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POLICY AND POLICY-MAKING
By OLIVER SHELDON

IN any industrial undertaking," wrote
A. H. Church,' "there are two ele-
ments present, which though some-

times merging into each other, and
always exerting reciprocal influence,
are nevertheless quite distinct in their
essence. The first of these is the deter-
minative element, which settles the
manufacturing policy of the business—
what to make—and the distributive
policy—when to sell and by what means.
The second is the administrative ele-
ment, which takes the policy as decided,
and gives it practical expression in
buying, making, and selling." The
writer goes on to explain that this de-
terminative clement is the higher and
scarcer faculty, and that "the time has,
perhaps, not yet come when we may
reduce the determinative element to a
body of principles, or even working
rules. It contains today too many un-
known and variable factors."

Remarkable, however, as has been
the progress in the last decade or so in

' Church, A. H.. The Science and Practice oj
Management.

the development of executive manage-
ment, we cannot, indeed, especially
having made such progress, afford to
regard the "determinative" element in
management as any longer outside the
scope of the scientific movement. Mr.
Church wrote the above words in 1914;
today the time is fully ripe for the open-
ing of the scientific inquiry into the
workings of this "determinative" ele-
ment in industry. We cannot fail to
realize how the two elements interact,
and accordingly we cannot permit one
element to reach a high stage of devel-
opment while the other remains static.
We are finding that highly scientific
methods in executive work call for some
corresponding degree of technique in
"determinative" work, and that the ab-
sence of the latter may often nullify the
effects which would otherwise be derived
from the former. "It is failure in the
determinative element which pulls
down flourishing businesses," says Mr.
Church, and by experience we know
that, however efficient may be the exec-
utive management, failure in policy-
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framing can most effectively render that
efficiency nugatory. Therein lies a
challenge which the requirements of
progress insist shall be met. We can-
not, I feel, submit to the contention
that the factors involved in poliqr-mak-
ing are too intricate, obscure, and vari-
able to allow oi any principles being
formulated or standard practices de-
vised. In any event, even though it
may not be immediately possible to
reduce policy-making to a degree of
standardization such as is being slowly
achieved for the various branches of
executive management, it should not,
therefore, be assumed that this "deter-
minative" work is beyond all legislation.
We can at least, I conceive, arrive
at some conclusions, in the course
of time, as to where, in our organiza-
tions, this determinative work should
be carried out, what precisely it should
cover, by whom and when it should be
practiced, what subjects it should deal
with, the methods by which it should
operate, and the links which are neces-
sary to preserve a proper relation to
the executive management. Policy
itself, maybe, cannot as yet be covered
by any code; that must depend upon the
judgment, foresight, experience, and
initiative of those to whom the power
to frame policy is entrusted.

To determine the conditions oi pol-
icy-making, however, is a task to which
we may well address ourselves, since
here, at any rate, it should be easily
possible to determine standard proce-
dure. Failure in policy-making, indeed,
is as often due to wrong conditions as
to the policy itself being wrong. A
policy may be thoroughly sound, but
often enough it is ineffective. Failure
is frequently due to doubt as to where

the responsibility for determining policy
lies; to lack of definition as to what
constitutes a proper subject on which
to frame a policy; to the form of the
policy being vague, unintelligible, or in-
complete; to disregard of the facts
which must form the basis of a policy;
to policy being settled too early or too
late; and, perhaps most often of all,
to a maladjustment between policy-
making and the execution of policy.
These are all matters which can be at-
tacked from the scientific angle. They
do not necessarily depend upon the per-
sonal attributes of those who make the
policies. Yet, in all these respects, our
general practice is extremely chaotic.

One main reason for this condition
of affairs is doubtless the somewhat
hallowed atmosphere which we have
allowed to encircle everything connected
with policy. The very word—"policy"
—conveys an idea of something unap-
proachable. The term is as vague as
many another in industrial terminology,
and gold-shot clouds have been thrown,
by this very vagueness, around its min-
arets. It can be used to serve a hun-
dred purposes—often to shroud a
hundred sins. It can be made conveni-
ently to dignify the most trivial of
details; to cloak conflicting facts with a
specious sheen of unity; to adorn with
an imperial finality what is barely be-
gun; to portray perfected structures of
thought which, like Spanish castles, are
built on airy foundations; to place a
halo around decisions which would
otherwise lack conviction; to permit of
generalities without the tedious neces-
sity for considering detail; to make a
fire-ball of what is but a glistening
water-bubble. To say that a matter is
one "of policy" is to lift it to a plane
above the merely mundane; to "settle
policy" suggests a journey along the
perilous highway of thinking which
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only the most daring or the most heavily
guarded may hazard. It is all vague,
and vaguely portentous.

Policies, I would submit, serve two
purposes—first, the establishment of
objectives for the business as a whole
or for several branches of it; second,
the definition of the general principles
which shall govern the various branches
of the executive management concerned
in achieving these objectives. On the
basis of policies, other decisions will,
of course, be taken, in the making of
which the "determinative element" will
operate. But these, I submit, are not
policies, but rather the interpretation of
policies in the onrush of action. In one
sense, they may be regarded as "minor"
policies, but to do so robs the word
"policy" of the idea of original and
ultimate decision which is its primary
characteristic. It is, as it were, the first
rush of power through the engine. As
a result of a policy, the head of each
organization-unit can determine his
plans for his own particular sphere,
such plans being governed and coor-
dinated by the overruling policy.

One may perhaps, then, hazard some
such definition as follows: A policy is
a plan defining an objective for the
business and governing the methods to
be adopted, under given conditions, in
pursuit of such objective; being deter-
mined, in harmony with existing poli-
cies, by those responsible for the direc-
tion of the business, and forming an
instruction to the executive manage-
ment.

Policy-making, therefore, is a cor-
porate affair. It does not arise in this
or that department; it covers the con-
cem M a whole. It docs not legislate
for detail, but bf Mtting up objectives

and ordaining general methods of oper-
ation leaves the initiative in detail to
those responsible for applying the
policy. Policy plans the goil and the
general line of march. It is broad,
according, as it should, with the breadth
of the responsibility held by those who
determine it. It forms a guide to the
executive management, and, by covering
all the contingencies to be met with in
executive activities, constitutes the main
basis of business coordination.

Coordination is, indeed, the para-
mount problem in modern business
organization. In every concern above
a certain size, the problem of linking
together all the various activities into
one flexible and dynamic machine is
becoming increasingly acute. But how
can a business be flexible unless there
be guiding principles? And how can a
business be dynamic unless there be an
end to be won? The same story can
be told of many concerns. When it
was small, everybody knew the aim and
object of the work; every one was in
touch with every one else, and the high-
est executives were in constant contact
with each other and with the staff.
Now, the business has developed; the
work which formerly a boy performed
now occupies the time of a large depart-
ment; work which in the old days was
carried out satisfactorily by one officer
is now split up among a dozen, each
with his own staff; the heads of the
concern scarcely know what the various
departments are doing from day to
day, and the departments know little
enough of what the heads are aiming
at and planning to achieve; responsi-
bilities have been widely delegated, so
that junior executives are now deciding
questions which formerly perhaps would
have received the attention of the board
of directors. As the business hat grown,
coordination has become increasingly
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urgent. For lack of it, the business be-
comes like a team of horses, each pull-
ing a different way—and the more
spirited the horses, the greater the con-
fusion. Broad business ends become
dissipated in the urgency of depart-
mental requirements. Production strives
for these ends; sales for those. Adver-
tising presents one facet to the public;
the goods present another. Laudable
endeavors to achieve objects which are
considered desirable lead to expenses
being increased here and reduced there,
without a standard.

Coordination—to hold the reins
without restraining the vigor; to guide
the way without pulling at the reins; to
urge forward without the whistling of
the whip; to determine the halting place
without applying the brakes—is, in-
deed, the task beyond all others. Co-
ordination encounters the greatest
obstacles and difficulties, yet calls the
most imperatively for performance.

Policy-making is the foremost part of
effective coordination. Adequately per-
formed, it is the means of coordinating
all the manifold activities of the execu-
tive staff, just as good organizing is the
means of coordinating the executive
machinery by which these activities are
carried on, and just as competent budg-
eting is the means of successful finan-
cial coordination. The responsibility
for policy-making, therefore, clearly
does not rest with the executive man-
agement. It is the privilege and the
burden of those who direct. It cannot
be overemphasized that policy must
flow from the top; it cannot well up
from below. It cannot be delegated or
passed to subordinates. No executive
work can fully compensate for any
dereliction of duty in this respect. The
responsibility is an inalienable part of
direction.

Policies, however, may be bad poli-

cies, but the more frequent failure is
that there is no policy to be either good
or bad. Often enough, too, the policy
is incomplete or obscure, or, most fre-
quently of all, vacillating or inoperative.
A wrong policy, after all, can be put
right, but absence of policy means a
fundamental revision of organization
and of methods of thought. Fortune,
of course, may waft the vessel into a
harbor of success, as it has many a
business; but every day Dame Fortune
is playing a smaller and smaller part
in the great voyages of modern busi-
ness.

"Of the making of policies there is
no end," furthermore, is an adaptation
of a Biblical phrase which is not with-
out its warning. Just as lack of policy
is a danger, so also is a surfeit of poli-
cies. It is important that policies should
be determined only for the subjects
which properly form fit matters for
policy; otherwise, a jumble of principle
and detail, whales and little fishes, may
ensue from which no real guidance to
the executive can be derived. Here,
again, however, we are on virgin soil.
I know of no really scientific attempt
having been made to determine on
what subjects statements of business
policy are necessary. I believe it
should be possible to work out a list of
such subjects, so that, policies having
been determined on these subjects,
every possible contingency which the
executive may meet will have been legis-
lated for ahead. I remember one
British executive remarking that he
thought the major instructions for the
conduct of a business could be grouped
under six or eight headings. There is
here undoubtedly a field for study.

It will be clear, further, that, by
"policy-making," I have not in mind
just the business of sitting around a
table and passing minutes on such sub-
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jects as the persons present may raise.
Policies precede action; they should not
be decisions on points which have arisen
in the midst of action. Policy means
the determination of what you or others
are going to do, before you or they do
It. If, therefore, the activities of a
business are to be governed by the poli-
cies of those in control of the business,
it is incumbent on such persons to
review every prospective activity and
settle the policy in each direction, so
that those who carry out the activity
may have a definite objective and guide.
To provide such guidance, it is, further-
more, comparatively useless to pass
minutes and record them in some locked
book. The form in which the policy
is presented and published is of the
utmost importance, if those who frame
the policy expect it to be faithfully and
effectively pursued. Policy statements
must be set out in precise and intelligible
form, like any other instructions. If
they are obscure or ambiguous, their
object is defeated. The policy should
be set out with the exactitude of diction,
the precision of wording, and the sever-
ity of style which characterizes law. It
should be published, then, to all whom
it may affect and will be governed by
It, in such a form that it will be always
before them or immediately available
for reference. Neglect in this respect
may nullify the weeks of thought and
debate which will have gone to the
formulation of the policy.

The object of determining policy, it
should never be overlooked, is to direct
and guide executive action. Unless,
therefore, a policy has been adequately
and effectively communicated to those
who are to carry it out, it is useless to
expect the policy to be properly applied.

Here, again, is a field for intensive
study, for I am convinced that, in mod-
ern business practice, we have not as
yet grasped, to anything like the degree
necessary, either the necessai7 division
between, or the best means for, the
proper linking-up of policy and action.

In some concerns, the importance of
policy-making is fully recognized; it is
carried out in a way that leaves little
to be desired—yet, in action, the policy
is not effectively pursued. The channel
between the policy-makers and the exec-
utive staff does not function effectively;
it is choked up or it is broken. Cer-
tainly, a proper system of publishing
policies is the first step to remedy mat-
ters. But that is, as it were, but a part
of the mechanics of policy-making.
Other steps are necessary to insure the
successful application of policy. Busi-
ness leaders can devote themselves to
few more urgent or vital tasks than the
determination of how this shall be done.

Much must, of course, depend upon
the policy itself for its effective appli-
cation. A vague policy, a vacillating
policy, a dishonorable policy, a short-
sighted policy, a too-rigid policy, a com-
promising policy, a policy which cramps
initiative, or a policy that does not in-
spire confidence—such policies, however
powerfully promulgated, must always
fail in action. A policy, to be effectual,
must be soundly founded. I have
emphasized above that there must be
policies; that those in control of a busi-
ness cannot escape the responsibility
for framing policies; that policies must
be precise and definite, simple and
direct, complete and constant; that
policies must precede action and cover
every activity; and that their proper
application is dependent also upon the
form in which they are stated and the
means adopted to impress them upon
those who are charged with their appli-
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cation. I conclude by stressing the fact
that policies must be founded on fact.
"It is now recognized among the ablest
business men as utterly wrong in prin-
ciple," says J. G. Frederick, "that any
man or men, sitting around a table and
using merely their judgment (without
the utmost data that may be obtained)
should assume to decide questions of
importance Personal 'intuitive'
conviction, pride of opinion, and vanity
of decision are not qualities which make
for highest business ability."' The
questions of greatest importance are

' Frederick, J. G., Mtdern Saiet Management.

the questions of policy, and no policy
can be either sound in conception or
effective in application which is not
founded, fair and square, on a basis of
fact. Policy-making is necessarily a
synthetic process, but the foundations
of sound policy can only be laid by the
toilsome collection and analysis of facts.
Analysis has been preached in recent
years as an essential instrument of man-
agement; perhaps we have failed suffi-
ciently to emphasize that it is the indis-
pensable means and vital preliminary
to that supreme act of business manage-
ment—the determination of sound
business policies.






