writei
may have observed a particular set of circum-
stances at a particular point of time—in
hospital, say, or among a group of like-mindei
fellows—and rushed to apply his observation
universally, taking no account of the influence
of such factors as technology, market and per-
sonality. He omits them often because he is no
aware of them or cannot handle them. Thus hi
is attempting to apply a principle developei
from observation of one situation to others tha
are not at all comparable to it._ The universa
where they appear to be important, may oftei
not be true, and when true, may not be im
portant. We all know of the functions of man
agement in which all managers engage to i
greater or lesser extent—planning, control, or
ganizing, staffing, and direction. We may sai
that Sewell Avery of Montgomery Ward
Alfred P. Sloan Jr. of GM, Charles Luckman
formerly of Lever Brothers, Sir Jehangi
Ghandi of Tata Iron and Steel in India
Mikoyan of Russia, the free-enterprise peanu
seller in Wall Street and the Cardinal in chargi
of administration in the Roman Catholii
Church all pursue the universally exprefsei
functions of managers. But what a world o
difference in the way they do it, both in ain
and method! Only a deep empirical stud]
could uncover the differences and similarit

Actually we may have to be modest in
expectations of organization theory, and »'
tempt to find, not generalizations that >>''
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ipply to all types of organizations, but in-
ermediate guides tbat may be expected to
rork reasonably well in reasonably compar-
ihle situations. Wbat, tben, is available to meet
his more modest expectation ?

THE COMPARATIVE APPROACH

Some of tbe best answers may be derived
rom tbe comparative metbod of studying or-
janization, an approacb wbicb is concerned
wiih tbe recognition and description of funda-
nental similarity or essential likeness among
lifferent organizational structures. Tbe collec-
ion and analysis of similarities may yield
general conclusions tbat can be applicable to
sther similar or comparable situations, as a
neans of predicting or explaining tbem.

Tbe value of tbe comparative metbod is tbat
t attempts to delineate tbe area to wbicb gen-
!ralizations apply and tbe circumstances under
ivhicb tbey bold true. Ratber tban attempt a
lopemican or Einsteinian approacb tbat is all-
mbracing and explains all organizations in a
ew brief statements, tbe comparative metbod '
it its best is used to formulate generalizations
m more limited organization problems, sucb
IS the impact of decentralization on adminis-
rative expense, tbe consequences of "Caesar
nanagement" (one-man control) on tbe de-
velopment of management potential, or tbe im-
pact of an "egalitarian" or committee structure
on top management effectiveness.

The generalizations may be deductive (i.e.,
iroceeding from bypotbeses to test in actual
situations), inductive (proceeding from ob-
•ervations of specific events to generaliza-
lons), or a combination of tbe two metbods

• be employed. Tbe limited generalizations
arrived at by eitber metbod are tested. In tbis

', it may be possible to arrive at guides tbat
make possible predictions, if only in very

Wilted areas, provided tbe differences among
he organizations compared are taken into ac-
•ount and tbe necessary adaptations made.

If comparative studies of organization are

to be useful, bowever, tbey must meet certain
requirements. Among tbe more important of
tbese requirements, and often easy to overlook,
are tbe following:

1. A Conceptual Framework. Tbe researcber
must select tbe variables to be observed in
different situations. Tbese variables may be of
many diflerent kinds. Organizations can be
studied, for example, in terms of functions:
wbat functions must be performed, and wbat
autbority and responsibility are necessary for
tbe performance of tbem? Or classifications of
otber types migbt be considered, sucb as (a)
tbe place wbere tbe work is done; (b) tbe time
at wbicb work is done; (c) tbe persons with
whom work is done; (d) the things upon which
work is done; and (e) the metliod or process
by wbicb work is done." For example. Profes-
sor Sune Carlson conducted such an analysis
of tbe working conditions and metbods of 12
cbief executives of diflerent companies, taking
quantitative measurements and correlating re-
sults in terms of work efficiency." Or compari-
sons migbt be made between different types of
cbief executives, tbrougb tbe use of a typology,
sucb as Ericb Fromm's division of individuals
into several types: receptive, boarding, ex-
ploitative, marketing, and productive.' Study
of cbief executives on tbis basis migbt enable
one, perhaps, to draw some inferences about
tbe types of organization structure eacb is
likely to bead. Perbaps an exploitative cbief
executive migbt tend to mold tbe organization
into an instrument designed to afford bim
maximum personal power; or tbe boarding
type of executive to produce a structure cbar-
acterized by rigid orderliness.

Finally, one migbt test a hypothesis, or
series of b}^otbeses. For example, tbe bypotb-
esis of tbe increasing sbortness of tbe span of

' Chester I. Barnard, The Functions of the Executive
(Cambridge: Harvard University Press, 1938), pp
127-132.

"Sune Carlson, Executive Behavior (Stockholm:
Strombergs, 1951).

"Erich Fromm. Man for Himself (New York: Rine-
hard & Co., 1947), pp. 50-117.
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control as one goes up the managerial hier-
archy might he tested in comparable situa-
tions,'" though this may be a cumbersome and
difficult job.

2. Comparability. The description and an-
alysis of the similarities of different systems
must also take account of the differences
among them, for the latter may he so great as
to make comparison meaningless.

Comparison will be of no value unless there
is a fundamental similarity between the two
objects to be compared. This is illustrated by
the famous story of the union organizer who
demanded that the company give a pay in-
crease to pregnant women workers because
other comparable companies were doing so.
Negotiations were about to be broken off be-
cause of the intransigence of both parties until
someone analyzed the labor force and found
there were only five women, all of whom were
over 60. Hence we must carefully define the cir-
cumstances with which we are dealing and
clearly define the elements of difference and
their approximate inffuence on results.

3. Objectives. There is no way of evaluating
the results of comparative work except in terms
of the purpose or objective of the organization.
It may be profit maximization, economizing,
power, morale, happiness or a combination of
these. It can probably be shown that those who
know what they want to organize for are more
successful than those who do not.

Sometimes, however, those who are ex-
plicitly successful in achieving what they set
out to do are criticized by others who, without
saying so, are actually assuming goals for or-
ganization quite different from those the or-
ganizer had in mind.

Some organization "engineers" are apt to
assume that good-looking organization charts
are ends in themselves, that their job is done
when the organization boxes look symmetrical
or fit into a pyramid or look "flat" and so
forth, that deviation from their "symmetry"

'" Ernest Dale (see note 4), pp. 56-60.

is heresy. Again, some organization studies
from the "human relations" point of view (
pact of organization on p)eople) have been criti-
cal of formal organization theory and structure
because of the inhibition, unhappiness, frustra-
tion which they have observed in individuals
working within such a structure. These critics
often fail to take into accoimt that organiza-
tions may have goals other than that of good
"human relations."

4. Validity. The comparisons made and tlie
conclusions drawn must be valid. They should
be applicable on the assumptions made and
under the conditions postulated. There is noth-
ing wrong if these are restrictive or if initial
results are inconclusive hecause the data are
inadequate—provided this is clearly stated.
For as descriptions and analyses are refined
and carried further, as data increase and im-
prove, the implications or tendencies may be-
come widely applicable or be revised.

Tbese, then, are among the prerequisites for
useful comparison of organization structures
and provide a framework for testing theorv
and tentative generalizations which may ex-
plain why organizations behave the way tli( i
do, perhaps predict or delimit the way in which
they will behave. In this way one may leani
the lessons of experience without the large cost
of undergoing it. And the comparative method
is of practical value in descrihing what a par-
ticular organization does.

The comparative approach can be applied to
studies of institutions, functions, and ideol-
ogies. An example of its application to a
human institution would be a study which
analyzed different phases of the organization
of the same company either historically
simultaneously. Or the organization of differ-
ent companies with similar products or activ-
ities could be analyzed for similarities ano
differences. An inter-industry study could abf"
be made (although it would he much nion
difficult) in which different companies in di-
ferent industries were compared. And, finall}
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difficult of all would be to compare ways
of organizing activities in altogether different
fields, among which there would be an even
wider diversity of objective—business, mili-

r}', government, church, etc.
Another type of comparison of value and

importance would be among the organization
of different functions of the same or different
undertakings—forecasting, planning, staffing,
directing, coordinating, controlling, communi-
cating, etc.

And finally, the organization ideologies or
systems of thought of different countries and
different thinkers can be compared.

EXAMPLES OF
COMPARATIVE APPROACH

We find examples of the comparative method
of studying organization wherever men have
analyzed how the challenge of organizing co-
operative effort may be met. The ancient re-
ligious works, sagas, stories and histories are
full of such analyses.

Ibn Khaldun

One of the first systematic expositions of the
comparative method for the purpose of study-
ing organizations and drawing conclusions
ahout them was conceived brilliantly (and per-
haps is applicable still) by tbe Arab historian
Ihn Khaldun, advisor on organization and
political action to kings and caliphs in North
Africa and Spain during the fourteenth cen-
tury. Khaldun ran into the usual vicissitudes
encountered by consultants—be was ousted by
rival consultants, and he worked for rulers who
did not appreciate his sage counsel (one of
them had his own head chopped off because
he did not heed Khaldun's predictions).
Khaldun instructed the feared Asian con-
queror Tamerlane and kept him at bay. Then
he retired and put down in writing his experi-
ence and his reffections on the body of the

existing literature, the works not only of

the Arab writers, but also of the Greek
philosophers."

Ibn Khaldun felt that an understanding of
organization must proceed from external data,
transmitted from the past or personal experi-
ence, to the explanatory or demonstrable
knowledge of their cause and nature. Accord-
ing to Ibn Khaldun, organization can help to
produce a rational regime which works for the
common good or one that works for the selfish
goals of its chief. To find the most suitable or-
ganization, he believed, one has to proceed
from the known (that is, self-evident or demon-
strable truth) toward the unknown. Such
knowledge would at first be purely practical
and based on experience, acquired through re-
peated trial and error and long practice during
which men would find out the right way of do-
ing things—whether of producing goods or of
ordering their political and social relations—
and the wrong ways that should be avoided.

Methods of improving organization, he said,
can be studied through "the science of culture"
which examines different types of society in
order to ascertain historical events and rectify
historical reports. Studying the organizations
of different societies he found that "the final
cause is different from the formal cause" (e.g.,
informal from formal, actual from propagated,
deed from word). Substantial errors tend to
creep into historical accounts of changes in
societies or organizations, because of such
things as partisanship, over-confidence in
sources, failure to understand the intention of
reports, unfounded credulousness, failure to
imderstand events in their proper contexts and
interest in gaining favor with the powerful and
influential.

Once the facts about a society or an organi-
zation are ascertained comparison can begin.

"Ibn Khaldun, The Mugaddimah (New York:
Pantheon Books, 1958), 3 vols.; H. Trevor-Roper, "Ibn
Khaldun and the Decline of Barbary," Historical
Essays (London: Macmillan, 1957) ; Walter J.
Fischel, Ibn Khalddn and Tamerlane (Berkeley: Uni-
versity of California Press, 1952).
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Ibn Kbaldun advocated tbe most nearly perfect
society or organization as a yardstick for com-
parison witb otber societies and organizations.
And be undertook numerous studies toward
tbat end. He tried to arrive at "principles"
witb tbe belp of "rationally demonstrated"
sciences, like psycbology, geograpby and
climatology.

He concluded tbat one must study growth
in organization and that in tbis way its future
course can be predicted. Like natural organ-
isms, an organization bas a beginning, and it
grows and develops and comes to an end. It
reacbes an optimum point and a natural limit
beyond wbicb it cannot develop.

"As the prophet dies and the generation
which bad known bim and was directly in-
ffuenced by bim passes away tbe miracles
are forgotten and tbe impact of tbe extraor-
dinary feats starts to decline . . . once tbe
inner impulse vanishes . . . dynamic reality
ceases to exist . . . tbe regime is bound to de-
generate into natural rule serving tbe lower
impulses of whoever happens to be tbe
stronger.""

But according to Kbaldun, predicting tbe
future course of organization is difficult be-
cause of tbe multiplicity of causes and because
of cbance and fortune, wbicb are really only
names given to bidden causes.

Henry Vamum Poor
One of tbe first American examples of com-

parative organization analysis is tbat of tbe
railroads by Henry Varnum Poor. Poor was
editor of tbe American Railroad Journal from
1849 to 1862 and collaborated witb Daniel C.
McCallum, superintendent of the Erie Railroad
from 1854 to 1857.

As explained by A. D. Cbandler,'"" tbe rail-

" Muhsin Mahdi, Ibn Khaldun's Philosophy of His-
tory: A Study in the Philosophic Foundation of the
Science of Culture (London: George Allen and Unwin
Ltd., 1957), p. 268.

" A . D. Chandler, "Henry Vamum Poor, Philoso-
pher of Management," Men in Business; Essays in the

roads, wbicb were expanding rapidly in the
mid-19th century, were the first business or-
ganizations to find tbat operations on a large
scale posed problems different not only in de-
gree, but in kind, from tbose encountered in
smaller enterprises. Tbe principal problem,
Poor and McCallum agreed, was tbat on a rail-
road 500 miles in length some sort of system
must replace the personal attention a superin-
tendent could give to a small road 50 or 60
miles in length. "We believe tbat tbe science oi
management is tbe most important in its bear-
ings upon tbe success of tbe American rail-
roads—tbat it includes facts and principles
which are deserving of a fuU statement and
elaborate discussion," Poor wrote in tbe Amer-
ican Railroad Journal. And be identified three
principles, wbicb be called "organization,''
"communication," and "information," point-
ing out tbat organization—or tbe careful divi-
sion of work—was tbe most fundamental of
all. Tbe system sbould be designed, be said, to
insure tbat eacb man's time was fully utilized
and tbe railroad's capital equipment kept in
service as mucb of tbe time as possible. ''Com-
munication" was defined as a reporting system
tbat would keep management informed of the
way in wbicb operations were proceeding, and
"information" as tbe knowledge wbicb analy-
ses of tbe reports would provide on possihle
metbods of improving operations.

Poor and McCallum were close personal
friends, and as superintendent of tbe Erie, Mc-
Callum was in a position to put Poor's ideas-
wbicb were drawn from bis own experience,
into full effect. He was, perbaps, tbe first man
in American business to draw up an organiza-
tion cbart. Tbis be constructed in tbe form of
a tree witb tbe president and tbe board of di-
rectors as tbe roots, tbe five operating divi-
sions and tbe service departments as branches,
tbe subordinate superintendents and employees

History of Entrepreneurship, ed. William MiH''
(Cambridge: Harvard University Press, 1952).
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•he leaves. He provided for "communica-
tion ' by instituting a system of daily reports
from conductors, engineers, and station agents,
from which monthly reports were compiled by
division superintendents and analyzed to pro-
vide "information" as Poor had defined it.

McCallum also laid down the duties and
powers of the various positions and deter-
mined their grades, which in turn determined
the salary levels. And he set forth the so-called
"scalar principle," or need to follow the chain
of command, by prescribing that subordinates
could communicate with the top executives
only through their immediate superiors. He
also developed the "principle" of "unity of
command" by insisting that "all subordinates
shall be accountable to and be directed by their
own immediate superior only; an obedience
that cannot he enforced where the foreman in
immediate charge is interfered with by a sup)e-
rior officer giving orders directly to his suh-
ordinates.""

McCallum's system did improve efficiency
remarkably. It eliminated duplication of work
and made it possible to cut down the number
of employees. Systematization also made pos-
sible a considerable reduction in the numher
of engines lying idle.

There were, however, some offsetting diiE-
culties. The subordinate managers and em-
ployees found the system restrictive and the
Erie suffered more from strikes than other
roads. This led Poor to consider the possihle
ill-effects of too much routine and to urge
greater ffexibility. He also concluded that part
of the difficulty stemmed from the fact that the
higher executives were ill-informed about the
jobs lower down and unacquainted with the
actual operating techniques.

Carrying these ideas even further, he sug-
gested a revolutionary change in organization.
Since the stockholders and their representa-
tives, the directors, had neither the time to
acquire the necessary technical knowledge, nor

"A. D. Chandler (see note 13), p. 262.

£iny interest in acquiring it, he suggested that
the owners lease the roads to technically com-
petent managers for a fixed rent and allow the
resulting gain or loss to accrue to management.
He also favored publication of complete finan-
cial data, similar to that later required by the
Interstate Commerce Commission and the Se-
curities Exchange Commission.

The railroads, however, were governed hy
financiers who were not disposed to issue re-
vealing financial statements. McCallum was
forced to resign in 1857.

Harrington Emerson

Another contributor to the comparative
study of organization also drew on railroad
experience. He was Harrington Emerson, who
was active some fifty years ago. Like Poor, he
was an erudite and scholarly man who wrote
widely and had much influence. He was inde-
pendent of the scientific management move-
ment, hut had done extensive work on rail-
roads as an efficiency engineer, and his testi-
mony in the Eastern Railroad case to the effect
that the roads could save "a million dollars a
day" made him nationally known.

His important contribution to organization
arose in part from his studies in Germany,
where he was greatly impressed with the Ger-
man general staff's planning of the successful
campaigns of 1866 and 1870-71. In his hook
on efficiency,'" he concluded that:

"It is Von Moltke's greatest claim to fame
that he perceived the deficiency of line or-
ganization in the army and supplemented it
with the general staff which made the Prus-
sian army the marvelously supreme organi-
zation it became shortly after 1860. The
theory of a general staff is that each topic
that may he of use to an army shall be

"^ Harrington Emerson, Efficiency as a Basis for
Operation and Wages, 4th Edition (New York: The
Engineering Magazine Co., 1919), Chapters III and
IV; see also his (Chapter XVI of The Twelve Principles
of Efficiency (New York: The Engineering Magazine
Co., 1912).



80 CALIFORNIA MANAGEMENT REVIEW

Studied to perfection by a separate sjiecial-
ist, and that the combined wisdom of those
specialists shall emanate from a supreme
staff" {Efficiency, pp. 59-60).

But Emerson admitted immediately the need
for adaptation of military general staff to the
differing needs and circumstances of other ac-
tivities;

"Yet even Von Moltke's marvellous com-
bination of old line and modern staff could
not be adapted without change to railroad
or manufacturing activities. Its deficiency
lies in the fact that the members of the line,
who are many, are excluded from intimate
relations with the staff, which is numerically
so weak.... In the last analysis the man in
the line, the man down at the bottom of the
line, meets with the difficulties, and he is the
one who most needs staff assistance for his
special case" (pp. 63-64).

In addition to this special staff assistance,
Emerson observed from his many studies of
the military, the railroads, and manufacturing
the need for coordination of these staffs:

"Modern organizations are defective be-
cause they individualize instead of general-
ize their staffs. The president of a railroad
or of a manufacturing plant apportions du-
ties among several vice presidents, each of
whom takes up a line of duties. This is neces-
sary, but in the old days in the palace of
Pharaoh it is not stated that the chief butler
organized a staff with a head baker, or that
the head baker organized a staff with a head
butler. Each vice president, of course, re-
quires a staff of his own for his special line
of duties, but there are general needs which
are the very fundamentals of strong organi-
zation, and these needs should be under gen-
eral staff officers, all of whose aggregated
wisdom should be available to guide, not
only the president and vice-president, but
also each subordinate official down to the
lowest man on the line. Because there is no

general staff of this kind, each official dovi'
to the worker attempts, more or less awl,
wardly, to create his own general, as well a
his particular staff.... One of the defect
of this kind of organization is that the stall
of the different officials are not correlated
(pp. 64-66).

At a later point Emerson compared the main
tenance expenses of two railroads, one with
staff assistance, the other without it. He found
that the costs of the former were less than 5(i
per cent of those of the latter and the stali
costs were only $10,000 on total outlays o;
$305,000.

Elton Mayo

Then in our own day, Elton Mayo's influence
on organization through his famous Haw-
thorne Studies has spread as far as Ibn Khal-
dun's did earlier. Like Ibn Khaldun's, Mayo's
theories were comparative in origin. It was
experience which disproved one hypothesb
after another. (Mayo's typology of experimen-
tation had been initiated by Max Weber in a
textile factory before World War I.) The final
conclusion was unexpected and profound in
its impact. All the changes deliberately intro-
duced to influence the output of a group of
girls were as nothing to the spontaneity of co-
operation of a group working informally to-
gether, a group completely changed in its atti-
tude toward work when its members ceased to
be separate cogs in a machine. Like Ibn Khal-
dun, Mayo emphasized the primacy of the
social function, the relationship of rulers or
managers as one to groups rather than to indi-
viduals, the need for recognition, security and
a sense of belonging as more important in de-
termining morale than physical conditions of
work.

Mayo's researches remain revolutionary and
are extremely important to the study of or-
ganization. His findings are well known, and
have been tested many times by different in"
vestigators, in different countries. His method
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. as be described it, "knowledge-of-acquain-

tance," based on direct experience, ratber tban
"knowledge-about," based on reffection and ab-
stract tbinking. But even tbougb be seemed to
deny it, be did bave a frame of reference. It
is bis omission to state it and bis implied values
or objectives tbat make bim subject to criti-
cism. For, to summarize very rougbly. Mayo
preferred tbe non-economic to tbe economic
values, be preferred to work in an atmospbere
of peace ratber tban disagreement—even if
this was peaceful disagreement. He seemed to
he concerned witb maintaining and strengtb-
ening tbe role of entrencbed management as a
more or less unassailable elite. Beyond tbat be
largely ignored tbe role of bigber management,
disdaining its formal relationsbips and omit-
ting its informal aspects.

Elliott Jacques

Tbese omissions and otbers were remedied
to some extent by Cbester I. Barnard in his
Functions of the Executive, Herbert A. Simon
in his Administrative Behavior, Kenneth E.
Boulding in The Organizational Revolution, all
considerable contributions to organization.
But they were based largely on "knowledge-
ahout" rather than on tbe direct experience
vhicb Mayo advocated. Tbat gap was filled
for tbe first time—and very belpfuUy to man-
agement—by a ratber neglected Britisb group
of medical psycbologists and analysts under
the leadersbip of the medical psychologist. Dr.
Elliott Jacques."

Curiously enougb, bis book bas not been
given mucb attention in tbe United States. Yet

is based on a profound understanding of tbe
technological problems of tbe organization of
tne Glacier Metal Company and tbe splits pro-
duced by cbanges in technique, size, personal-

and specialization. The analysis is con-
ducted partly in terms of individual and group
psychoanalytic theory, within a sociological
(rarsonian) framework. Solutions are hased

"Elliott Jacques, The Changing Culture of a Fac-
"n (London: Tavistock Publications, Ltd., 1951).

in part on past historical experience and a
comparison of wbat executives say and do and
of outward manifestations witb unconscious
springs of action, as well as on a systematiza-
tion of formal corporate policy and organiza-
tion structure.

Elliott Jacques' follow-up work on Measure-
ment of Responsibility^' similarly avoids the
usual pitfalls botb of mecbanistic (and bence
supposedly scientific) systems and tbe effusion
of good will. It approacbes organization di-
rectly, in terms most likely to be operational
for all parties concerned. Briefiy, Jacques rec-
ommends tbat tbe level of pay and bence tbe
organizational level of an executive be deter-
mined by tbe lengtb of intervals during wbich
he is free to act, i.e., does not bave to cbeck
witb bis superior. Tbis system of salary ad-
ministration appears to minimize tbe uncon-
scious resentment aroused by tbe lack of equity
and measurability of otber approacbes. It
tberefore goes to tbe real ratber tban tbe super-
ficial root of some problems of organizational
and economic relationsbipis.

London School of Economics:

Business Enterprise

Tbe most powerful support for tbe compara-
tive approacb bas recently come from tbe
study. Business Enterprise," itself an example
of tbe comparative approacb. Tbis is probably
tbe most tborougb study of business organiza-
tion so far made. It is based on over ten years'
work, and partly on evening seminars on prob-
lems in industrial administration beld at tbe
London Scbool of Economics. Tbe seminars
included among tbeir members top tbinkers
on organization—university professors, post-
graduate students, businessmen and govern-
ment officials. Tbeir backgrounds ranged from
science and tecbnology to accounting, econom-
ics, law, marketing and personnel, from small
to tbe largest international companies. Some

" Elliott Jacques, Measurement of Responsibility
(London: Tavistock Publications, Ltd., 1956).

" R. S. Edwards and H. Townsend, Business Enter-
prise (London: Macmillan, 1958).
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200 papers reviewing the development and or-
ganization of particular firms or groups of
firms were analyzed.

After a tremendously detailed and thorough
analysis, the authors conclude that there are
no universal patterns of organization (see for
a similar conclusion R. V. Clements' thorough
study The Managers, London: 1958, especially
p. 159) and

" . . . that the existing state of the literature
gives little reason for thinking that the
answers are just around the comer. We know
of no 'principles of industrial organization'
that are hoth right and useful. . . there will
he many points of similarity [among busi-
ness problems] and it is possible to learn
from the experience of others . . . [this hook
is designed] to be helpful in making firms
aware that there are many ways of doing
things and that their own choice may not
necessarily be the best" {Business Enter-
prise, pp. 574^575).

As one of the many examples cited, the authors
show how two groups of outstanding writers
on and practitioners of organization arrived
at diametrically opposite conclusions on the
problem of balance between centralization and
decentralization as applied to the coal and
electricity industries.

"That they weighed the gains and prob-
lems [of bigness] differently merely illus-
trates the very great difficulty of reaching
final conclusions on organizational questions
(p. 504) . . . [Organizational studies]
should make them [firms] aware of dangers
not immediately apparent in their own
course of action, hut which could be seen
lurking in the background if similar deci-
sions taken by otbers in the past were
studied.... Tbe usefulness of professional
accountants, lawyers, and industrial consult-
ants to their clients [must surely be largely
hased] on their background of accumulated
experience" (p. 575).
The weakness of the comparative organizers

is, of course, that they tend to assume that

their successful experience in one type of ac.
tivity over a certain period of time will con.
tinue to he applicable to it as well as to otlier
activities or companies—in other words, they
tend to hecome universalists. This weakness o[
comparative organization can be overcome
only by refining the canons of experience, test-
ing them and stating the conditions under
which they may hold. To some extent this
condition has been met by tbe safeguards and
limits of application of the comparative
method which the comparative organizers set
themselves.

The Great Organizers

Examining what has been done in cases
where organizers have achieved outstanding
success is another example of the comparative
approach. I have attempted to study the effects
of changes in organization structure introduced
hy successful practitioners in several large
companies.^' Limitations of space permit only
hrief reference to this study here, and the
mention of some tentative generalizations,
which are illustrative of the type of conclusion
that may he arrived at from comparative
studies.

Frequently, great organizers have developed
their ideas in response to a specific challenge.
In a number of instances tbey have taken over
organizations at a time when one-man control
had ceased to be adequate. Either the founder-
genius of the organization had passed away.
and it was necessary to make systematic or-
ganization serve as a substitute for genius, or
the tasks had grown beyond tbe capacity of the
genius to meet them.

Some of the generalizations that may ^
drawn from a study of the work of some oi
these men may be stated in the form of a de-
scription of their approach:

1. They had definite objectives which werf
subject to rough measurement. They were

"The contrihutions of some of the practitioners"'
organization are descrihed in my forthcoming 1'"
Great Organizers (New York: McGraw-Hill Pub''*'''
ing Co.).
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idly highly rational in that they had clear-
iroals and ordered their resources so as to
able to reach their objectives within the

. aework of the law and existing social, hu-
nan and public conventions.

2. They did not regard the division of work
and work assignment as an a priori matter, but
rather as dependent on their particular objec-
ives. For them, organization was like a road
to the market, or one tool with which to build.

3. They treated organization as an art rather
than as a science. True, they tended to classify
types of work developed and to postulate hy-
potheses or "criteria" of organization. But
their classifications and hypotheses were based
on the technology of the industry, on the en-
vironment of the company and especially on
the changing personalities of top management,
rheir hypotheses are approximations and

des, applied with flexibility, rather than
universal principles enforced regardless of cir-
cumstances and objectives. Tbey are frame-
works designed to meet change and were in
practice continually modified by the over-
whelming factors of chance and uncertainty,
often resolved by intuition—and to that extent
unpredictable.

The practitioners may have combined or-
ganization theory and practice at their best if
we judge them by how nearly their organiza-
tions met the objectives they set. If they aimed
at a maximum rate of return on investment,
then we should evaluate their organization
structures in that light. Such a comparison
might be made on a "before" and "after" basis.
I.e., profitability before and after a change in
organization. Or a comparison might be made

h comparable companies. It is quite con-
ceivable, though not necessarily so, that they
•night not score the highest marks on morale

community relations. But then criticism on
these grounds should be leveled against the
goals they set rather than against the organi-
sations they designed to achieve these goals.

The great organizers devised some "princi-
ples," or rather guiding criteria, of their own.

(It should be noted that these were conceived
smd applied mostly "without benefit of clergy,"
that is without reference to a great book on
organization or the influence of a "guru" or
crusading missionary.) These principles were
developed through the challenge of specific
problems and possibly are not applicable be-
yond them. True, some of the criteria, such as
the limited spsm of control, were similar to
those of other writers (though conceived inde-
pendently), yet within the broad limits of the
declining efficiency of a fixed quantity of man-
agement, they were not too strictly applied.
Some of these are:

• Profitable control may be achieved by re-
sponsibility accounting—linking organization
structure to planned rate of return on invest-
ment and controllable expenses, resulting in a
high degree of correlation between effort and
results (Donaldson Brown at du Pont and
GM).

• Decentralization of operations and coor-
dination of control—organizing different ac-
tivities to operate as separate groups with a
minimum of conflict toward common ends (du
Pont, GM)-—may provide a means of utilizing
the advantages of both large-scale and small-
scale enterprise.

• Substitution of control by a group for
one-man control works best when members of
the group have homogeneity of outlook, egali-
tarian status and heterogeneity of ability (du
Pont and GM).

• Organization of "rebuttal power" through
substantial minority stockholders can act as a
valuable check on absolute power and ingrown
management and a means of developing free-
dom of expression, which can lead to better
decision-making (GM).

• It is possible to develop a "lifetime plan"
embodying a regular and profitable rate of ex-
pansion (Weir at National Steel), over a long
period of time.

• Wlien a company changes over from a
centralized to a decentralized organization
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run results are likely to differ (Westingbouse):
a. Tbe immediate impact tends to be an

increase in profitability.
b. Tbe sbort-run impact may be expected

to be an increase in administrative ex-
pense tbat will more tban offset tbe
gains.

c. Tbe long-run impact, bowever, will tend
to be an increase in profitability tbat
will more tban offset tbe increased costs.

In sum, in response to specific cballenges
tbe great organizers bave attempted to develop
their own generalizations in vital areas. They
have tested and modified tbem according to
subsequent events in companies wbicb bave
become an example to future managers at least
in tbe same industry and now increasingly be-
yond. Tbe great organizers claim some pre-
dictability for tbeir "principles," but on tbe
wbole tbeir claims bave been modest and tbey
bave at least attempted some verification. Tbey
may lay claim to baving reduced somewbat tbe
areas of buncb and intuition.

CONCLUSION

' It would be, of course, extremely convenient
if universally applicable principles of organi-
zation could be discovered tbat could be ap-
plied like a formula to all organizations, or
even to all business organizations. But my
bope for sucb principles so far is dim, for a
principle broad enougb to cover all types of
situations is necessarily so broad as to tell us
little we did not know before. And if it is made
definite—like tbe span of control—its validity
may be questioned in tbe ligbt of tbe fact tbat
many successful organizers ignore it.°° Tbere
is no way of knowing wbetber tbey are success-
ful in spite of or because of tbis, or wbetber
the principle is simply irrelevant, at least up
to a point. (The comparative approach seems

""A study by the author of 100 large companies
(over 5,000 employees), many of them leaders in their
fields, found that the median number of executives
reporting to company presidents was eight, and in
some there were as many as 20 or more. (Reference in
note 6.)

to me to be tbe most belpful to tbose wbo must
meet organization problems bere and now.

If tbe comparative approacb, as exemplifieij
by tbe kinds of studies described in tbis paper,
is accepted for tbe purpose of evaluating di[.
f erent organization structures in terms of their
objectives, it sbould be fruitful to anahzt
many different structures. But tbis is a task in
wbicb tbe contributions of many are required.
To study and evaluate even one organization
structure is an extremely complex task because
of tbe many factors involved and because a
large number of years of operation must be
studied in order to arrive at a tenable conclu-
sion. For cbanges may work out extremely
well (or badly) to start with and show quite
different results as the adjustments are made,
In making organization changes, it is tbe long-
run that counts.

This is not to belittle tbe work of tbe univer-
salists or tbeir critics. It is ratber a plea to go
beyond tbem. Tbere is no doubt tbat tbe uni-
versalists bave made important contributions,
and some of tbem are outstanding men. Indeed,
tbeir contributions may bave played a limited
role in tbe work of tbe great organizers. They
bave drawn attention to basic issues in organi-
zation. Tbey bave given us a vocabulary ol
organization wbicb is useful in classifying the
problems of practical affairs. Yet they have
provided a field day for their critics because
tbey bave largely failed to test and refine their
"principles," because tbey bave claimed too
mucb and are unable or tmwilling to deal with
all important areas of organization.

In summary tben, we may conclude tbat "in
spite of a general pattern, we find differences
£md in spite of differences in setting, we find
similarities" in organizations. By using the
comparative approacb we may be unable to
build up immediately a tbeory wbicb is uni-
versally applicable, but possibly we can buiW
up parts of a tbeory wbicb are immediately use-
ful and ultimately may become universally
valid.






