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ABSTRACT

THE PROCESS OF CHANGE IN THE SOCIAL SYSTEM

OF A LARGE, COMPLEX CORPORATION

by George D. Downing

This thesis is a case study of the process of change

in a highly market~oriented business enterprise, the General

Electric Company. It is based on the premise that to re-

main viable, the modern business enterprise must adjust to

its changing external environments—~and particularly to

the exponentially changing technological environment.

To do this, the enterprise must itself create new

technology, or absorb and adOpt new technology created ex—

ternally, and develop new processes, procedures, and stra—

tegic action-programs. It is hypothesized that such new

technology and innovative programs can be absorbed by the

existing organization structure only up to some point,

after which organization structure itself must be changed

to accommodate additional absorption of new technology.

But, it is proposed, formal management organization struc-

ture changes do not occur in isolation. All other elements

hithe total social system of the enterprise undergo con—

comitant, reactive changes. The forces of new, rational

technology interact with the ongoing, symbolically rain—

fbrced traditions of the social or moral order of the social
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George D. Downing

SyStENn, each adjusting to the other, in a moving equilib-

Idlun, sometimes easily and adaptively, sometimes with

clifficulty'and disfunctional conflict. It is further hy-

pmfiflnesized that identification and analysis of the symbol

systems providing commonly shared meanings and sentiments

permit eXplanation and prediction of the degree, duration,

and parochial location of intergroup, interpersonal, and

intrapersonal conflict.

The thesis presents the history of formal organiza—

tion change from the formation of the corporation in 1892

through the great decentralization of the 1950's. Against

this structural change, it describes changes in other social

system variables, and the symbolic meaning of these changes

affecting managerial behavior patterns. Particular atten—

tion is focused on two large organizationally independent,

but interdependent and interacting components of the compan ——

one of which was changed structurally and adapted readily to

new ideology and programs, the other of which was left un-

changed structurally and resisted emergent change.

From a social system analysis of the ensuing conflict,

a number of abstractions are drawn, which appear to vali—

date the working hypothesis of the thesis. Further, it is

contended that current organization theories can explain

some,‘but not all of what happened in this company, and do

rmt provide the predictive ability of contemporary social

System theory.
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CHAPTER I

INTRODUCTION

This thesis is a case study of the structural changes

in the management of the General Electric Company from

1892 to 1960, of the forces underlying these changes, and

of the resultant changes both intentional and uninten-

tional in the total social structure of the company beyond

the formal organization changes themselves. It will de-

scribe the history of change along several dimensions-—

management organization structure; management ideology;

market growth in size and diversity; physical growth in

plant, products, output, and people, geographical diSper-

sion. It will interrelate these dimensions in an heuristic

attempt to better understand the process of change in the

modern complex corporation, just as the greater society

within which it exists as a system is, itself, in the

process of emergent change.

A major focus of the study centers on two large com—

ponents of the company, separately organized but interde-

pendent and interacting--one of which was formally

restructured on a highly rational basis, the other of

which retained (for marketing reasons) its ”old," highly
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traditionally oriented structure. The study will document

the changing relations between these components resulting

in intergroup and interpersonal conflict, and the ensuing

process of ultimate structural change.

From all this, the thesis will abstract generaliza-

tions tending to support hypotheses, to be presented

later, relative to the process of change in the corporation

social system.

Basic Assumptions on the Nature of the

Business Enterprise as a System

 

 

Every corporate business enterprise has a set of ob—

1 They may be explicit or implicit, rationallyjectives.

based or traditionally based, definitive or amorphous.

They may include with varying relative valence profita-

bility, sales volume, market share, growth and expansion,

product and service diversification, market diversification,

corporate image, social contribution, employee and com-

munity relations, etc. But underlying all these objectives

is the prime one, usually implicit, of sheer survival--

perpetuity of the enterprise.

 

1Although we take this as given, it is probably an

oversimplification. See, for example, Herbert A. Simon’s,

”0n the Concept of Organizational Goal,” Administrative

Science Quarterly (Volume 9, number 1, June, 1964), pp. 2-22,

in which he proposes that a set of ”constraints” rather than

”goals” influence the decision-maker—-and that only certain

constraints, those that motivate the decision-maker to

search for action (rather than test potential actions) are

”goal—like" in character. Here, however, we merely propose

that in a corporate organization, top-level executives do

establish targets of achievement for the corporation as a

whole.
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What are the dynamics behind the struggle for cor—

porate existence which finds itself expressed in terms

of greater profit, greater physical size, greater industry

position? Consider the business enterprise which over

time has succeeded in identifying a market to serve, in

developing a line of products which provide want-satis-

factions to purchasers or users, in establishing good

service facilities in the eyes of users, and in fair pricing

in the eyes of users. The enterprise will have secured for

itself a share of the market, a niche, a ”core” of customers

who habitually do business with this enterprise. This "core

market" of customers who consistently, or nearly so, patron-

ize the enterprise may well be an adequate one insofar as

a better—than-breakeven volume is concerned. The enter—

prise could be content with its profit to sales and invest-

ment from such a market.

The enterprise has competitors whose market offerings

are substitutable. Each competitor, too, develops a ”core

market" of loyal customers, and it is conceivable each

enterprise in the industry could be content with its

market achievement.

To be sure, there are purchasers who are indifferent

as to supplier, and who purchase from any of several enter-

prises in the industry, for a number of reasons. Hence,

each enterprise has a core of its "own customers” aug-

mented by some share of the "indifferent" purchasers.
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Note that we are assuming substitutability of products

and services, as perceived by customers.

What upsets this status quo? The executives of

some one enterprise consciously or unconsciously begin

to fear that if there were any erosion of the core

market, the enterprise would experience difficulty in

surviving. Or, as some students of the psychodynamics of

the executive propose, the psychological drive for achieve-

ment may influence the executive to become dissatisfied

with the status quo. Or, as will be discussed subse-

quently, the sheer weight of pyramiding technology outside

the industry may upset the status quo, through no particu-

lar desire of the enterprises within the industry. In any

case, the executives of some one enterprise will initiate

actions to enlarge the core market--to reach out into the

fringe, "indifferent" segments of the market and seek to

envelop them into the core--u1timately, even to attack

the core markets of competitors. This is the catalyst

for innovation--innovation in many forms, technological

innovation in new or redesigned product, technological

innovation in manufacturing processes, innovation in

marketing. This is the generating force behind new strate—

2

gies, new programs.

 

2Wroe Alderson,_Marketing Behavior and Executive Action

(Homewood, Illinois: Richard D. Irwin, 1957), proposes an

ecological system analysis of the enterprise.
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Competitive enterprises perceive these innovations

and new strategies and perforce react to them. Hence,

intra-industry competitive forces develop and grow, a set

of dynamics well understood by economists-—the seeking of

differential advantage.3

But other and perhaps more important sets of forces

are at play, impelling the enterprise to innovate technoc

logically and to create new strategies and action—programs.

'Phere is some limit to intra-industry competition via

innovation and strategy beyond which it is not economically

or legally feasible to go. Hence, inter-industry competi-

tion develops which, with mushrooming technology, is accel—

erating rapidly. This is the aluminum industry invading

the steel industry, the paper industry invading the glass

container industry, the chemical industry invading almost

everyone's industry. Again, this is a force requiring

enterprises in an industry to themselves innovate, expand

markets, diversify markets, create new markets, develop new

strategies-—or wane and die.

Other powerful forces are at work, prohibiting the

enterprise to hold a status quo, if it is to remain viable.

The American Society is changing, emerging into a new,

greater society, bringing with it great social changes,

 

3Eward Chamberlin, The Theory of Monopolistic Competi-

tion (Cambridge: Harvard University Press, 19A7).
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exerting forces changing consumer wants and demands.

Economic forces, domestic and international political

forces, the forces of large-scale labor unions, and legal

forces are in flux. And perhaps most important (and pere

haps least really understood) are the forces unleashed by

the compounding technology, bringing to American business

great new market opportunities to exploit, but also bring—

ing unparalled problems requiring technological, economic,

and social adjustment.

This is the great complex, changing milieu in which

the enterprise exists. To adjust to this changing exter-

nal environment in its market places, the enterprise in-

novates technologically——either by creating new technology

through its own research, or by uniquely adopting and

adapting existing technology to its product or process

developments. Additionally, it innovates in its marketing,

creating new marketing strategies and programs. Such

technological innovation and development of new repertoires

of strategic programs may be accommodated within the exist—

ing structure of the enterprise.
 

The Problem of System Adjustment

But it is one thing to introduce new technologies and

programs to an existing system which can accommodate them,

and it is quite another thing to change the system itself

in order to accommodate them. When structure is changed,
 



 

v- C‘

K. II

 
 

 



the social system itself changes.“ And what happens when
 

the scmflal system changes?
 

In either case—-accommodation of new technology and

strateagies by an existing structure, or the development of

new sizructure for their accommodation-—the resultant pro-

grmns are implemented by fallible human beings acting

indixridually and in groups. The efficacy of planned change

depernfls significantly on the behavior of individuals in

the (Irganization. What happens when changing structure

changges the status system, the expectations, the roles of

indi\/iduals? What happens when the common meanings attached
 

by ilidividuals to the many aSpects of corporate life change?

Dhat happens when time-honored traditions, customs, and

Iitueals are eliminated, or become meaningless in the new

SOCiEil system? How does all this affect patterns of mana-

gerigal behavior? In what manner do individuals and groups

adapfi: to new structure, new modes of behavior, new social

relationships? Conversely, how are the new technologies

and IDrograms for which new structure is created assimilated

by ttie new social system which emerges? What conflict

arisees, functional and disfunctional, intergroup, inter-

personal, and intrapersonal, and can such conflict be .

\

. 4This is a key proposition of this thesis. We state

“3338 a "given” here, but shall present it in our theoretical

fralnework section as a generally accepted proposition of

SOCiology and social anthropology.
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pradicted? When conflict arises, what will be its strength,

its dLLration, and its compromising effect on the new pro-

grmns?’ How does the very process of planned change in the

sociafll system become itself a catalyst for continuing

emerguent, unplanned change? How does all this affect the

techriical, economic, and social efficiency, and the pro—

ductisvity of the business enterprise?

The Research Hypothesis
 

To better understand the process of structural change

in tkle large complex corporation and the effects (both

planrled and unplanned) of change on its efficiency and

PTOdLlctivity, this study proposes a working hypothesis, to

be teested by the evidence of the empirical research, and

ConSisting of the following interrelated propositions:

l. The catalytic forces underlying the innovating

of new technology have their roots in the cor-

poration's markets.

2. As new technology is created and or absorbed,

the corporation will initially accommodate it

within its existing structure.

3. Continuingexxmmmmflationcf new technology leads

to increasing complexity of technical process

and or product and engineered—system design and

application; and/or product diversification: and/

or market diversification. All this leads to
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T

physical growth in plant and people, and ulti-

mately to Spatial expansion, geographically.

New strategic programs (e.g., market action pro-

grams) to exploit the new technology will like—

wise initially be accommodated within the

existing structure.

As new technology, new processes, and new strate—

gic market programs are adopted, and as they are

"tacked on” existing structure, the vertical,

functional hierarchies of the organization will

adjust them and adjust to them, and will grow in

depth and breadth, hierarchially.

As this hierarchial growth increases, coordina-

tion between work-functions of the existing

structure becomes more complex and difficult;

as work centers get farther away organizationally

and Spatially from coordinating executives, execu—

tive control decreases and real power is diffused.

With lessening of executive control and with

diffusion of power, the parochial work functions

will continue up to some point to adOpt new

technology, but in a way unique to themselves.

The new technology is adopted but is shaped,

adapted, by them to their traditionally learned

social organizations.
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10.

ll.

10

The new technology will interact with the tra-

ditions of the social organization and thus is

an input of social—organization change. How-

ever, the more traditionally oriented the be-

liefs or more commonly shared the "meanings"

in the social organization and the stronger the

valence of these beliefs and meanings, the less

readily will the social organization adjust to

new technology. Put in another way, the less

readily will it accommodate new technology, after

some point.

If, in a given corporation social system, strong,

traditionally oriented beliefs "blunt" the ab-

sorption by the system of new technology and

strategic programs, and if the executive per-

ceives that the rate of absorption must be ac—

celerated (for the organization to reach its

rational goals), changes will be imposed on the

system via organization structure changes.

But changes in organization structure do not occur

in isolation; they echo throughout the social

system, and all social structure elements of the

system must adjust.

The more drastic and the more rational the im—

posed structure change (i.e., the more signifi—

cantly changed the status system and
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12.

13.

14.

ll

expectation-sanction system, and the more rational

and quantitative the change in performance measure-

ments) the more readily will the other elements

of the system adjust, i.e., social relations and

modes of behavior.

On the other hand, if formal organization struc—

ture change is not imposed, but allowed to evolve

as new technology is inputted, and the stronger

tfluetraditional‘base for social structure and
 

the stronger the symbol—systems reinforcing

shared sentiments, the greater will be the resis~

tance to social system change, and hence the

less the accommodation of new technology and

strategic programs.

The stronger the traditions and symbol systems

the greater will be anxiety, frustration, and

conflict within the social system, when its

individuals perceive imminent imposed structure

of change.

Once structure change is imposed, the stronger

the traditions and symbol-systems, the greater

will be the lag in ultimate adjustment and

equilibrium between all elements of the systems,

and the longer and more disfunctional will be

the anxiety, frustration, and conflict.
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16.

17.

18.

12

Once this equilibrium has been reached, however,

and the greater the rational base of the ”new"
 

structure, the more readily will all elements of

the social system adjust to additional further

change.

If in the process of social change, time-honored

symbol systems are threatened, altered, or de—

stroyed, new symbol—systems must emerge to keep

pace with the social system change, and behavi-

oral adaptation to system changes will vary

directly with the Speed of evolution and strength

of such new symbols.

If time-honored symbol systems are powerful and

if they persist even though not "fitting" newly-

evolving structure, they may cause an adjustment

of the structure.

New technology and the social organization are

always in interaction, each adjusting to the

other and finding a moving equilibrium, a pro-

cess which in itself is a prime ingredient of

change. The efficiency and productivity of the

organization is directly affected by the rela-

tive ease or difficulty by which this moving

equilibrium is achieved.



(
1
'

,
'
\
.

'

1
f
v

-
'

r
(
.
1

’
i
x

(
:
1
.

n
"
'

"
(
"
I

«
I

(
I
)

0
"

v
v
,
‘

(
1
)

U
?

(
D
-
‘

(
J

(
D

(
T
)

(
/
7

n
)

'
J
'

5
‘

s
;

'3
'
m

(
D
m

(
J

(
I
n

(
J

(
I

I
)
.

(
n

t
"
)

q
)

’
5

..
.
;
(
m

s
i

f

.
n
m

r
!
)

5
‘

"
’

(
D

m
N

(
I
)

(
D

.
H
'
M

'
I
t
‘

.
r
’
.
3
’
l
"
‘
-
'
“ I

 
 
 

 

.
l

I

'
u

I
"

\
I
‘

(
I
)

\.._IA

’
I



13

The Theoretical Framework
 

The corporation is more than a technological and eco-

nomic system. It is a social institution, and as any social

institution pOSsesseS influencing, even coercive power over

the behavior of individuals within it. This is more than for-

mal management directives, job specifications, and the like.

At the level of the individual, the individual perceives a

web of phenomena which recur and persist, and which he tran—

slates as meanings for his behavior.5 At the level of the

social institution, these recurring phenomena become commonly

perceived by all individuals, and become a directive and con-

straining force on behavior. This is as true for the cor—

poration as it is for the many other social institutions to

which man belongS—-hiS family, his church, his club.

The Social phenomena peculiar to a particular social

institution are not perceived in isolation by individuals

but are perceived as interrelated. The patterns of be—

havioral response which evolve result from a complex of

phenomena.6 To understand behavior patterns in any organized

——
 

5Here we follow Emile Durkheim. See particularly The

Rules of Sociological Method (Chicago, Illinois: The Chicago

University Press, 1938), p. 10, in which he bases his theo—

retical constructs and method on ”social facts" defined as

phenomena recognized by the coercive or constraining power

they possess over the thinking and behavior of individuals

and by the resistance with which they oppose every endeavor

to change such power.

 

6E. Durkheim, The Elementary Forms of Religious Life

(New York: Collier Books, 1961) proposes a meaningful con-

nection between ritual and ceremonial life, metaphysical

beliefs, and forms of social organization.
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social collectivity, therefore, we can not jerk out of

total context any one phenomenon or set of phenomena,

but must study it with relation to interrelated phenomena.

The meaning to the individual of one set of phenomena (and

influencing his behavior) is interconnected with the

7
meaning of other sets of phenomena.

This leads to the concept of the social system. Here
 

we define "system" in its purest sense, as an organic or

organized whole, consisting of an assemblage of elements

united by some form of regular interaction or interdepen-

dence. Our theoretical concept of a social system will
 

follow that of Radcliffe-Brown:8

1. If a suitably selected collection of individuals

be examined, it is possible to discover by a study

of their behavior certain social usages, or modes

of behavior usual among the individuals in this

collection, and distinguishing them from others.

 

7B. Malinowski, Argonauts of the Western Pacific

(New York: E. P. Dutton,1950). Malinowski found by inti-

mate observation of the Trobriand Islanders' society that

even such a clearly identifiable institution as trading

goods was not merely a system of economic exchange but was

(way in part an economic activity, and involved the parti-

cipants' minds, emotions, and feelings far beyond those

related to the economic act. Similarly, in Crime and Custom

in a Savage Society, he observed the linking, interrelation,

and overlap of the economic system, kinship, sorcery, and

crime. The customs and traditions regulating behavior,

maintaining social stability, and providing common meanings

thus evolve from a complex of interrelated phenomena.

8A. R. Radcliff-Brown. A Natural Science of Society

(Glencoe, Illinois: The Free Press,1957), pp. 151—155.
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2. Whenever the actions of an individual are dependent

upon the existence of some other individual or

individuals, social relations exist.

3. Social structure is the totality in this collection

of individuals, of all social relations recognized

in and by social usage.

4. A social system, therefore, can be distinguished by

(a7_the social structure, (b) the totality of all

social usages, and (c) the special modes of thinking

and feeling which can be inferred from behavior and

Speech, and which can be related with the social

usages and social relations making up the structure.

 

This is the theoretical base. Beyond this, gaining

complete knowledge of a single social system (which will

provide description, explanation, and prediction) requires:

1. Knowledge of its form, i.e., of the parts or

elements of which it is composed, and the rela-

tion of those parts within the whole.

2. Knowledge of its functioning, i.e., what it does
 

or how it works, and what is the function of each

part in relation to the functioning of the whole.9

3. Knowledge of its derivation, i.e., of the process

10

by which it came into existence.

 

4. Knowledge of its potentialities for future devel—
 

opment.

 

9Note that Malinowski centered almost entirely on this

one step, end generalized from it, only.

10Note that here, Radcliffe-Brown uses history as a

tool, to determine origins.

llNote here the dynamics, i.e., the seeking of under-

standing of the process of change.
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Both dynamics and statics enter into the under-

standing of a social system in that both diachronic and
 

synchronic problems and investigations are involved. Dia-
 

chronic problems are those relating to how social systems

change or develop (dynamics) synchronic problems are

those concerned with the functioning of a social system
 

as it exists at a particular moment of time irrespective

of its past or future development (statics).

This study centers on the process of change in a

corporate social system and therefore requires an additional

theoretical construct, for which we turn to W. Lloyd

2

Warner.1 It includes the following propositions:

 

l2W. Lloyd Warner, The Corporation in the Emergent

American Society (New York: Harper and Brothers,19@2).

Warner particularly focuses on the process of change of

society. Structure, functioning, and derivation are im-

portant to him, but the elements or ingredients and their

interaction within the social system which result in its

continual becoming, or emerging into something which it

is not now, is the main thrust of his theory. He postu-

lates that the American society is emergent; that is, its

nature is such that change is built into it and is an

essential part of it, and that to be what it is at any one

moment in time, the society must continually change and

become something else. This process of change is such

that "while the forms of the past are being absorbed in

the present and losing their identities, the present ones,

re-formed by the future, are becoming something different

from what they now are."

Warner's theories encompass not only the greater

American society, but also, to understand it and what it

is coming to be, postulate about the several identifiable

social systems making up the greater society--particularly

the emergence of such large—scale complex organizations as

big corporations, big governments, big unions, big churches,

big associations. Each of these large organizations faces

the problem of relating to the larger society, as they grow

in hierarchial structure, Spreading throughout the national

society.
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Men live in several environments, and their

societies are mechanisms enabling man's adjust-

ment to these environments. Three kinds of

environment exist: (a) the natural or physical

environment surrounding them, (b) the environment

of their own human species, and (c) the super—

natural environment which all men believe exists.

Social systems develop sub-systems which control

and regulate these environments. The technologi-

cal sub-system consists of a rational body of tech—

nical knowledge and skills. The moral sub-system

is composed of basic rules of behavior, principles,

and value concepts which regulate behavior, and

which are perceptually diffused by systems of

symbols. The third sub-system is composed of

sacred beliefs and symbolic rites.

All these sub—systems are interactive and are

mutually dependent on one another. Changes in

one are reflected by adjusting or reactive changes

in the other. Therefore, three types of social

adaptation result, each with its own sets of

beliefs and values.

The process of change is an integral part of the

social system. Each part of it, each of the tech—

nological, moral, and sacred orders has something

coming into being, and the society itself can not

persist unless it accommodates these changes, and

itself emerges into something it is not now.

Growing technology has change built into itself,

producing new culture. Individuals can not

therefore stop learning; to maintain adaptation

to the real world, they must continually learn

to relate to a physical reality which is continu—

ally becoming something new.

As it develops, the society is becoming increas-

ingly complex and heterogeneous, in Spite of the

force of tradition and custom tending to retain

its degree of homogeneity. The sub-parts of the

society are becoming more Specialized and diver-

sified, and hence require more coordination.

Thus more coordinating statuses are required.

In turn, the requirements of coordination and

control over the technological and the Species

environment place more power in the hands of

individuals whose status gives them such control.

Such power must be institutionalized and regu~

lated by the moral system.
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6. The velocity of change is increasing. The very

fact that change occurs (in each sub—system and

in the relations between) seems to increase the

potential of the society for even more change.

7. AS change occurs in the technological sub—system,

the moral sub-system with its body of customs,

traditions, beliefs, and sentiments tends to

blunt it, or hold it back. But in the process,

new social usages evolve and old ones reform.

Each sub-system adjusts to the other, finding a

new equilibrium-—but a continually moving equili-

brium.

8. Underlying the above process are symbols,13 pro.

viding meanings. AS new equilibria between

changing technology and the adapting but re—

sisting moral order evolve, new and Specialized

symbols and systems of symbols come into being.

A complex society must have a common core of

basic understanding understood by everyone.

Hence, the social adaptation (the moving equili—

brium) must be accommodated by changes in sym~

bolic meanings. AS the society becomes more

complex, more diversified, and more heterogeneous,

its symbols must keep pace.

9. The large-scale complex organizations in the

society (economic, political, ecclesiastical, and

academic) must relate themselves to the larger

society which is itself in the process of change.

Any one such organization may perceive the radi-

cal changes in another require that it, too,must

change radically, a change which may not have

been demanded without such perception. As the

large-scale organization increases in Size and

complexity, it also expands in geographical

Space, and more and more communities and geo—

graphically separated people become involved in

the development of these large organizations.

 

l3w. Lloyd Warner, The Living and the Dead New

York: Yale University Press,1959), pp. AA7-506, pro-

vides the theoretical base for our analysis of symbol

systems.
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Organization Theories
 

Another proliferating body of knowledge exists

pertaining somewhat more Specifically to organization

behavior—-the various management and organization

14
theories.

Classical or traditional theory.--Springing from
 

Frederick W. Taylor's "scientific management" concepts and

also based on Max Weber's observations of bureaucracy,

classical organization theory centers about groupings of

individual tasks to be performed (to achieve rational

objectives), the grouping of jobs into administrative

units, the grouping of administrative units into larger

units, or departments. From this, classical theory pro—

poses "principles" of monagement--those of the planning,

organizing, coordinating, and controlling functions of

15
management.

Neo-classical theory.—-The ”neo-classicists, how—
 

ever, propose that the individual in the organization is

more than "instrumental" man, that he brings his whole

 

14

W. G. Scott, ”Organization Theory: An Overview and

Appraisal,” in Journal of the Academy of Management, Vol. 4,

April, 1961, provides an excellent description of the sev-

eral categories of contemporary organization theories.

C;

1“D. E. McFarland, Management Principles and Prac-

tices (New York: The Macmillan Company,1964). McFarland

goes beyond the classical ”principles” of management, and

relates revisionist theory, human relations theory, and

quantitative decision-making theory into an integrated

treatise. He does, however, present a clear description

of the classical ”principles.'
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self to the job, with sentiments and emotions. Commonly

referred to as the "human relations school" and based on

Elton Mayo's famous Hawthorne studies, this behavioral-

science oriented approach to organization theory considers

human variables and their impact on organizational behavior,

and the unanticipated consequences of such behavior. The-

oretical elements include: theory related to motivations,

coordination, and leadership; individual attitudes and

motives; and the emergence of the informal organization

(stemming from human associations in the work place, and

16

not specified by the formal organization structure).

Modern organization theory.--This is basically

systems theory, viewing the organization as a complex of

interdependent, interacting and variable parts. As a

social system theory, it overlaps, of course, with the

neo-classicist theories. But in some senses, it is being

puShed (or attempts are being made to puSh it) beyond

merely the social system. Modern organization seeks an-

swers to a number of interrelated questions which are

not considered in classical or nee-classical theory:

(1) What are the strategic parts of the system, (2) what

 

16The literature of the human relations "sdhool" is

profuse. See particularly, Gardner and Moore, Human Re-

lations in Industry (Homewood, Illinois: R. D. Irwin,

1955); Keith Davis, Human Relations at Work (New'York:

MchawHHill, 1964).
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is the nature of their mutual dependency, (3) what are

the main processes linking the parts together, and facili-

tating their adjustment to each other, and (4) what are

the goals sought by systems?

Modern organization theory is conceptual and analyti—

cal it relies on empirical research; it is integrating

in character. It does consider the individual and his

17
personality structure; it studies the formal organization,

and it factors in the informal organization.18 It attempts

to interrelate the interacting parts of the system in terms

of role theory, communication processes, and decision—making

processes. It introduces mathematical concepts and models.

It attempts to strike at the balancing or equilibrium—

process via cybernetics, applying the feedback, control,

and regulation devices of the technical or engineered

system.

Knowledge of General Electric
 

Coming to a more Specific plane, a body of knowledge

exists about the business enterprise under study, in two

 

l7Typified by C. Argyris, Personality and Organization

(New York: John Wiley 1958). Argyris, of course, is noted

for his consideration of conflict. Many psychologists are

theorizing about individual human behavior and individual

adjustment processes in the business organization context.

See also George C. Homans, The Human Group (New York: Har—

court, Brace, 1953). —F

18J. C. March and H. A. Simon, Organizations 'New

York: John Wiley, 1958).
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categorieS--(1) public knowledge, including press and

trade articles, books and documents written by executives,

financial reports by stock brokerages, etc., the annual

reports, and books written by "outsiders" about the com—

pany or its executives; and (2) internal documents pre-

pared for use of company personnel only, and the history,

lore, and myth carried in the minds of individual members

or former members of the company.

A documented history of the company from its forma—

tion in 1892 to the present day is non—existent, either

for public or private use. This writer Spent a full day

in the company's library, aided by company librarians,

and found only smatterings of history in a wide varity

of internal publications. From these, the history of

organization structure change can be accurately recon-

structed. One written l'history" does exist, 9 covering

the period 1892—1939, but it is an impressionistic and

idealistic account. One era is well documented insofar as

the executive philOSOphy is concerned by an excellent

biography of President Gerard Swope.2O Another era of

19J. w. Hammond,_Men and Volts (New York: A. B.

Lippincott, 1941).

 

2ODavid Loth, Swope of G. E. (New York: Simon

and Schuster, 1958).
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executive philosophy, that of President Cordiner, is also

well documented by his own book.21 Perhaps the most

meaningful documentation from which generalizations about

the process of structural change can be drawn is that

prepared for internal use in the ”Advanced Management

Course" and the "Professional Business Management” course,

given to essentially all managerial personnel (including

this writer) in the late 1950's.

Method

The empirical research presented in this study is

compiled from three distinct bodies of evidence: (1) per-

sonal observation, (2) documents, both public and internal

company, and (3) field interviewing.

Personal observation.--This writer was personally
 

employed by General Electric from 1937 to 1960 (a period

of twenty-three years), and served during the last fifteen

years in a variety of management positions in the Apparatus

Sales Division (an organization component later to be

described). Entering the company near the end of Swope's

regime,serving under Wilson's regime (with five years of

military leave of absence during World War II),and serving

under all but the last three years of Cordiner's regime, he

 

21R. J. Cordiner, New Frontiers for Professional

Managers (New York: McGraw-Hill, 1956).
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personally observed the massive reorganization change

("decentralization") in the 1950's, and assisted at the

field level in planning the implementation of some of

these changes. AS a staff manager in a large regional

operation, he was Specifically charged (among other

things) with developing the new and changing relation-

ships between the field sales operation and the newly

forming decentralized product operations. He personally

attended managerial training programs accompanying the

organization changes, and personally conducted some in

the field. He assisted in the implementation in the

field not only of structural reorganization, but also of

new salary and job description programs. To put this all

in historical perspective, he wrote a ”personal history"

(not included in this thesis) of his career with the

company.

Documentary evidence.—-A wealth of documented bits
 

of history exist regarding Specific acts of the company.

The business and trade press (including such newspapers

as the New York Times) is a productive source of information

reporting organization changes, technological advances, and

occasionally the eXpressed philosophy of the executives.

In large part, however, library research in these media

merely validated or reinforced data and evidence already

in this writer's possession.
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A richer source of documentary evidence comes from

the company's internal publications of all sorts, explaining

organization changes, stating objectives, describing new

policies, procedures, and programs, etc. Much of such

documentary evidence is in this writer's personal posses—

sion; some of it was loaned to him by management friends

still in the company; some of it was recorded from a

study of documents in the company library in 1962. Of

particular value is a set of volumes written for use in

the advanced management development programs in the late

1950's. Because such documents are company property, they

will not be directly quoted or footnoted, but occasionally

will be broadly referred to.

Field interviewing.--A third source of evidence

comes from information given to this writer in 1962 by

managerial individuals in the company. The company was

first approached, at executive staff level, with a request

to officially participate in this research. This request

was considered for some time, but was finally declined.

This required the field work to be narrowed to two

major elements of the company--one producing and marketing,

and the other selling capital "engineered," and indus—

trial apparatus,22 where the writer had the access of

 

22These two elements of the company account for

roughly half the company's total sales—~or about two billion

dollars at the time of the field research.
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friendship or prior business association. A judgment

sample of forty managers was selected ranging in position

from District Sales Manager to Group Vice President.23

Individuals in the sample were interviewed infor-

mally, entirely on an open-end basis. They were told

that the interview was to help in the writer's doctoral

thesis on the process of organization change. The inter-

viewees must be considered ”informants" rather than

"respondents." Each was promised anonymity.

Limitations of the Personal Observation
 

During his twenty-three years of observation of

change in the company, this writer was not an objective

observer, but was personally and emotionally involved.

This introduces a bias which must be recognized. Even

the interviews, conducted after he left the company, may

have been biased, because he knew the informants person-

ally. On the other hand, this biaS may be outweighed by

the fact that he knew what questions to ask, to get Sig-

nificant information; personal friendship with informants

unquestionably stimulated them to reSpond in a way they

H

would not have to a "stranger; he knew the unwritten as

well as the written history; he had shared traditional

and symbolic experiences with respondents.

23Salary range for the sample is estimated at approxi-

mately $20,000 to over $100,000. This is not particularly

important, except to indicate the status—authority posi-

tions of individuals in the sample.
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Limitation of the field research.——The field research
 

had to be limited to only a portion of the company, albeit

a Significant portion. This may cloud generalizations pro-

jected to the entire company. However, it may have been a

blessing in disguise; the two organizational components

studied present a marked contrast. One changed drastically

in structure and in social system during decentralization;

the other did not. But these two components were interde-

pendent and interacting, and the process of changing rela-

tions between them, and the emerging of new structure is

almost a laboratory situation.
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CHAPTER II

THE BROAD INDUSTRY BACKGROUND

Probably no Single industry so vitally and dynam-

ically effects the American economy and the welfare of the

American Society as does the electrical machinery industry.

Born from the amalgam of technological inventiveness and

entrepreneurial innovation, it has grown and is still

growing by feeding upon the very technological innovation

it creates. The industry has a history of vast prolifer-

ation. With its technological roots in the development

of arc lighting and incandescent lighting in the late 1870's

and 1880's and the power apparatus systems required to op-

erate theml-—and with the marketing and financial innova—

tions marshalled to finance, produce, and install lighting

systems even before demand for them existed2--the electrical

machinery industry has found its research, development,

manufacture, and marketing contributions reaching into

every segment of the economy and the society. Hardly a

 

1Harold C. Passer, The Electrical Manufacturers, 1875—

1900 (Cambridge: Harvard University Press, 1953), pp. 1-13.

2Edwin Vennard, The Electric Power Business (New York:

McGraw-Hill, 1962), pp.4—lO.
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product exists today--consumer or capital—-which does not

owe its present utility directly or indirectly to the

technological and marketing achievements of the electrical

industry.

On the economic Side, the electrical industry has

permitted vast enlargement of productive capacity and out-

put; it has directly influenced, more than any other factor,

increased productivity per worker, increased national in-

come, and increased employment—-through its making possible

the greater tool—power 0f the worker. Strictly in the

economic sense, the electrical industry provides the pro—

ductive life—blood of our complex industry-based economy.

On the social side, the contributions of the electri-

cal industry are enormous. Higher living standards, reduc-

tion of drudgery in home and factory, convenience and

comfort, increased leisure, and higher real incomes have

been and are being made increasingly available to essen-

tially all social and economic segments of the American

society.3

Born and developed initially as the direct result

of technological innovation, the electric machinery industry

has continued to draw on new technologies. Research and

development evolving new products and new engineered—systems

 

3Jules Backman, The Economics of the Electrical

Machinery Industry (New York: New York University Press,

1962), pp. 308—3l8.
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is compounding. Ever—increasing innovations not only

provide a widening array of consumer products (television,

home laundry equipment, etc.) but also serve as the im-

petus and implementation of new engineered-product sys—

tems utilized by other industries in increasing their

productivity, decreasing their costs, even making possible

their own product innovation. The electrical industry has

always been recognized as a leader in research; in 1940

the industry's investment of 4.85 per cent of sales in

research was almost twice that of the next largest

industry-contributor to research. By 1957, only the air-

craft industry surpassed the electrical industry in actual

dollars Spent in research (a direct result of the Space

program); in that year, the aircraft industry expended 2.5

million dollars, the electrical machinery industry 1.2

million, Surpassing all other industries by a wide margin.

The electrical machinery industry was, in 1957, expending

in research at twice the rate in dollars as the chemical

industry, five times the rate of the petroleum industry,

five times the rate of the telecommunications industry,

ten times the rate of the primary metals industry. The

Significance of technological research in the electrical

machinery industry is further emphasized by its employment

of scientists and engineers; the National Science Foundation

reported in 1959 that this industry employs one out of

every eight of the 764,000 scientists and engineers in the
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country, for a total of 92,700--second only to the 9M,900

employed by the aircraft industry.u Further, no industry

has such a diversification of research objectives and

achievements, ranging from Space and national defense, to

the development of nuclear power, to industrial produc—

tivity, to the farm, to the home. Research——technological

innovation--inventiveness—-these have been and are the

hallmarks of this industry, and have clearly established

it as an institution, or collectivity of institutions with

imparalleled economic and social significance for the

society.

The electrical machinery industry is a complex of

many related industries, all engaged in the manufacture

cfi‘machinery, apparatus, and supplies for the generation,

storage, transmission, transformation, and utilization

of electrical energy-—a wide variety of products ranging

fI‘om multi-million dollar turbine—generators to lamp

bulbs costing a few cents. The corporate make-up of the

iJldustry is diverse; at one end of the Spectrum are many

r<3latively small companies Specializing in the manufacture

crf one or two products; at the other extreme are General

Elexmric and Westinghouse, the two largest companies in the

hidustry, participating in many, or most, phases of the

industry.

—_l

4Ibid., pp. 185-190.
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Here, then, is a complex of corporate enterprises

whose collective achievements in research and manufacturing

and whose financial and marketing ingenuity has boundless

impact on the American economy and society, and whose ever—

compounding technology is providing new and forceful inputs

into the changing world and changing lives of every indi—

vidual in the Society. One of the greatest of these

enterprises, and a titan among all companies on any count,

is the General Electric Company, the subject social—system

of this study.
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CHAPTER III

GENERAL ELECTRIC'S EARLY BEGINNINGS--1892

The formation and the early development of the

electrical industry is marked by three important facets

of business enterprise which persist in the industry to

this day--(l) technological invention, (2) entrepreneur

ingenuity, and (3) marketing ingenuity. Springing from

the laboratories of such scientist-inventors as Edison,

Brush, Sprague, Thomson, and others, corporate enterprises

were formed to market products for which no market then

existed.

The development of electric powered arc lamps for

Street lighting provided the initial stimulus. The early

inventor—entrepreneurs, however, had to do more than in-

Vent and develop the end product; concomitantly, power

égenerating, regulating, and transmitting apparatus had to

t>e developed, and an entire new capital market had to be

c:reated. The industry development, therefore, had three

dj_stinct but interdependent phases.

1. Invention of end product (lighting)

2. Innovation of associated power apparatus

3. Marketing of lighting systems by stimulating

creation of syndicates which formed independently

33
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owned lighting companies, securities in which

were accepted by manufacturers as past payment

for equipment (the birth of the electric

utility industry).

It is a classic example of the integration of tech—

nological innovation, entrepreneurial foresight and skill,

manufacturing techniques and marketing ingenuity.

Circa 1880, a number of companies had been formed

and were pursuing different technological paths. The Brush

Company was producing and selling direct current arc—lamp

systems; the Thomson Houston Company was more or less in

direct competition; the Edison Electric Light Comapny was

further developing the incandescent lighting system invented

by Edison.

A maze of patents developed, both contributing to

and hampering individual companies' growths. Resultingly,

according to most observers, mergers were enhanced.1 The

{Thomson Houston Company purchased a number of small com-

Ioanies and the large Brush Company in 1889. Meanwhile,

tzhe Edison enterprise had likewise purchased a number of

Ennaller companies, and had been reformed by 1889 into the

Ekjison General Electric Company. These were the major

(mompanies at this time, with Thomson Houston largely

SPGCializing on arc—lamps, and Edison G. E. on incandescent

 

l

Passer, 0p. cit., pp. 352-353.
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lighting. Both had begun to diversify into industrial

power applications, particularly in the railway field.

Both were committed to the use of direct-current power.

Meanwhile, in 1886, George Westinghouse had formed

the Westinghouse Electric Corporation as an outgrowth of

his Union Swith and Signal Company which had served the

railroad market--notably with Westinghouse's invention

of the air brake. Westinghouse entered the electrical

market promoting alternating—current power-~which ulti—

mately extended the use of electric power into homes

and factories by permitting transmission of power over

relatively long distances.

Mergers and consolidations continued in the 1890's.

The two major competitors, Thomson-Houston and Edison

General Electric merged in 1892, to form the General

Electric Company. Executive management was vested in

Charles Coffin, the entrepreneurial genius whose financial,

Organizational, and marketing expertise had guided Thomson

Piouston in the ten years of its life to a sizable corpor-

3 tion, by the standards of the era. Again, the newly

f<3rmed General Electric Company was a balanced amalgam

qf'entrepreneurial talent and technological ability.2

2John W. Hammond, Men and Volts, The Story of General

Elssigig (New York: Lippincott, 1941), pp. 191—212.
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Historians agree that this merger, too, resulted

from the complexities of interlocking patents, the heavy

financial problems of license fees, and the difficulty of

securing new capital.3

At the very outset, General Electric faced organi-

zational problems, never to end as the company prospered

and grew. The competing companies' management required

melding, and reorganization of the duplicate manufac—

turing facilities was required. The new company had a

simple centralized organization structure consisting of

five centralized operating and staff departments: Manu-

facturing and Electrical, Selling, Accounting, Treasury,

and Law Departments.

The initial organization structure, shown in

Figure 1 below, and also on Chart 1, Appendix I, was a

Simple line and Staff, centralized structure:

 

3Backman, op. cit., p. 106; Passer, op. cit.,

pp. 324-326.
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CHAPTER IV

THE PERIOD OF CONSOLIDATION AND GROWTH

1892-1922

The Charles Coffin Era

The 1893 depression burst upon the young General

Electric before it had become a smoothly running, efficient

organization. The panic, however, served to accelerate

organization adjustment, and by no means dampened entre-

preneurial enthusiasm. Both General Electric and Westing-

house used this period for consolidating merged manufac-

turing facilities and for planning for growth. Particu-

larly important was the bringing of the district sales

offices (which had been operating under almost complete

autonomy) under the centralized direction of the head-

Quarters Selling Department (the forerunner of the Apparatus

fSales Division which will be described in detail in subse~

Cluent chapters).

Nonetheless, the financial situation in 1893 was

deasperate. The predecessor companies had each helped market

(Remand growth by variously assisting local power and light

mistomers to finance their new enterprises. Frequently,

the nmnufacturers accepted securities in the local power

38
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companies, and also frequently endorsed the customers'

bank loans which in turn were offered in part payment

for apparatus. There is some doubt that the electrical

industry ever could have come into being had the prede-

cessor companies not engated in this innovative marketing

strategy. But in the 1893 depression, General Electric as

endorser of such loans became liable, as many of the local

power companies were unable to meet the demands of their

banks. Liquidation at substantial loss of stocks and

bonds held in the power companies, with approval of New

York bankers on G. E.'s Board (including, incidentally,

J. P. Morgan) at thirty-three and a third cents on the

collar, pulled the young company through its perilous

first year.1

By mid 1894, business began to improve and G. E.

began a long period of growth, stimulated by a proliferation

Of technological innovations. Untold credit for this is

due to one of the great geniuses of the age-~Charles P.

ESteinmetz. Steinmetz had come to G. E. via the Eickemeyer

CZompany, which G. E. Purchased in 1892, and by 1894 was

"kad Engineer" in Schenectady. Steinmetz' mathematical

genuus overcame many of the obstacles in the use of alter—

ruating current and enabled the growing company to progress

 

lHammond, op. cit., pp. 220-226.
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from the period of light to the period of light and power,

paving the way for electric power into factory and home.

The necessity of training of young engineers was

recognized even in these early days,2 and Steinmetz, as

"Head Engineer" personally instructed classes in mathe-

matics applied to electrical equipment design-— the fore-

runner of a vast family of training programs for which

General Electric later became famous throughout industry

(to be detailed later).

Many individual scientists and inventors of the

predecessor companies remained in the company, including

Brush, Thomson, and Van Depoele (Edison himself had left

active service), and hence the aura of research and

development persisted. Steinmetz was conducting formal

research in his barn; and engineering department was es-

tablished in 1899 with a Technical Director. In 1900,

however, the research activity was formalized, with Willis

Whitney as its first director, dividing his time between

the new General Electric Research Laboratory and profes—

sorial duties at the Massachusetts Institute of Technology.

It was the first laboratory to be established in industry

for the purpose of fundamental research-—the few others

having been confined to product development and manufacturing

 

21bid., p. 230.
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techniques-—and began an illustrious history of its own

which ranks it today as one of the world's greatest

scientific laboratories.

Meanwhile, product and market development in the

incandescent lamp business proceeded.a-pace. NQnufacturing

techniques were improved; automatic lamp making machinery

was developed (outside G. E., and rights to which were

purchased by G. E. in 1917). On the market side, many

small lamp competitors of G. E. ”consolidated” into the

National Electric Lamp Association, a collectivity of

relatively independently operated small ”divisions" head-

quartered in Cleveland. To all apparent extent, this

collectivity competed with G. E.'s Edison Lamp Works-~but

it was financed by G. E.3 In 1911, the United States

Government instituted an anti—trust suit against G. E.

and thirty-three of the ”association” companies; G. E.

submitted to a decree; the National Electric Lamp Associa-

tion was ordered dissolved. Even before the decree was

issued, G. E. had exercised its option of purchasing all

stock in the association and had become its sole owner.

The association headquarters became known as "Nela,"

coined from the initials of the association; the affiliated

lamp companies were merged into G. E. Thus came into being

”Nela Park,” the familiar and famous home of G. E.'s Lamp

Division of today.LL

 

3Ibid., pp. 300-301. ulbid., pp. 340-344.
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The young electrical industry was rapidly expanding

into the fields of power machinery, developing applications

in rail tranSportation (locomotives and street railway) and

in industrial usages (steel mill motors, etc.). Important

inventions by G. E.'s Alexanderson and Langmuir in the

field of radio transmission put G. E. squarely in radio

research and development as early as 1906. By 1919, when

these G. E. scientists had developed transmitting equipment

capable of trans-oceanic transmission, G. E. was considering

the sale of such equipment to the British Marconi Company.

The United States Government appealed to G. E. in l9l9 to

refrain from selling to the British company; G. E. then

itself entered the telecommunication industry by purchasing

the American Marconi Company and establishing a new company

to serve as selling agent for G. E.'s radio products, under

the name of Radio Corporation of America. (By Federal

Court decree in 1933, the common stock in RCA which was

held by G. D. was distributed to G. E. stockholders as a

dividend.)5

In 1913, Charles Coffin, having served twenty—one

years as President and Chairman of the Board, relinquished

his duties as President. E. W. Rice, who had entered Thomson-

Houston thirty years earlier as a clerk-assistant, was named

 

51bid., pp. 376—424.
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President. Coffin nonetheless apparently did not relin-

quish his "keen supervision over (the company's) affairs."6

Nine years later, in 1922, Coffin and Rice retired,

and the new executive team of Gerard Swope (President and

Chief Executive) and Owen D. Young (Chairman of the Board)

took command of the company's destiny.

As the first executive generation left the active

scene, it could look back upon remarkable growth in size,

sales volume, diversification of product, entry into new

domestic and foreign markets, and continuing expanding

technology. As the historian Hammond proclaims somewhat

poetically, "General Electric (in 1922) was more than a

manufacturing concern. It was an institution of science

and engineering, of vocational training and of character

building, an institution of wide social and economic in-

fluence.”7

It was that, as subsequent chapters will amplify.

But there is no question about the successful growth of

G. E. in its first thirty years. But despite growth in

many dimensions, the formal organization structure remained
 

unchanged. By 1922, it was still basically a simple line

and staff centralized structure. Of course, there were

some changes and additions; the "manufacturing and electrical

 

6Ibid., p. 349.

7Ibid.
w



 1‘ 00.40U®-U.IJ.-
4.......n.

.......

)a))0
CU“c)..1.

YA.‘LQItrI.

(1

.I

(t.3...a.)In..-.
4I.rL\-bluI.

.IO’L~ll...rI..

I..

 

.1).

v...(SIGCQ

 

0...;
1.»)....-

 

In.‘1.-
..(rr..tl.>..



44

department" was separated into a "manufacturing department"

and an "electrical department" in the early 1900's. The

Research Laboratory was added as a formal function in

1901. Other staff functions were added periodically.

Regrouping the above conponents as staff and operating

functions, the formal organization structure at about 1910

appeared as in Figure 2, page 45.

This organization structurally is unchanged from that
 

of 1892.

A modicum of decentralization was accomplished by

separating the lamp business from the above structure

around 1910. But this was probably an accident due to

government action.8 As noted above, governmental action

precipitated dissolution of the National Electric Lamp

Association, and G. E. Formally assumed operation of this

group of engineering, manufacturing, and sales functions.

But while formal organization structure remained

basically unchanged and the executive organization philoso-

phy remained unchanged throughout the Coffin era (1892-

1922) great changes had occurred in other dimensions.

Although by 1920, the company's manufacturing facili-

ties had not diSpersed geographically to any major extent,

centering mainly in the northeastern quadrant of the country,

the number of plants had multiplied over thirteen-fold, from

four in 1892 to fifty-four in 1920 (Chart 2, Appendix I).

 

8Note that this is the writer's conjecture.
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Figure 2.——Formal Organization Structure, Circa 1910.
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Equally dramatic is the company's growth in the

dimensions recorded in Chart 3, Appendix I. Sales in-

creased from eleven million to 276 million dollars;

employees from ten thousand to eighty—two thousand; stock

owners from three thousand to seventeen thousand; number

of product lines9 from five to eighty-five. Of particular

interest is the last datum; the increase in product lines

during this period was due to increasing technological

innovation and the aggressive creation of new markets-—

in this period, capital-goods markets for engineered

products.

Note that this great growth was accommodated by

the existing formal organization structural form. As new

products were develOped, and new markets created and ex-

ploited, the new engineering, manufacturing, and sales

facilities were ”hung on” the existing structure. We

have no way to evaluate the productive efficiency of the

company in this period of great growth, but certainly

facilities of capital and labor, and output were increasing

sharply. We assume, therefore, that the growing technologi-

cal and economic sub—systems were able to grow within a

relatively constant social—structure system.

9The term "product line” throughout this study is de-

fined as a compatible group or "family” of products grouped

together on one accounting basis. A "product line" will in-

clude a number of different individual products. For exam—

ple, the "product line" distribution transformErs (included

as one product line in Chart 3) may include a hundred or

more different models, or types.
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Thus, after thirty years under the executive leader—

ship of Coffin, General Electric was ensconced as a large,

fughly technically oriented, innovative, and prOSperous

business enterprise, with basically the same organization

structural form.
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CHAPTER V

PERIOD OF CENTRALIZED FUNCTIONAL

ORGANIZATION, 1922-1940

The Gerard Swope Era

With the election of Gerard Swope1 as President and

Chief Executive Officer in 1922, General Electric passed

fronlits pioneer period, and entered a period of growing

humistrial maturity. This was to be more than merely

Phyfkical growth in physical size, sales volume, and diver-

sifixaation of product. Significantly, under Swope's

leadexrship (and that of Owen D. Young, elected Chairman

Of tile Emard at the time of Swope's election as President),

eXectutive phiIOSOphy changed. General Electric came to be

SOHKEtlling more, in the eyes of its own management and later

0f tiles public, than a scientifically oriented manufacturing

entexblxrise. The forces behind this changing philosophy

and .Ffl?actice of executive of management and their impact on

managerial ideology in the company will be described in

late”? <2hapters. This chapter will describe Swope's

\

S 1David Loth, Swope of G. E. (New York: Simon and

OEknifiyter, 1958), provides the source of much of the content

t is chapter referring specifically to Gerard Swope.

48
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A9

eXpressed philosophy, his actions as President, and the

seeds of changing structure and activities of the company.

To be sure, changing managerial philosophy and its impact

on managerial ideology are variables beyond those of formal

organization which are being described here. Strictly

Speaking, they belong in later chapters which deal with

the changing moral order and the changing totality of social
 

structure. But the changing philosophy of the new execu-

tive management was the genesis for formal organization

structure change, which change did not culminate until the

next executive generation. It was a significant input into

the process of change, and,therefore, must be presented as

a backdrop for the remaining discussion of the change of

formal organization structure.

Swope was an organizer. After graduating from

Massachusetts Institute of Technology in 1895, he was em-

ployed by Western Electric Company at which time that

company manufactured not only communication equipment, but

power apparatus as well, hence, competing with General

Electric and Westinghouse. In the next twenty—four years,

he was successively electrical engineer; salesman; sales

manager; general manager of engineering, manufacturing, and

sale of all machinery business (including the large Haw-

thorne Works), Vice President of International Western

Electric.
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SO

Threaded through all his experience at Western Elec—

tric was Swope's organizing and systematizing ability. He

had reorganized Western Electric's selling operation, re-

organized the Hawthorne Works, reorganized Western Elec-

tric's foreign operations--all with notable success. He

was called upon for particularly difficult special assign-

ments--negotiation of sale of Western Electric's machinery

business to General Electric; reorganization of sales com-

pensation plans; negotiation of purchase of patents

essential to the automatic telephone.

General Electric hired him in 1919 as President of

International General Electric. Here again, Sw0pe embarked

upon a vast program of reorganization, including the

setting up of International General Electric for the first

time as an autonomous operation.

Early in his career, SwOpe had formulated an approach

to management which he called, ”analyze-—organize--deputize-—

' a phrase to become widely echoed throughoutsupervise,’

General Electric management. Swope practiced his formula

diligently--although some of his critics maintained that

he did not practice the ”deputize" element. Ample evidence

exists that Swope was a dynamic, strong executive who made

firm and prompt decisions and who held very close control.

Swope's election as President of General Electric

was viewed with concern among the company's managerial

rank and file. The company had a strong engineering and
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production orientation, and Swope was regarded as a

"merchandiser." His record of reorganizing ability preceded

him, and his appointment stirred no little alarm.

The reorganizing started at the top. The Board was

reorganized, to reduce and ultimately eliminate membership

by any General Electric executives other than the President

and Chairman.

Swope's approach to executive management and his con—

tribution to the changing orientation and activities of

the corporation can be summed up in the following six

broad categories.

Changing philosophy of executive responsibility.--
 

Swope viewed the corporation as a broader institution

than merely a business enterprise. He felt, and his person—

al actions demonstrated, that an obligation was vested in

the executive to enhance the security and the human rights

of workers, management and labor alike. In this he laid

no claim to humanitarianism; he stated publicly that this

view was simply "good business." He overtly declared that

the business executive must lead in the development of the

social reSponsibility of the corporation. In this he was

ahead of his time, and was viewed as ”radica" by many of

his executive peers.

The building of men.--Swope put into action adminis-
 

trative actions to prepare men in the management and
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sub-management levels for greater managerial responsibility.

As President, he instituted practices he had developed in

Western Electric of holding "management seminars," in

which groups of managers from diverse work functions were

brought together to gain the ”broad concept” of the objec-

tives and problems of the entire enterprise. He initiated

an "advisory committee” of twenty-one top executives of the

corporation meeting monthly to discuss individual group

and collective company problems. This did not mean he

relinquished control; all lines of authority clearly focused

to him. But it did cause a new awareness through the

growing company of a sense of personification of the company.

He developed the formal practice of "spotting” tal-

ented young men; every manager down to the lowest super—

visory level kept a "PYM" list of "promising young men,"

and passed this list upward through channels--a practice

which remained in vogue until the 19u0?s. (Evaluation and

rating systems will be described in detail later.)

He began the famous "Island Meetings.H Some years

before, and before its merger into G. E., the National

Electric Lamp Association had purchased a small island in

Lake Ontario, fitted it as a summer camp, and named it

”Association Island." Here were held management meetings,

unofficially referred to by managers as "adult education

disguised as a picnic." Swope used the Island as a medium

to further his objective of establishing management group
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meetings to view the company "as a whole." (Part III will

describe in detail the function of and the meanings

attached to "The Island.”)

He instituted the "Elfun Society," a quasi-formal

company-wide management group designed to encourage

"extra curricular” attention to overall company problems.

(This activity and its impact on managerial perceptions

and behaviors will be detailed later.)

The building of company image.--Although by the
 

early 1920's the company was well known in the industrial

and financial communities, its name was little known in

the public at large. Swope and Owen D. Young agreed

early in their tenures as President and Chairman reSpec-

tively that the name of G. E. should be promoted broadly.

By mutual agreement, Young assumed the role of ”public re-

lations officer," and for years was to devote much time and

effort to the development of a public awareness and favor-

able acceptance of G. E.

One of the first steps was to put the G. E. monogram

on all electric lamps heretofore ”branded” with a wide

variety of names identifying the producing unit (National

Lamp, Edison Lamp Works, etc.). The company had become

unified internally. Now it began to present itself to the

outer world in a "unified” sense. The G. E. monogram

appeared on each of the millions of lamps, beginning about

1923.
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At the same time, and as the company began more

broadly to enter the consumer-good market (discussed

below), a well known advertising firm was retained to

promote the name of G. E. The famous slogan, ”More

Goods for More PeOple at Less Cost” was coined-—a slogan

to become identified with the name of G. E. throughout all

sectors of the public.

As will be discussed in more detail in Part III, this

building of a highly reSpected public image had a two—fold

effect. First, it tended to make synonomous the name

G. E. with a strong, vast, and economically highly impor-

tant institution in the minds of the general public; second,

it tended to develop and reinforce an awareness of greatness

of the company in the minds of company personnel. Public

opinion surveys conducted periodically and as late as the

early 1950's demonstrated conclusively that no brand,

trademark, or monogram of any industrial company had as

high public recognition, or as high favorable acceptance.

Diversification and eXpansion into consumer markets.--
 

As Swope entered his presidency in 1922, the company was

struggling under the impact of the 1921 depression. One-

fourth of the 1920 labor force had been laid off; the long

heavy boom had been arrested. Many management people,

inside and outside the company, felt that future industrial

growth would proceed at a slower rate. Further, many
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management people within the company having witnessed

tremendous growth felt, and so expressed, that the com-

pany was as large as physically possible. Additionally,

there is.evidencettat highly placed people in government

and elsewhere, still recalling the great trusts and

their social impact, felt that the company was at maxi-

mum size "for the safety of the company."

The company was large, and powerful within its

industry, in 1922. It had become the fourth largest in—

dustrial corporation in the country in a short thirty

years-—significantly with many of its founding engineering

and financial fathers still actively engaged in its manage-

ment. Its volume of sales was double that of its nearest

competitor. The company centered primarily on the power

industry, producing and marketing power—generating appara—

tus for electric utilities and power utilization apparatus

for industrial firms. The consumer market served was

limited to that for electric lamps.

In Spite of the widely prevalent feeling that the

company had reached some kind of optimum size, Swope saw

new fields for the company, and made the decision to

expand and diversify the company into consumer markets

for electrical appliances. This decision, made early in

the 1920's to diversify the company's business into

about equal thirds——capital goods, industrial—user goods,

and consumer goods--was one of the most far—sighted
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decisions in the company's history. The resulting addi—

tional decision to enter the electric refrigerator market

on a mass-production basis put G. E. into the electrical

appliance business--a decision which, with a steadily in-

creasing array of appliance products and a concomitant

buildup of advertising and public relations made the G. E.

name a household word.

Development of ”employee benefit” programs.--Swope
 

consistently maintained that "men were more important

than machines." Both his critics and his admirers agree

that he was a pragmatist, and not an idealist in this

regard; Swope was a superior organizer and integrator,

and possessed the executive talent of optimally mar-

shalling and deploying all resources, human, physical,

and financial.

He frankly rank—ordered the various ”publics” with

"customers and the general public” placed first, followed

in order by ”workers," ”the industry," and ”stockholders”

(Late in his career, he placed ”workers” in the first

position).3

The emphasis on the workers as a vitally important

resource led to implementation of a number of employee-

benefit programs. A pension plan had been initiated as

 

3Loth, op. cit., p. 162.
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early as 1915, and was greatly expanded in the 1920's,

with the company paying the entire cost. Numerous other

programs involving insurance, health benefits, savings

plans, employee training programs, unemployment insur—

ance, etc., for all employees were pioneered by the com—

pany. This must be viewed in the proper perspective;

such programs, common~place today, were perceived by

many executives in industry at that time as ”radical"

in character.

Development of union relations.-—Closely allied
 

with the importance attached to employee benefits was

the philosophy developed by top executives of relations

with trade unions. Swope believed in unions, and

accepted them as functional. This is not to say that

there were not continual problems and negotiations.

But the G. E. executive management was not anti-union,

and again was regarded by other industry executives as

"radically” progressive.

In brief summary:

1. The company continued to grow through the dec-

ade of the 1920's by diversifying into consumer

markets. The public image of the company grew

both in public awareness and in public reSpect.

2. The research ane engineering achievements of

the company continued Space. The famed research
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laboratory and its noted scientists introduced

an array of technological innovations; develop-

ment and application engineering groups devel-

oped new technologies for the application of

electrical power equipment to industry, revolu-

tionalizing industrial productive techniques.

' side of the company was increasingly3. The "people'

emphasized. A wide variety of employee-benefit

programs evolved——viewed by business men out—

side the company as ”liberal,” or ”radical," and,

4
in some cases, as ”dangerous.”

The Formal Organization Structure, 1922-19MO

The formal organization structure at the beginning of

Swope's regime in 1922 is pictured in Figure 2, page 46.

Basically, the organization structure was to remain un-
 

changed throughout Swope's era.

There were adjustments and modifications, of course.
  

As the company moved into the appliance business, the

”Appliance and Merchandise Department” was created as a

separate operating component, with its own self contained

functions of engineering, manufacturing, and sales.

Further, as the company acquired other electrical enter—

prises, e.g., Telechron (electric clocks), Hotpoint

“Leon Keyserling, Chairman of the Council of Economics

Advisors in the Truman administration recently remarked that

when Congressional hearings were held in the mid 1930's on

Social Security, Gerard Swope of G. E. was the only business

executive testifying in favor of the concept of Federal

Social Security.
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Company (appliances), Locke Insulator Company (insulators),

an executive policy decision was made permitting these

acquired companies to continue to operate quasi-autono-

mously and under there own names.

Hence, by 1930 (see Chart 1, Appendix I) the formal

organization structure remained essentially the same in

form. It was still highly centralized. Even as late as

1939, nearing the end of Swope's regime, the structure

remained the same; an additional operating department, the

Radio Department had been added, but the anatomy was

unchanged. The important point to note about organiza-

tional development from 1892 to 1940, the end of the

Swope era, is that the organizational structure remained

in a set of vertical functional hierarchies (engineering,

manufacturing, and sales). Executive control was highly

centralized; that is, no integrated control existed over

all the functions short of the President’s level. True,

the slight exception existed for the Lamp, Appliance, and

Radio Departments, each of which had a Vice President in

charge of all functions. But the functional hierarchies

within these departments were highly centralized; for

example, the manufacturing function of the Appliance and

Merchandise Department consisted of a wide variety of

separate production operations for a great diversity of

products ranging from toasters to refrigerators, each

reporting through a channel of manufacturing management,
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with no management tie at respective management levels

with comparable engineering and sales operations.

Hence, from its early beginnings to the early

1940's, the organization structure can be described as

highly centralized, and structured in vertical, functional

hierarchies. Schematically:
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It is significant to note that formal organization

structure did remain anatomically the same during this

period (1922-1940) of changing executive philoSOphy,

changing objectives, changing market direction. But it

is even more significant to view this organization-

structure stability against the great changes in company

productivity. Note Chart 3, Appendix I. From 1920 (just

prior to Swope's election as President) to 1940, sales

rose from $276 million to $456 million; number of employees

rose slightly, from eighty-two thousand to eighty-five

thousand;5 number of stockowners increased from seventeen

thousand to 212 thousand; number of plants remained the

6
same at fifty-four; number of product lines increased

 

5These data are misleading. Note that in the decade

1920—1930, number of employees fell from eighty-two thousand

in 1920 to seventy-eight thousand in 1930, the drop occurring

in 1929 and 1930 because of the Great Depression. In fact,

during the early years of the 1930's, employment fell even

below this. We have data only for 1930 and 1940, and do not

know how far it fell below the 1930 figure. Thus, though

the employment level at the end of the Swope era is only

modestly over that of its beginning, great increase had oc-

curred in the period 1936—1940.

6This, too, is misleading. In 1930, midway in the

Swope era, number of plants had drOpped to thirty—three pri-

marily because of retrenchment due to the depression. But

in 1940, it had risen to fifty-four, indicating significant

physical growth in the period 1930—1940. And this did not

mean that closed plants were all reopened; in some cases

new plants were Opened. We have no data on Specific plants

closed and/or opened; hence, there is an element of conjec-

ture in these statements. But the cyclical swings in employ-

ment of resources due to the Great Depression must be con-

sidered here.
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Significantly from eighty—five to 281;7 number of affil-
 

iated companies increased from five to eleven.

The geographical diSpersal of the company during

the Swope period was largely limited still to the north—

eastern quadrant of the country. Some of the acquired

plants were in other locations (e.g., Hotpoint in Chicago).

But the company had not yet begun to expand its manufac-

turing facilities broadly throughout the national community.

There is no way to measure the productive efficiency

Of the company during this period. But the data show con-

clusively that great growth was achieved, and that such

growth was accommodated within the existing formal organi—

zation structure. Many, many new product operations were

"tacked on” the existing hierarchies of engineering, manu-

facturing, and sales, and each vertical hierarchy expanded

vertically and horizontally, striving to accommodate the

Precursors to Organization Change
 

But there is evidence of uneasiness in the minds of

many managers of higher levels regarding the ability of

the centralized, work-functionally hierarchial organiza-

tion to continue to operate efficiently. There were two

 

7Not all this increase came from entry into the appli-

ance markets. New product lines in the industrial power

apparatus and the electronics markets were also proceeding

apace.
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significantly from eighty-five to 28137 number of affil-
 

iated companies increased from five to eleven.

The geographical diSpersal of the company during

the Swope period was largely limited still to the north—

eastern quadrant of the country. Some of the acquired

plants were in other locations (e.g., Hotpoint in Chicago).

But the company had not yet begun to expand its manufac-

turing facilities broadly throughout the national community.

There is no way to measure the productive efficiency

of the company during this period. But the data show con-

clusively that great growth was achieved, and that such

growth was accommodated within the existing formal organi—

zation structure. Many, many new product operations were

"tacked on" the existing hierarchies of engineering, manu-

facturing, and sales, and each vertical hierarchy eXpanded

vertically and horizontally, striving to accommodate the

firecursors to Organization Change
 

But there is evidence of uneasiness in the minds of

many managers of higher levels regarding the ability of

the centralized, work-functionally hierarchial organiza-

tion to continue to operate efficiently. There were two

 

7Not all this increase came from entry into the appli-

ance markets. New product lines in the industrial power

apparatus and the electronics markets were also proceeding

apace.
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major precursors to organization—structure change, (1)

overt criticism of the present organization structure,

and (2) the creation of "management committees."

Overt criticism of structure.——As early as the late
 

1920's (six or seven years after Swope's election), the

continued rapid growth of the company in sheer physical

size, the tremendous diversification of products and

markets, and the compounding of technology began to evi-

dence to some managers an unwieldiness of organization.

Executives at the vice-presidential level, looking at the

Sprawling parochial hierarchies below them began to Speak

' At a meeting of top management atfor "reorganization.'

Association Island in 1929, a severe indictment of the

centralized functional organization was formally voiced

by many executives. The sharpest criticism was presented

by a Vice President destined to become President ten years

later. He indicted the then present organization structure

on the following bases:

1. It creates inertia.

2. It creates prolonged delays.

3. It wastes time.

4. It causes an overburden of clerical work and

expense.

5. It discourages individuals' independent reasoning

and reduces individual capacity.
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6. It lessens individual reSponsibility.

7. It retards the development of leaders.

8. It causes confused thinking about problems and

policies.

9. It results in compromise decisions.

Here, then, in 1929 was a formal organization per-

ceived by operating executives as cumbersome and unfitted

to the growth opportunities and objectives of the company.

It was perceived by them as a limiting constraint on

growth. These were early seeds of the decentralization

concept which were to germinate for nearly twenty years

before fruition.

The "management committees." —-As new product lines
 

continued to be added, each, of course, required a group

of design engineers, a manufacturing facility, and assimi-

lation by the selling organization. This presented little

difficulty in the early pioneer days of the company when

the engineers, manufacturing people, and headquarters

sales people were, figuratively Speaking, housed side by

side and were literally personally acquainted. But with

growth came proliferation of these three work—function

hierarchies, and physical separation. By the late 1930's,

this organization-tree proliferation had made coordination

between these functions extremely difficult, if not

impossible.
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To alleviate this difficulty, "management commit-

tees" were established. The purpose of these "operating

1

committees,Y and the rationale underlying them, has an

important bearing on the analysis of the effects of later

"decentralization," and it is important, therefore, to

examine it in some detail.

At the various levels in the organization, manage—

ment representatives of engineering, manufacturing, and

sales involved in a Specific line of products (e.g.,

small electric motors) formed the management committee.

The expressed objective of this committee was:

To bring commercial and engineering groups to—

gether to plan ahead, propose new products,

Sponsor development programs, prepare Specifica—

tions, and thus strive consistently and to the

utmost that the company's product will always be

adapted to the needs of ingividual customers and

in advance of competition.

Following the example of small motors, the committee may

have consisted of the following:

1. The sales manager of the small—motors product

line (who may have been physically located at

General Office Headquarters, and not at the

plant city).

 

8The General Electric Review (Volume 45, No. 8,

August, 1942), p. 447. This is a company published

but externally distributed ”professional” magazine.
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2. The manager or supervisor of the design engi-

neering group assigned to small-motor design

(sometimes, but not always located at the

plant city).

3. The supervisor of the manufacturing facility

producing small motors (always located at the

plant city).

(Remember that each of these managers reported organiza-

tionally upward through his own hierarchy and was accountable

to it.)

The committee met periodically to jointly arrive at

decisions affecting the operations of each of the functions.

This ”formalized” lateral communication was proclaimed as

a ”system which represents a_democraticapproach to problems
 

of organizing technical Skills for cooperative effort.

(and is) designed to decentralize talents . . . and engi-

neering skills.”9

There were many such ”Management Committees,” and

based on personal observation by the author and on research

findings, they provided valuable managerial process, coor-

dinating activities at various levels up and down the

reSpective hierarchies.

 

9General Electric Review, op. cit. (Underlining

added).
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Note, however, that the committee had no integral

managerial authority, per se. Unresolved problems had
 

to be passed upward by each of the members through his

own hierarchy until they were jointly solved by a "Com-

mittee" at a higher level. Conceivably, even at the top

level of the hierarchies, the vice presidential level, a

problem could remain unresolved, in which case only the

President could make an authoritative, over—riding

decision.

Members of the management committees individually

had no vested authority over the other members; however,
 

research findings indicate that individual members did

achieve in many cases a measure 0f.22fl§£ over the commit-

tee. There is ample evidence that in a Significant number

of cases, the sales, or ”Commercial" manager ”ran the Show,"

and in essence dictated to the engineering and manufac-

turing members.

Thus, evidence exists that the formal organization

structure was perceived as being inadequate for continued,
 

effective growth--by overt expression in the late 1920’s,

and by structural makeshifts in the late 1930's. If

these were indicators of the need for structural change,

why is it that real structural change took so long in

coming--in fact, until 1950? It could be argued that the

chief executive feared the loss of control, or it could be

argued that no one knew how to effectively accomplish a
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vast structural change. We conjecture that the seeds

for organization-structure were there, but two great

events in the company's external world deterred their

coming to fruition-—the Great Depression, and World War II.

From 1930 until about 1937, management of the company

turned its attention to the business of coping with the

economic depression. From about 1940 until 1946, the com-

pany ”went to war." From 1946 to about 1950, the company

was accomplishing the gigantic feat of turning its engi-

neering, manufacturing, and marketing into a vastly

changed (and changing) social and economic world. Through-

out the decades of 1930-1950, therefore, a "moratorium" on

organizational structure change was intentionally declared.

We say ”intentionally” because official company statements

made at the outset of the great reorganization of the

1950's so state. And study of organization and planning

for its change began in an unobtrusive way even during the

war period--also evidenced by later company statements.

Summary

The observations in this and the preceding chapter

appear to substantiate the proposition that a given formal

organization structure can effectively accommodate physical

growth, the development and assimilation of technology, and

now programs of adjustment to external change only up to

some Optimum point. Beyond this point, existing structure
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can no longer accommodate such change. Thus, pyramiding

technology, the drive for physical growth,10 the developing

of new programs for market achievement are essential in-

gredients in the process of organization—structure change.

The next chapter, describing the massive organization

change in the 1950's additionally supports this view, and

presents explicit statements by company executives to

such effect.

10We hypothesize that the drive for growth really

has its roots in the drive for Sheer survival.
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CHAPTER‘VI

DECENTRALIZATION, 1951—1960

The Ralph Cordiner Era
 

We are not describing in detail the period l940—1950.

In 1940, Gerard Swope retired as President and Chief

Executive Officer, and was succeeded by Charles E. Wilson.

Wilson was regarded within the company as an outstanding

executive who would guide the company capably. He was

an outSpoken advocate for a ”new" management organization

structure. He had begun his service with G. E. as an

”office boy" in the early 1900's at the age of about

fourteen, and was destined to achieve the quite rare dis—

tinction of celebrating fifty years of active company

service before the mandatory retirement age of sixty—five.

He had risen through the managerial ranks of the manufac-

turing component of the Appliance and Merchandise Depart—

ment, had served as Vice President and General Manager

of that department, had served as corporate executive

vice president. Soon after his elevation to the presi—

dency, his executive attention had to be turned to

Shaping the company's productive facilities to the war

effort. For a period of two years during the war, he was

tapped for governmental service in the War Production

71
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Board, during which time Swope returned from retirement

to serve as President. After the war, in 1946, Wilson

guided the company in its readjustment to a ”new peace-

time economy." Again, the focus was on expanding tech—

nology, the adaptation of war—generated technology, and

the expansion of new and refurbishing of old productive

facilities. Note in Chart 3, Appendix I, that during

the decade 1940-1950 (his term of office), sales increased

from $456 million to $1,960 million; employees from

eighty-five thousand to 183,000; number of plants from

fifty-four to 117; number of product lines from 281 to

328. Spatially, too, the company had expanded.l Hence,

the familiar story continued in the 1940-1950 decade—-

mushrooming technology, Spiraling demand, increasing

employment, increasing product development, expanding

productive facility--all ”hung” on essentially the same

basic formal organization structure. But Wilson, the

advocate of organization change, prepared for change. In

1946, he charged Ralph Cordiner, first as Assistant to the

President, and later as Executive Vice President, to

formalize plans for a vast reorganization. This was not

a sudden executive move. AS discussed in Chapter V,

company executives were expressing concern about what

they perceived as inadequacies of the centralized,

 

1Data on number of plants and location is not avail-

able for 1950. But in 1952, number of plants had risen

from fifty-four in 1940 to 131, located in ninety-eight

cities in every quadrant of the country.
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functional organization as early as 1929. During World

War II, the company began a period which the present Chief

Executive Officer of the company described as "almost

explosive growth which caused its managers to question

whether it might not be necessary to evolve new tech-

niques of organizing and managing the company."2 Under

the pressure of war production, the company's output shot

from approximately $350 million in 1939 to $1,370,000,000

in 1943—-an increase of over four-fold in four years.

Further, company executives;forecasta post-war

opportunity for a continuing and compounding demand for

electrical and related products-~a reflection not only of

a general change in the economy and the Society, but also

of the burgeoning technology which had been even further

accelerated by the technological innovations of the war

era. By the end of the war, company officials were pre—

dicting a doubling of the company’s business in leSS than

10 years--or, a volume of $3 billion by the mid-1950's.

It was obvious as stated repeatedly and publicly by company

executives that a company with such growth characteristics,

and Operating on such a scale, required a different mana—

gerial approach than the company of the 1920's and 1930's.3

 

2Cordiner, op. cit., p. 44.

3Ibid., p. 45.
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Of course, this organization problem had long been

subject to "on-again, off—again” study. But during the

war years, Ralph Cordiner, then Vice President and Assis—

tant to the President, began the task of analyzing the

problems of organizing the company for the anticipated

post-war growth period, and of recommending a Specific

plan of implementation. He is generally regarded, inside

and outside the company, as the ”architect" of the company's

decentralization concept and its implementation. He was

elected President and Chief Executive Officer in 1951.

In discussing decentralization as practiced in

General Electric, it is important to note that this is a

process much beyond and much deeper than merely a

shuffling and reorganizing of facilities and organizational

components. Underlying it is a managerial philoSOphy of

the managerial process which differs radically from that

which existed prior to decentralization. As Cordiner

himself put it in his 1956 McKinsey Lectures at the Gradu-

ate School of Business, Columbia University:

Every company should be managed with some workable,

ethically reSponsible philosophy of management.

That is, the managers of the company Should be in

general agreement on a set of underlying principles

that will guide their work in providing leadership

for the company. For some companies, the set of

principles that guide managers may be tacitly under-

stood without ever being presented systematically.

This may be a part of the company's tradition or it

may even reflectuthe personal philosophy of the

chief executive.

 

“Here we conjecture he is referring to General Elec-

tric, pre-decentralization.
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While General Electric's present philosophy of manage-

ment has had a long evolution in company tradition and

reflects the personalities of its great leaders in

years gone by, considerable effort has been devoted in

the past ten years to "thinking through” and presenting

this managerial philosophy in a systematic way.5

This is a significant statement to which we shall later re—

turn in the discussion of the "process of Social system

change."

The Concept of Decentralization
 

Whereas it is true that there was a physical decen-
 

tralization or

rearranging of organizational units in Smaller, more

manageable pieces--and whereas decentralization was

undertaken with reSpect to products, geographical

location, functional types of work, and markets--the

real key to the G. E. concept of decentralization

lay in the thorough decentralization of reSpgnsibility

and authority for making business decisions.

Or, put another way, decentralization in General Electric

conceptually and definitively was the delegation of business

decision—making authority and commensurate accountability

for the efficacy of those decisions. Ten basic guiding

principles of decentralization were established, and are

being reiterated here because of their import as variables

influencing managerial behavior-patterns, which will be

discussed in depth in subsequent chapters.

 

5Cordiner, op. cit., pp. 40—41. Note the inference

of "scientific management.” Note also the damning with

faint praise of management via personality, possibly a hint

of the coming increase of rational and secular approaches.

61bid., p. 47.
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The Guiding Principles of Decentralization
 

l. Puts authority to make decisions as near as

possible to where action takes place.

Gets best overall results by getting greatest

and most applicable knowledge and most timely

understanding actually into play in the

greatest number of decisions.

Works only if real authority has been delegated,

and not if details then have to be reported, or

worse yet, if they have to be "checked" first.

Requires faith that man in decentralized jobs

will have capacity to make sound decisions in

the majority of cases.

Requires realization that the aggregate of many

individual sound decisions will be better for

the business than centrally planned and controlled

decisions.

Requires understanding that the main role for the

members of services (staff) components is the

providing of help and advice through a few experi-

enced people, so that operating managers reSpon-

sible for making decisions can help themselves

to make them correctly.

Rests on need to have general business objectives,

policies, plans organized structure and relation-

ships known, understood, followed, and measured;
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but realizing that definition of policies does

not mean uniformity of methods of carrying them

out in decentralized operations.

8. Can be realized only when higher executives

realize that authority genuinely delegated to

lower echelons cannot, in fact, also be retained

by them.

9. Will work only if responsibility commensurate with

decision-making authority is truly acepted and

exercised at all levels.

10. Requires personnel practices based on measured

performance, enforced standards and removal for

incapacity or poor performance.

Note particularly the tenth point. We shall discuss the

meansings attached to this, and other of the "guide points"

in considerable depth later. However, to serve as a point-

of-reference in the ensuing discussions, we make the asser—

tion now, which we shall later attempt to verify by research

findings, that although decentralization did in fact

structurally create many "small” quasi-autonomous businesses--

and did in fact delegate considerable decision-making author-

ity to managers ”down the line”—ji§ did nevertheless give
 

the executive a degree of actual control over the entire
 

company which had never been enjoyed by previous executives.

We are saying that after decentralization the executive

literally held more power than ever before over managerial

decision-making and other behavioral-patterns.



V»)

er+

 

n
‘

L
3

’
-
«
‘
I

I

-

 

AAA 8. C

8‘.-

,1

A

...

A

~—

v

7‘

t’
§ roduct Y

-e,

‘ .

a
-|‘y

”a.“

I_},

,-
1-.-

.A..\.r..¢.

ES V.‘
. ‘er

2". .

Klara;

(
l
)

(
D

(
f
'

{
U

’
1
4

. V
---y-,~

-.-.u‘E-
V1

...-~, .A08,

.-;..'«‘»--
q

A

V
r fl“

‘
n
-

f
l
)

1
0

I
F
j



78

Up to this point decentralization has been discussed

as a philosophical concept—-as almost, in a sense, an

attitude, or frame of managerial-mind. This orientation

was in fact strongly emphasized by the company. The re-

mainder of this chapter will describe the ensuing organiza—

tion-structural process of decentralization with regard

to the actual re-structuring of the organization.

Structurally, the former vertical, functional

hierarchies were dissolved, and the organization was re—

formed into a three-part structure, distinguishing between

the Product Departments (”operating” components), the

Services (company-wide staff) and the Executive Office.

The basic building—block of the decentralized structure

was the Product Department.7

The Product Department: The Basic Building:Block

The Product Department was more than simply a rea-

ligned structural arrangement. It was the formation of a

distinct business enterprise--engaging in an identifiable
 

business on a profit-and-loss basis, with a single product

line (or a "family" of highly compatible products),

serving a definitely identifiable market. To form the

Product Department, "horizontal slices” were taken out of

the former vertical, functional hierarchies, assembling,

 

7In many reSpectS, similar to the General Motors

"division."
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therefore, for a Specific product line, the engineering,

manufacturing, and sales functions into an integrated

business. To the management of this business was delegated

operating authority and accountability for contribution

to overall company growth and profitability. The general

criteria for the formation of this operating—business

were:

1. The department Should represent a logical, iden—

tifiable, and complete product business entity.

2. It should be a "business” which is akin to a

proprietorship, for which its executive manager

can be held responsible and accountable for

performance, achievement of required results,

and achievement of profitability, in accord

with measurable and assigned standards.

3. It must have an actual or potential sales volume

' quasi-enabling it to operate ”on its own feet,’

autonomously (Average per department about 25

million dollars annual sales).

4. It must possess all resources—-human, physical,

and financial—-to perform its operation.

5. It must have its own distinct and identifiable

market.

In essence, then, the Product Department operated

very much as an independent small company, with its general

manager performing an executive role very Similar to that

of the President of a small company.
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Certain broad company policies, of course, were

Spelled out in the "charter" of the Product Department.

For example:

1. Product E2222 was determined for the department;

that is, entry into new product fields required

executive approval (i.e., the locomotive depart—

ment could not arbitrarily decide to enter the

automotive industry); discontinuance of a

product required approval (lest its discontinu-

ance have unfavorable market impact on other

departments), etc.

Certain company-wide activities such as company—

wide letting of steel contracts, etc., were

reserved.

Company-wide employee-relations policies regarding

employment benefits, pension, salary administra-

tion policy, etc., were required to be followed.

But save for the relatively few integrating policy

requirements, the General Manager of a Product Department

was given great freedom in operating decision—making:

1. In essence, he ”rented" building facilities from

the company, and proceeded to "run" his business.

He had authority to hire and fire-—to purchase

his resourceS--to determine design of his product-—

to develop the manufacturing techniques as he

best saw fit--to develop marketing strategy and
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programs—-to price his products-~to determine

terms of sale—-to establish service policies-—

to train and develop personnel.

3. He had authority to make capital expenditure

decisions up to half a million dollars without

approval from higher executive levels.

The position of General Manager, thus, was one of great

authority and reSponsibility, and demanded executive

ability and performance of extremely high caliber.

The other Side of the coin was his accountability.

Although he had delegated to him great decision-making

authority, and higher-level executives did not in fact tell

him how to make these decisions or how to Operate his

business after decisions were made, he did have a high

degree of meticulously Spelled out standards of accounta-

bility, and was personally measured and evaluated by his

department's performance and results in the following

categories:

1. Profitability, Short and long range, of each of

the departments product lines, as measured by

return on investment, net to sales, and total

profits earned.

2. Optimum sales volume--i.e., maximum long range

sales volume without sacrificing optimum profits.

3. Market position (a measure of his department’s

market Share vs. competition).



 

.3 ...
v' m (s.

1

‘I

HHHM.

HI; 11mm“)?

\. ' 9’.I

h

in I. .J_

1. iflr(

)

I MU..V;J k

(.0 Ftéf..rLr

) ’

L [)4 l -

\. (QFUH-

.47.} .. .

.:.»...bimw.

phlJJD‘! «if ,rift (...moprx
WH.m

,f/i

HI)

I,“ W.
l. .

l.(l\n}1!j~l

(b.p(§.lo

} 1|»

”1! 14v
5‘ l

I¢ v

u «L

...-n

..l Dluv

(.

(
0

 



82

4. Productivity of his department (effectiveness of

his utilization of men, capital, and raw mater-

ials).

5. Technological leadership.

6. Personnel development.

7. Employee attitudes.

8. Public (social) reSponsibility.

9. Balance between short range and long range goals.

Although dollar amounts or numbers, assigned to these

measurement areas varied from department to department, the

standards themselves were uniform. Hence, although authority

was delegated, a high degree of control of performance and

results was achieved by setting a different kind of bounds

on the General Manager-~prescribed measurable standards

for the results. Coupled with this is the clearly published

admonition that failure to achieve the predetermined re-

sults subjected the General Manager to removal from the posi-

tion. (We shall return to the delegation of authority and

its accompanying accountability in Part III and again in

Part IV, when we treat them as input-variables in analyzing

and explaining managerial behavior-patterns. Here we are

treating them only as elements of structure in describing

organization change in a historical sense.)

As the executive of a product business, the Product

Department General Manager was reSponsible for all the

work—functions required for that business. These were
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classified as engineering, manufacturing, marketing, finance

and employee and community relations. (A few departments

had additional work-functions where warranted, e.g.,

operations research). Each of these functions was headed

by a functional manager reporting directly to the General

Manager. The organization structure, therefore, was:

 

PRODUCT DEPARTMENT”X”

General Manager

i
l 1 l

  
 

 

 

  

 

 

Engineer Manufacturing Market ins Finance' EMPL. 8c COMM.

Manager— Manager— Manager Manager RELATIONS

Engineering Manufacturing Mark eting F inanc e Manager

      
 

 

Figure 5.——Product Department Organization Structure
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This group of management, with the general manager

clearly and definitively in command, formed a "management

team," utilizing and integrating executive skills and

the highly Specialized functional-management skills.

Each of the functional sections above, of course, had at

least one, and often two additional levels of management

reporting to it. For example, the marketing manager may

have had a marketing organization reporting to him as

 

 

  

  

   
    

follows:

MARKET IN G

Manager-

Marketing

ADVERTIS MARKET ' FIELD PRODUCT SALES

SALES PROM. RESEARCH SALES PLANN ING ADMDIISTRAT IOI\'

Manager Manager Manager Manager Manager

              

Figure 6.-—The "Function" Organization Structure
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Each of the managers reporting to the Manager—Marketing

mgy have had an additional level of management below him,

e.g., the Sales Manager may have had a number of Regional

Sales Managers. Also, there may have been horizontal

divisions of labor, e.g., there may have been two or more

sales managers, differentiated on a product or market

basis.

Thus, the functional manager actually had two elements

to his role. He served as a ”line” executive, running his

own functional organization in accordance with objectives

and policies determined by his General Manager; also, he

served as a ”staff” executive, forming with the other

functional managers a ”management team” working with the

"executive" (the General Manager).

The "Division" Level

For the purposes of executive management,8 the

Product Departments were grouped into Divisions. The

Division might be described as a family of compatible

businesses. The Division General Manager, a Vice President

and officer of the company ostensibly had the role of

long-range planning for his Division, and for the periodic

review of his departments' performance. Under the theoreti-

cal. concept of decentralization, he was directly in the

 

8Cordiner, op. cit., p. 63.
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”line” chain of command between the Executive Office and

the Product Departments, but delegated operating reSpon-

sibility to the General Managers of the departments.

Practically, however, as research findings will indicate,

the Division Vice President did in fact managerially be—

' operating executive, and retain morehave as a "line,'

operating authority (sometimes subtly) than the pure decen-

tralization concept proposes.

The "Group” Level
 

Similarly, Divisions were arranged in compatible

' each"families" known in company parlance as ”groups,'

headed by a "Group Executive” who was designated as a

member of the "Executive Office."

The ”Services”
 

With the company decentralized to a relatively large

number of quasi—autonomous product businesses, many of

which were serving the same market, the need for a strong

company—wide staff service was accentuated. Staff groups,

1

referred to as ”Services,' each headed by a Vice President

designated as a ”Service Officer" were composed of individ-

uals highly competent in professional Skills. The mission

of the services was to carry on functional research in

each of the functional fields (e.g., Marketing), and to be

available to the operating components to "teach, advise,

and counsel."
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The Overall Management Structure
 

Schematically, therefore, the management structure

of the company after decentralization appeared as Shown

in Figure 7, below.

 

 

 

 

  
 

 

  
 

   

  

 

 

 

   
 

 

  

  

   
  

[— CHAIRMAN OF BOARD

Chief Executive Office)

THE — - PRESIDENT

EXECUTIVE

OFFICE .

GROUP EXECUTIVES [Services Officer'sj

7 DIVISION

VICE PRESIDENTS

OPERATJNG ~ 1

EXECUTIVES , J

PRODUCT DEPARTMENT

J GENERAL MANAGERS

"FUNCTION"-MANAGERS I

FUNCTION 1 -

MANAGERS

”SUB—FUNCTION”

MANAGERS

— Occasionally, an

‘— extra management

level here

INDIVIDUAL

WORKERS

   

Figure 7.——Management Organization Structure after

Decentralization.
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Under the former centralized structure the line of

communication between an operating executive and individual

workers was long and tenuous, with a great multiplicity of

management layers. Further, the horizontal linkages between

the long, vertical functions were accomplished only by

"committees" which possessed no decision—making authority.

After decentralization the line of communication

from Chief Executive to individual worker was Shortened

to only six (or seven at most) levels of management.

Further, the functional work was horizontally linked to—

gether, with firm decision-making authority, at the product

operating level. Thus, each of the product departments

became a semi-autonomous business with simple line—and-

staff structure, housed "under the same roof"--highly rem-

iniscent of the total company in its early days. Ideally,

authority and accountability was delegated commensurate

with the level and responsibility of the position all the

way down the management line.

"Operating" committees were prohibited. Even the

position of ”assistant manager" and "assistant to the

manager" were eliminated--again, based on the tenet of

decentralization that authority can be delegated but not

shared. The word "assistant” is non-existent in the

vocabulary of the company. Accountability is assigned

only to individuals.
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Implementation of Decentralization
 

At the end of World War 11,:hll945, there were no

product departments. The growth of departments and divi—

sions is shown in the following figure:

Figure 8.--Growth of Product Departments and Divisions,

 

 

 

1946—1960.

Year No. of Departments No. of Divisions

1946 16 6

1947 33 7

1948 33 9

1949 31 9

1950 37 9

1951 43 10

1952 62 20

1956 100 21

1960 110 PT

 

The great formative period was 1951—1955, the period in

which much of this research and analysis is focused.

Another revealing facet of structure is shown in

Figure 9, which depicts the distribution of operating

executive management at the end of 1961.
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Note that in 1960 the company (see Chart 3, Appen-

dix I) had grown to a sales output of 4.2 billion dollars;

employment had risen from 183,000 in 1950 to 251,000;

number of stockowners had risen from 250,000 in 1950 to

417,000; number of plants9 had increased from 117 in 1950

to 168; number of product lines had increased from 328

in 1950 to 400; number of product departments had risen

from 37 in 1950 to 110. Also note in Figure 9, that this

 

vast complex was managed and operated byga total of only

137 operating executives. Note further the pyramidal
 

aSpect of this management elite, and the "real" control,

therefore, of the Chief Executive.

The formal management organization structure for

the first time in the company's history had been truly--

and drastically-—changed. (See Chart 1, Appendix I for

its schematic diagram with reference to the organization

of the past.) Even the "affiliated companies” were included;

each was absorbed into the new G. E. organization structure

as divisions or product departments. For example, the

former Hotpoint Company became the Hotpoint Division; its

office of President was eliminated, and supplanted by that

of Vice President (of G. E.) and General Manager, Hotpoint

Division.

 

9We have no data for number of plant cities in 1960.

However, in 1961, number of plants had risen to 170, lo-

cated in 134 cities (Chart 2, Appendix I) located in every

major geographical sector of the country.
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Summary

The highly centralized functional structure which

had served the company well in its pioneering and early-

growth days was recognized by management as becoming un—

wieldy and limiting to continued growth. As executives

looked into the future, particularly during World War 11,

they perceived and correctly forecast greatly expanding

technology, changing social and economic environments,

and sharply increasing demands for electrical products

in the home, in the factory, and in governmental defense

operations. Correctly forecasting a doubling of company

volume in less than a decade, it was deemed imperative

to realign the company's basic organization structure to

enable the company to continue its growth. This involved

much more than shuffling of resources, skills, and facili—

ties--it required new concepts of management, new philoso-

phies, new managerial attitudes.

The decentralized structure described in this chapter

was not accomplished without mistakes, conflicts, and mis-

understandings. The significant point in summary here,

however, is that this vast company did successfully, in

the net, adjust to its changing external technological,

economic, and social environments; and in so doing, initi-

ated processes of change which even now continue to provide

forces for further change, so that the company as a system,



W‘

”G ..J.' e a.-“'AJuu....

‘V‘

. . ‘ i

37.83.”.le W..

 



93

and as a web of interrelated sub-systems is in the con-

tinuous and momentarily present process of becoming

something which it is not yet.
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CHAPTER VII

THE APPARATUS BUSINESS

From its early days, General Electric has devoted

a large proportion of its productive resources and capacity

to the production of capital goods. Whereas it was the

electric lamp which initially Sparked the entire electrical

industry into being, the great bulk of industry effort

soon turned to the mandatory development of power generating

machinery and transmission equipment. As innovation in

the power equipment field continued, G. E. and others in

the industry turned to applications in industry. The

practical application of the dynamo in larger and larger

sizes to the generation of electric power for lighting

led to the development of a similar machine-—the electric

motor-—which by the late nineteenth century had found its

way into railway applications. By 1887, five years before

the formulation of G. E., its predecessor companies and

their competitors had electric motors installed and in

use in more than a hundred trades and industries, driving

shoe machinery, coffee mills, lathes, printing presses,

freight elevators. With the successful development of

alternating current machinery, pioneered notably by

.914
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Westinghouse, transmission of power over relatively long

distances became technically and economically feasible.

The great era of electrical horsepower had begun--

multiplying man's productive capacity a hundred-fold.l

With the exception of the electric lamp itself,

General Electric's rapid growth during its first thirty

years was entirely in the field of power apparatus, de-

signed for and applied to industrial—use applications--

power-generating and transmission machinery; power dis-

tribution equipment; electrical measuring and metering

devices; power control and switching devices; power utili-

zation equipment including electric motors, electric

heating equipment, etc. This array of power equipment,

or heavy and light capital goods, whether used directly

by the purchaser (e.g., a motor to drive a steel mill

roll-out table) or used by the purchaser as a component in

his marketed product (e.g., a motor purchased and installed

on a lathe by a machine tool manufacturer), is subsumed

under the generic industry category of apparatus.

The apparatus business is big. Even with the great

growth of electrical consumer goods, beginning in the

1920’s, including refrigerators, ranges, washing machines,

radios, et al., the demand for apparatus applications in

 

lHammond, op. cit., pp. 118-119.
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industry continued to compound, so that even today, the

apparatus business is a major portion of output. General

Electric in 1961, for example, with a total sales of

4.5 billion dollars, announced the breakdown of this

volume as:

Heavy capital goods 24%

Components, materials and

light capital goods %

Defense goods 24%

Consumer goods 24%

Even counting out "defense goods,” and considering only

sale of goods to the industrial markets, about half,

or 2 billion dollars plus, of G. E.'s output was in the

apparatus category.

Another significant characteristic of the apparatus

segment of the electrical industry is the high level of

innovation in the application of electrical products and
 

systems to industrial customers' processes. For sixty

years, application engineers and systems-engineers (as

distinguished from product design engineers) have quested,

constantly analyzing industrial processes ranging from

steel making to new3paper printing, asking, ''How can we

do it better, more efficiently, more productively, more

 

2General Electric Annual Report, 1961.
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economically?" The large electrical manufacturer (and

this include Westinghouse as well as G. E.) has thus

been the innovative leader in a great many industries

beyond its own. The apparatus segment of G. E.'s

business has been marked by (l) a truly marketing, or

customer-problem orientation, and (2) a great innovative,

technological orientation. From the crude early motors,

to the engineered-system of electrical apparatus powering

steel mills, to the new technological world of electronics,

to automated factories, to nuclear power--the G. E. appara-

tus organization, and G. E. apparatus people have been in

the vanguard of the great technological age of the present.

This chapter will describe the G. E. apparatus organi—

zation inzastructural sense, analyzing it prior to decen—

tralization and after decentralization. We will examine

this organization in another sense, eXplaining the under-

lying processes of change, and their functional and some—

times disfunctional results.

_Apparatus Organization Prior To

Decentralization
 

Chapter V described the centralized, functional

organization which existed until the late 1940's. Here

the discussion will center primarily on the sales function

in that organization. This is not to belittle the engi-

neering hierarchy in that organization or the product-

design elements of it; certainly, the research and
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development of new products (the steam turbine, electronic

products, etc.) provided the base for technological ad-

vance. But, the majority of the great advances in the

innovative application of electrical products and engi-
 

neered-systems of products were created by the sales or-

ganization. Further, the feedback of information and

analysis of industrial customer processes and problems,

which set the stage for new product designs, was gener—

ated by this sales organization.

It must be pointed out here that in addition to the

Industry Sales Sections, there was a parallel group of

industry-oriented and industry-assigned "application

engineers" in the general—office organization of the

engineering hierarchy. Thus, for example, in the paleg

industry group there was one section Specializing in steel-

mill applications; in the engineering industry group

there was a counterpart application-engineering section

Specializing in steel-mill applications. These two sections

reported to different hierarchies, but they were physically

located together (or in adjacent quarters) and were identi—

fied by themselves and by others as a team. After decen-

tralization they were to become literally put under the

same management roof. (In the above technological discus-

sion, we include these application-engineering sections

and their achievements with the industry-sales groups,
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although organization-wise they were formally within

the engineering structure.)

The sales organization prior to decentralization

consisted basically of three distinguishable components—-

the "General Office" product sales sections, the

"General Office” industry sections, and the field sales

organization.

The ”General Office" product sales sections.--For
 

each major line of products a sales group Specialized in
 

that product line, with responsibility of providing product

application information to the field sales force,of pricing

the product, of determining product sales policies, of

eXploring need for new products, of maintaining liaison

with engineering and manufacturing. These are major

functions, and do not represent an exhaustive list.

(Looking ahead to decentralization, it is clear that these

sections were to be "pulled out” to form the core of the

marketing sections of the new product departments. See

Figure 6, page 85.)

The ”General Office" industry sales sectionS.--For

each major customer industry, there was a group Specializing
 

in the application of all apparatus products (particularly

the engineered combination of products) to the processes

of that industry. For example, there was a steel—mill

section, a paper industry section, a machine-tool section,
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etc. These and Similar sections, each headed by an

"industry sales manager" were grouped into the "Industrial

Division,” likewise, there was an "Electric Utility

Division" composed of sections Specializing on power

generation, power distribution, etc. The reSponsibility

of the industry sales section was to become increasingly

knowledgeable about its assigned customer industry, to

understand the technological problems in that industry,

to develop new applications of electrical apparatus to the

processes of that industry, to make engineering and sales

proposals for these new applications, and to assist the

field sales force in sales negotiations. These sections

were staffed with highly competent, technical personnel,

many of whom gained national and even international

renown within the customer-industries they served. They

often came to know more about the technological aSpectS

of the industry in which they Specialized than did the

engineering personnel of the industry itself. (Looking

ahead to decentralization, it is clear than these sections

could not be spun off to individual product departments,

as they were industry-oriented, not product-oriented, and

were involved primarily with systems of products.)

The field pales ppganization.--Even before G. E.'S
 

formation in 1892, the predecessor companies had field

selling organizations throughout the country. Upon the

formation of G. E., these were consolidated into a ”selling
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department," ultimately growing into a large, technically—

trained, and highly competent sales force known Simply as

"Apparatus Sales.”

There were other field sales components of the company,

of course. After the consolidation of the lamp business,

the Lamp Department maintained its own field sales organi-

zation. Likewise, as the company acquired other enter—

prises, e.g., Locke Insulator Company, these enterprises

normally retained their sales forces. But for the apparatus-

type products--the industrial, electric utility, and trans-

portation capital goods products-—the Apparatus Sales or-

ganization was the field selling arm. It was organized

in a number of sales regions (approximately fifteen),

each headed by a ”Commercial Vice President." Regional

headquarters were located in such major cities as New York,

Boston, Chicago, San Francisco, etc., with branch offices

in smaller cities. Each region’s sales positions were

staffed with college-and company-trained professional

engineers; additionally each region had a corps of l'product

Specialists” (field counterparts of the product sales

sections at headquarters) and "application engineers"

(field counterparts of the industry sales sections at

headquarters). Additionally, each regional organization

contained its own order-service facilities, financial

facilities, engineering Service facilities, warehouse

facilities, etc.
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The sales-engineering positions (and the sub-regional

management positions) were Specialized, to a degree, in

the larger urban areas, on an industry and not a product

basis. In the Chicago office of the Central Region, for

example, the Commercial Vice President had three "division

managers" reporting to him-—Industrial, Electric Utility,

and Transportation. Sales engineers in these divisions

were assigned to industrial, electric utility, or railroad

customers respectively. Further, where there was enough

market potential to justify it, an individual industrial

sales engineer was assigned to customers in one industry

only-—e.g., steel, or petroleum. But, in all cases, the

sales engineer sold all apparatus products to his assigned

customers, with the "back-up" help of product Specialists

on individual products and of application engineers on

engineered—systems of products.

Ample evidence exists to validate the claim that

this large Apparatus Sales organization was highly compe-

tent, and commanded great respect in industrial circles,

considerable envy in competitive circles, and great

prestige within the company itself.

Prior to decentralization, then, the overall sales-

organization structure can be schematically depicted in

the following simplified chart:
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Figure 10. Apparatus Sales Structure Prior to Decentralization.
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pThe Apparatus Sales Organization During

The Decentralization Period

 

 

As Product Departments were formed beginning in

the very late 1940's, and proceeding at a rapid rate in

the early 1950's, a number of organizational adjustments

had to be made in the Apparatus segment of the company's

business.

Note that in the non-apparatus business--e.g., the

Lamp Division—-the philoSOphical changes and the organi-

zational changes could be accomplished with relatively

isomorphic or at least congruent structures. Within the

Lamp Division, that is, as the "horizontal” slices were

taken through the engineering, manufacturing, and product

sales hierarchies, and individual product businesses were

set up (Large Lamp Department, Miniature Lamp Department,

etc.—-each an independent business entity). The field

selling organization serving all these departments was

part of the Lamp Division "family.”

Not so for the apparatus-type product departments.

Three different, separate turbine product departments

were formed, and were assigned to the Turbine Division.

Four different transformer product departments were

formed, and assigned to the Transformer Division. A num-

ber of motor product departments were formed, some assigned

to the Motor and Generator Division, some to another

division. AS these product departments were formed, of
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course, the appropriate elements of the product engineering

and manufacturing hierarchies were Spun off, and the

appropriate product sales element of the general—office

sales hierarchy was spun off--all integrated into the

new product department (see Figure 6, page 85). Note that

this left the general-office components of industry sales

and application engineering, and the field sales force

independent of the product departments and their divisions.

This residue (which of course was the preponderate bulk

of the former sales hierarchy) was formed into the "Appara-

tus Sales Division" and was given the complete reSponsi-
 

bility for the field sales function of all the apparatus-

type product departments.
 

Thus, as decentralization proceeded, the following

structural arrangement evolved in the Apparatus segment
 

of the company's operations. This chart is schematic only,

and merely Shows the relation of the Apparatus Sales

Division to the operating components. Note that although

it provided the field sales function for a number of

product departments, it was one organizational level

above the Product departments. Note also that being as-

signed to one Specific group executive, formal command-

coordination existed only at the level of the President's

Office.
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It is implicit that this structure violates the

principles of decentralization described in Chapter VI

in that one essential element of the Product Department's

business field sales was separately organized and outside

its formal control. Why was it done? It was done because

of market structures. (Note that we are discussing

structure only, here; the social and psychological vari-

ables involved, which interacted with these structural

variables will be discussed later.) Recalling that the

markets served required in many instances the engineered

"put-together, into a system, of the products of a multi-

plicity of the newly-formed product departments, it was

clear that there had to be some "pooled" sales function

serving these markets. Further, strictly from a techno-

logical viewpoint, it was eminently clear that the future

success and growth of the company lay not merely in con-

tinued product development, but more Significantly in the

continued development of engineered~systems--completely

automated steel-mills, automated systems of material-

handling, etc. This was the technological backbone of

the Company, market-wise--and the greatly accelerating

technology throughout all industry augmented its need

for continuance as a formally structured part of G. E.'s

total approach ot its markets, present and future. There-

fore the ideals of decentralization were knowingly

compromised for the apparatus portion of the company's
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business (which, it will be recalled, was approximately

one half of the company’s sales). That is, the field

sales authority and organization was n2: assigned to the

"autonomous” Product Departments.

Thus in a very real sense, two major organization

"systems” evolved as a result of decentralization--(l) the

product departments with their charters and delegated

authority (an accountability) to operate relatively auto-

nomously as profit-centered business enterprises, and (2)

the Apparatus Sales Division, with its charter and formally

delegated authority to provide the sales function for the

Product Departments.3

   

Inputs PRODUCT APPARATUS Outputs to

+ DEPARTMENTS ——+ SALES DIVISION _» Markets 

         

Apparatus Sales Division Organization Structure

The structure of the Product Departments was described

on pages 79-84, Chapter VI. After the "Spinning-off” of

the product sales sections from the former sales organi-

zation, the organizational structure of Apparatus Sales

Division in the early years of decentralization (1951-1955)

is shown schematically below: (See next page.)

3Here again, we are discussing only the apparatus

business and disregard those Product Departments not selling

through Apparatus Sales. Recall that some 30-35 apparatus-

type Product Departments accounted for about half the com-

pany's business, or about 2 billrmidollarsin.1960.
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The changes in this structure from that of the former

sales hierarchy in the centralized organization (Figure 3,

page 61) are relatively Simple; the product sales sections

have been moved out to the product departments; the appli—‘

cation engineering sections have been moved in from the

former engineering hierarchy (the remainder of the latter,

of course, having been distributed as the engineering

components of product departments). Perhaps more signifi-

cantly, the taskp of this organization remained essentially

unaltered by virtue of the company—wide decentralization

process.

Between 1951 and 1955, the period of rapid imple—

mentation of decentralization, the organization structure

of Apparatus Sales Division remained basically unchanged.

There were some organizational adjustments, to be sure,

but the basic structure remained very much the same.
 

For example, during this period, a number of the larger

regions were geographically Split and new smaller regions

formed (to better plan for and operate in rapidly growing

industrial markets). The "manager of regions" position

' and awas Split to a ”manager of northern regions,’

"manager of southern regions.H

Several significant changes in Apparatus Sales Divi—

sion organization structure occurred beginning about 1955;

these will be described in the following chapter, and the

influencing forces behind them quite clearly belong to

the "post-decentralization" period.
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This chapter has focused mainly on the organization

structure of the sales elements of the Apparatus business.

It must be pointed out that during the decentralization

period, 1951-1955, while this sales structure remained

relatively stable, the newly formed Product Departments

necessarily expended much effort on the sheer organiza-

tional problems of welding together manufacturing, engi-

.neering, marketing, employee relations, finance, and other

functional components into an integrated, going business

enterprise. Written charters for each position, objective

setting, redeploying the people and physical facilities,

and a hundred other complex organizational tasks were

consuming managerial activities. Likewise, the "Services”

from the executive office, with their wide variety of

expertise in a score of specialized functions--organiza-

tion planning, accounting and financial planning, etc.,

as well as marketing, manufacturing, and engineering-—

largely devoted their efforts to the implementation of

decentralization of the product departments.

This did not happen all at once, of course; some

product departments were formed early in the period--

some reached organizational and management maturity earlier

than others. In some cases, a relatively large product

department was formed and organized, and was later split

into two or more smaller departments—-the latter process

coming much more easily than the former.
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But for the most part, the period of decentrali-

zation, 1951-1955, found most of the company's managerial

energies funnelled into the process of re—organization.

It was not until about 1955 that the majority of the

apparatus-type product departments were "in place,"

with integrated, "going” managerial teams, and hence be-

gan to look outward to their markets rather than inward

to their organizing processes.

It was at this point of time about the mid—1950's,

when the dynamic interaction of two major sub-systems

of the company--the apparatus-type Product Departments

and the Apparatus Sales Division--each organizationally

independent of, but interacting with and functionally inter-

dependent upon the other——began to produce disfunctional

conflict between the two. Here was one significant ele-

ment of the company, the Product Departments, with organi-

zation structure (and managerial ideology) having only

recently come into being--interacting with another signif-

icant element, Apparatus Sales Division, with organization

structure and tasks much the same as they traditionally

had been. Here are seeds of potential conflict. The next

chapter will describe what happened, from an historical,

organizational point of view; again, the underlying social

or moral forces will be analyzed later.
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CHAPTER VIII

POST DECENTRALIZATION, 1956-1960

By l955, the major organizational objectives of

decentralization had been achieved. Some one hundred

product departments had been formed, and were operating

as business enterprises. At the same time, the companies

which had been acquired previously, and which had been

operating as separate companies, were integrated into the

G. E. organization structure as G. E. departments or

division, with the same organizational standards, nomen-

clature, policies, etc.

Hotpoint, as mentioned earlier, had retained its

identity as a company prior to decentralization; though

wholly owned by G. E., it had its own President (who

was also a Vice President of G. E.). Its marketing or-

ganization was completely separate from G. E.'s appliance

marketing organization, but there was some common engi-

neering and manufacturing. Hotpoint designed and produced

all electric ranges, both Hotpoint and G. E.--whereas

G. E. designed and manufactured all refrigerators, both

G. E. and Hotpoint. By the mid—1950's, however G. E.

had consolidated all G. E. major appliance manufacture

at Louisville; Hotpoint became a "division” of General Elec-

tric; engineering and manufacturing were completely separated.
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Locke Insulator Company became "Insulator Department,

assigned to the Transformer Division; the Trumbull Company

became two separate Product Departments; etc.

Thus, by the mid-1950's, uniformity of organization

structure and management philosophy pervaded the entire

company. The role of product department general manager,

and those of his engineering, manufacturing, and marketing

managers were structurally uniform throughout the company.

Uniform standards of performance-measurements and the

formulation of common objectives were established through-

out the company1 (the implications of which will be dis-

cussed later in this dissertation).

Although decentralization in G. E. was defined and

implemented as a managerial process, there was an

accompanying physical diSpersal of facilities. Expansion

of physical plant had begun immediately after World War II,

and continued through the early 1950's at a rapid rate.

As new product departments were formed, they often left

the old plant cities; individual product departments, as

' appeared in new, modernautonomous "little companies,’

plants in such cities as Roanoke, Virginia; Shelbyville,

Indiana; Home, Georgia; Hendersonville, North Carolina;

Bloomington, Illinois; Phoenix, Arizona; and a score of

others. To the outside observer, it appeared that G. E.

1

 

lCordiner, op. cit., p. 75.
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was atomizing its facilities; but at each new location,

the Product Department General Manager and his manage-

ment team were as peas in the company pod, philosophy-

wise, objective-wise, organization structure-wise.

Each reported to one of about 15 Division Managers,

each of whom reported to one of about three group execu-

tives, each of whom reported to the Chief Executive. To

the outside observer, it was obvious that G. E. manufac-

tured a vast array of products (more different products

than any other company in the world) distributed to an

equally vast number of markets (hardly a single company,

institution, or person in the society was 293 a potential

customer). But the really amazing achievement through

decentralization was not these great varieties--but

rather, the sameness in the managerial process throughout
 

this vast company.

There were shifts and adjustments, of course--some

to correct inevitable mistakes, some to meet changing

internal conditions, some to adjust to changing external

environments. But such shifts in no way changed the

basec tenets of the decentralization-concept, the

management philosophy, or the fundamental organization

structure.

The Executive Office
 

By the mid 1950's, the Chief Executive was per-

force devoting his executive energies to "long-range
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planning"--planning for the corporation twenty or more

years ahead.2 "Long-range planning” has been structured

into all operating-management positions; the higher the

management level, the greater its emphasis. Accordingly,

in the middle 1950's, with the great re—organization

behind, the Chief Executive, then Board Chairman, dele-

gated the operating executive-management of the company

to the President. A number of shifts also were made

among Group Executives from time to time, changing

assignments not the basic characteristics of these posi-

tions. For example, in l953, five Group Executives were

assigned respectively to the Apparatus Group, Appliance

and Electronics Group, Defense Products Group, and the

Affiliated and Foreign Companies Group. By 1960, there

were also five Groups, but with different operating

assignments and a different makeup of the respective

division: Consumer Products Group, Electric Utility

Group, Electronic and Flight Systems Group, Industrial

Group, and International Group. Also by 1960, a new

post of Executive Vice-President had been created.

This shifting or re-deploying of top executive

positions and assignments permitted flexibility in

executive planning and operation without disturbing

(structurally Speaking) the organization, charters, and

 

2R. J. Cordiner, Long-Range Planning New Dimension

in Our Economy,a Speech presented to Economic Club of New

York, March 5, 1956.
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basic operations of the operating departments. Or, it

enabledcflungxa(in objectives, direction, etc.) to be

introduced by executive management without either dis-

turbing or being blocked by organization structure.

Whether it created other, nonstructural disturbances is

debatable, as research evidence presented later will

indicate.

The Division Level
 

The Division, as indicated in Chapter VII, was a

"family" of compatible product departments. At the out-

set of decentralization, many product departments fell

very naturally into compatible families-~but many did not,

and as a result, some divisions were é'catch-alls." Also,

as markets and technologies changed, and as some product

departments adjusted technologically to these changes,

they became more like, or more compatible with product

departments in another division-—and were shifted to

that division.

In the late 1950's, many changes occurred at the

Division level. Some new Divisions were created (e.g.,

Atomic Products Division); others changed their department

composition. There is a great similarity here with the

modern army, wherein a given military organization, e.g.,

the Corps, can retain structure and basic operating

process but have flexibility in that military units
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(themselves with constant structure) can be moved in and

out depending on Corps objectives and the environmental

situation.

All this was possible only by virtue of the common-

ness of philosophy, structure, measurements, and role-

expectations.

The Services (Staff)
 

The change in Services in the late 1950's is more

subtle. The charter of their Services--to pursue

research in all the functional fields, to develop exper-

tise in these functions, and to be available to teach,

advise, and counsel--remained unchanged. As staff, the

Services had no command authority; but as expressed in

the published company charters, they had "the authority

I

of knowledge.' In the early days of decentralization,

when product departments were being formed, and their

” the Services exerted great in-managements were "new,

fluence. One example: One of the Services, the "Manage-

ment Consultation Services" contained the experts on

organization-~the men who researched organization, who

processed decentralization from concept to fact, who set

tfluaground—rulesfor organization, coordination, etc. In

the early days, they became more than staff experts--

they were in fact, executive, legislative, and judicial.

As each product department was formed, its structure
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required approval by this Service; any deviation however

slight required approval. This was tantamount to actual

authority.

Other Services such as marketing, manufacturing,

and engineering were vital during the early days of

decentralization. It must be recalled that newly

appointed General Managers of Product Departments were

almost entirely managers with past training and experience

in only one function, and had to learn to become overall

business executives. The former engineer, or accountant,

or marketer, therefore, upon appointment as a business

executive required and generally welcomed the active

assistance of the Services.

In the early days of decentralization (1951-1955),

therefore, the role of the Services was highly and quite

influential in the realm of operating management. By

the mid 1950's, however, this kind of direct staff

assistance was less required, as the company developed

means of pre-training for professional general manager

positions (to be described subsequently). Hence, the

Services have largely reverted to the staff concept of

research, teach, advise, counsel.

The Apparatus Sales Division
 

Chapter IX describes the Apparatus Sales Division

as it existed through the decentralization period,
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1951-1955. In the post-decentralization period, 1956—

1960, a number of changes occurred, at first relatively

minor, and finally very drastic.3

In I 55, the Vice President of the Apparatus Sales

Division announced a major change in organization struc—

ture. The avowed purpose of the reorganization was two-

fold; to better align the Apparatus Sales organization

to the Product Departments it served; and to provide

more effective and economical distribution in the market-

places. The organization structural change itself was

in two dimensions: (1) the separation throughout the

entire structure of the selling functions and the various

administrative and service functions (described in some

detail below) and (2) the ”decentralizing" of the actual

selling functions (operations) and their management into

market-oriented sub-organizations.

Immediately below the level of the Vice President

and Division Manager, all administrative and service

functions were "stripped out" throughout the entire

organization including the regional sales operations.

These were then set up as self contained ”departments."

1. Financial and Service Operations. This "de—
 

partment" was reSponsible for all financial

 

3In this section we are discussing organization

structural changes only. Changes in other social system

variables will be described later.
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(budgeting, accounting, credit and collection,

payroll, etc.), all order—service operations,

all the "housekeeping" operations, all ware-

house operations. This extended to the Regions,

where a Regional Manager—Financial and Service

Operations was appointed, reporting pg: to

regional management but to the "national" Manager-

Financial and Services operations at headquarters.

2. Installation and Service Engineering Department.
 

This department was responsible for engineering

service facilities provided to industrial and

utility customers for installing or erecting

large electrical apparatus, and for engineering

service after installation. The department in-

cluded in addition to a large force of engineers

a network of ”service shops" throughout the

country, each of which was essentially a small

manufacturing Operation. At the regional level,

these functions were removed from the reSponsi-

bility of the regional manager, where it had

formerly been placed.

Thus, these two national sub-organizations relieved the

regional sales management of administrative and service

responsibility, permitting it to become,in fact, a sales

management, devoting energies entirely to selling problems

and planning. (This is not to infer that the personnel

administration function within the sales units was removed.)
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The remaining sales organization was then organized

into three separate sales departments, each with a head-

quarters operation and a complete field (regional) organi-

zation. The separation was based on broad market, or

type-of—industry considerations.

1. The "User Industries Sales Department.” This
 

department was given reSponsibility for the

sale of all apparatus products and systems to

customers who purchased the apparatus for their

own plant use. This included customers in

such industries as electric utility, steel, auto—

motive, mining, paper, rubber, etc. The General

Manager of this department was located at Divi-

sion Headquarters, reporting to the Division

Vice—President. The Department had a headquar-

ters of ”general office" organization, with the

industry sales and application engineering

functions as before; and a regional sales organ-

ization.

2. The Components and Intermediate Distribution

Department. This department was given reSponsi-
 

bility for the sale of all apparatus products

and systems to customers who purchased apparatus

not for their own use, but for resale. This

included customers in such industries as machine

tool, pump and compressor, industrial fan and
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blower, etc. It also included reSponsibility

for franchised distributors who resold apparatus

to small industrials, contractors, etc. The

organization was similar to that of the "user"

department, with somewhat less emphasis on

application engineering.

3. The Aviationfand Defense Industries Department,
 

This department was given reSponsibility for

the sale of all apparatus products and systems

to customers in the aviation, ship-building,

and defense industries. Its headquarters and

regional organization was similar to the other

sales departments.

A simplified, schematic chart of this new Apparatus

Sales Division is shown in Figure 13 on the following page.

It should be compared with the former structure shown in

Figure 12, page 109.

As in the product operating structure, the number of

vertical levels from Chief Executive to individual workers

was highly compressed: as shown in Figure 14.

The Apparatus Sales structure shown in Figure 13

remained essentially unchanged from 1955 until 1960.

It should be noted that in this post-decentralization

period; 1955-1960:

1. The Product Departments were now well oriented

to their "autonomous" business operations, and
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CHIEF EXECUTIVE

 
  

 

GROUP VICE
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 fi

 

 

VICE PRESIDENT
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SECTION

  

  

 

INDIVIDUAL
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Figure lA.——Levels of Management, Apparatus Sales.
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were in fact mature business organizations.

The system of measurements, evaluating their

performances had become highly operational.

Whereas the Product Departments were truly

market-oriented, each department was so with

respect to its product line only. Thus, there

was a product-market orientation.

Competition in this period was increasing; G. E.

market position in many product lines was either

at a standstill or was decreasing.

Many Product Departments had increased produc-

tive capacity beyond current sales volumes, and

were operating at less than optimum capacity--

with obvious effects on costs and profits.

The sales function of the apparatus-type product

departments was provided by the Apparatus Sales

Division, also an "autonomous" operation over

which the Product Departments possessed no formal

authority or control.

The Apparatus Sales Division with the exception

of the 1955 reorganization (which was essentially

a management realignment) fundamentally was per-

forming the same field sales tasks as it had

been for forty years.

Whereas the Apparatus Sales Division was market-

oriented, it was also individual-cusomter
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oriented, rather than purely product—oriented,

perceiving as its objective the development of

overall relations with each individual customer

to enhance the sale of all products, combinations

of products, and engineered systems.

Incompatibilities, friction, and ultimately conflict

developed between these two interacting organizational

groups, or sub-systems--the apparatus-type Product Depart-

ments on the one hand, and the Apparatus Sales Division

on the othernLl The Product Departments were overtly dis-

satisfied with their relations with Apparatus Sales.

Lacking authority to command changes in Apparatus Sales,

they indirectly forced change (by processes to be described

later).

In 1960, the Apparatus Sales Division again experi—

enced drastic reorganization, this time destroying its

identity as an organizational unit (and as a social sub-

system). At the risk of over—simplifying somewhat at

this point, the reorganization can be described as follows:

1. Product Departments and Divisions by 1960 had

been aligned in quite compatible groupings.

 

“It is not the purpose here to describe why this

occurred, or what social forces underlay it, or what the

real meaning of it became and is still becoming. Here we

are only describing the history of change centering on

structural change.
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For example, the Electric Utility Group con-

sisted of Divisions and Product Departments

whose markets were in the electric utility in-

dustry. Hence, all organizational parts and

functions of Apparatus Sales having to do with

the electric utility market were split off,

through the Division VP level, and formed

into a new sales "division” entitled "Electric

Utility Sales Operation," assigned to the

Electric Utility Group.

Some of the Product Departments in this group

produced products for power distribution.

Therefore, within the newly formed sales organi-

zation, at the District Manager and sales engi-

neer levels, a further organizational differen-

tiation was made, forming some field sales

units selling only the power generation products,

and other sales units selling only power distribu—

tion products.

Other Product Departments groups inherited their

share, likewise, of "chunks” of the former sales

division.

This breaking up of the sales division in and

the assigning of its parts to different product

department groupings resulted in a muCh higher de—

gree of product specialization. It changed the once

large and powerful Apparatus sales into a number of
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smaller units, each under the Sphere of influ-

ence of a few product departments and divisions.

Schematically, the former structure was:

 

 

   
 

 

   
   

 

 

Inputs PRODUCT DEPTS. ,

"’ (Set "A") 1

Inputs-——+ PRODUCT DEPTS. __i. APPARATUS Outputs

(Set "3") SALES '——to Markets

Inputs.___» PRODUCT DEPTS. A
(Set 11C”)

   

and schematically, the present structure is:

 
 

Inputs.____s. PRODUCT DEPTS. :NEw SPECIALIZED - iMarkets

(Set "A") SALES UNIT "A' l

   
 
 

  

InputS—————41 PRODUCT DEPTS. _E NEW SPECIALIZED _#_Markets

I
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i
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This still does not give each Product Department

General Manager formal and direct authority and control

over the field sales function. But, it is a great step

closer to that authority and control. Further, it greatly

increases the dependency of the sales units on a few
 

Specific product departments. Additionally, each of the

newly formed "fragments" of Apparatus Sales Division is

assigned to the same Group Vice President to whom are

assigned the Product Divisions and Departments for which

that ”fragment” is the sales organization.

Looking back at Figure 9, page 90, we see how the

operating management authority and control of this giant

corporation is vested in 137 individuals. Until the

1960 reorganization, some 30 or 40 of the product depart—

ment general managers whose departments accounted for

$2 million in sales had no formal authority over a vital

element of their operation--field sales. After the re-

organization of 1960, the actual authority and control

of these 137 executives have been enhanced. More power

was being centered in this management elite.
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CHAPTER IX

THE MORAL ORDER, AND THE BELIEF AND

VALUE SYSTEMS (1925-19uo)

Introduction
 

We have described a historical trace of this company

from its early beginnings in the latter part of the 19th

century, through its early pioneering days, through its

period of growth and consolidation, and through the period

of the great reorganization and decentralization of the

company in the 1950's. We have observed and described

how, as early as the late 1920's, executives of the com-

pany perceived that the then centralized, functional type

of organization was becoming unwieldy and insufficient of

adequate management control--thereby placing a limit on

the continued growth of the company.

We have also observed and described the perceived

needs by executives for reorganization of the company

after World War II. These executives forecast during

World War II (a forecast later to be validated) that the

great technological achievements during the war plus a

steadily and rapidly increasing market demand presented

the company with opportunity to significantly increase

its sales and the opportunity to innovate technologies

131
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and new products, both in the industrial and in the con-

sumer markets. It was further perceived by the executives

that these opportunities could not be realized without sig—

nificantly changing the organization of the company so that

it could flexibly adapt to the predicted rapidly changing

external economic, social, and technological environments.

Decentralization of the company was the process by

which the executives adjusted the company to meet these

changing external environments. The definitive meaning

of decentralization in this company was described in

Part II. In the company's own words:

The concept of decentralization. . .involves

much more than geographical dispersal or product

diversification; more than establishing profit

responsibility; and more than cutting adminis—

trative reSponsibility down to manageable size.

More importantly, decentralization is an attitude

of mind by which it is expected that each manager,

and likewise each individual contributor, will

assume the responsibility for and employ the initia-

tive required to be on his own to the greatest pos-

sible extent within the framework and objectives and

policies that encompass his position.

Thus, the executives viewed decentralization as

something much more than merely a realigning of organization

structure. They were well aware that decentralization meant

new definitions of roles, new interrelationships of people,

new managerial philosophies, and new individual managerial

perceptions of the company and of components within the

company.
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Describing how the executives initiated processes

designed to develop new managerial perceptions and philo-

sophies concomitantly with change in organization struc-

ture, it will be revealing to examine what the perceptions,

attitudes, sentiments, and philosophies of management were

prior to decentralization, under the centralized functional

type of organization. In Chapter IX, therefore, we will

examine and describe the former centralized company as it

existed prior to World War II, viewing it as a social sys-

tem with social structure, identifiable with social usages

(or modes of behavior), and social relations. We will

propose that roles and role expectations, the status sys-

tem, the commonly shared sentiments, and the norms of

behavior were all deeply rooted in tradition. Hence, in

Chapter IX,we will examine the traditions which have been

built up in the company for years-~traditions which had

become socializing processes--traditions which had devel-

Oped symbolic meaning to individuals carrying with them

prescriptions and proscriptions, expectations and sanctions,

and the developments of personality organization or orien—

tations to roles. We will describe all this in terms of

a number of identifiable variables which apply both to

'the social structure itself, and also to personality struc-

ture, or the sets of personality organization or orienta-

tion to managerial roles. This description is based

partly upon the writer's observation as a management member
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of the company, but reinforced by documentary evidence

and information given by informants during the field

research.

Following this, Chapter X will describe the

emerging changes resulting from the process of decentrali-

zation as they affected the above variables, and the

emerging of new role concepts and new personal identifi—

cations. Here we will describe the emergence of a "new

managerial elite” which had profound influence not merely

on organization structure and the totality of the opera-

tions of the company, but also on the adaptive and maladap-

tive adjustment of the individuals to the newly emerging

social system.

Chapter X will also describe and attempt to explain

the emerging changes in the moral order and in the belief

and value systems themselves. Here we shall again describe

the changing moral order in terms of the same variables

studied in Chapter IX, describing these in terms of their

changing symbolic meanings--the evolvment of new symbol

systems, the erosion of old symbol systems, and the per-

sistence or tenacity of certain symbol systems.

In Chapter XI we shall refer all this to one Specific

identifiable sub-social system, the Apparatus Sales Divi-

sion. Here we shall propose that this organizationally

independent social system initially existed almost as an

island, unaffected directly and internally by the changing
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processes brought about by decentralization. We shall

view it almost as an anachronistic small society, living

its present in terms of the traditions of the past, rein-

forced by strong symbol systems, and resisting social

change.

Chapter XII describes the dilemma and ensuing con-

flict between the tradition-based Apparatus Sales Division

and the emerging social system external to apparatus

sales evolving through the process of decentralization.

Here we View two separate social systems within the

greater system of the corporation itself, independent but

interdependent and interacting. Chapter XIII describes

the changing power relations between these two systems.

It will attempt to explain how the tradition based

Apparatus Sales Division resisted change, developed defen-

sive behaviors, and how its managers evolved changing

personality orientations. Chapter XIV describes what

finally happened as a result of the dilemma and conflict

between the two separate social systems, the Products

Departments and the Apparatus Sales Division. This has

been described structurally previously; here we will
 

attempt to describe it in terms of its social meaning.
 

Chapter XV will View the social system of the

corporation as it is today and attempt to explain the

processes for change which are presently built into the

system so that even now the company is becoming something
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new. We will attempt to explain how the future, or mana-

gerial projections into the future are an integral part

of the present, and even now affecting the process of

change.

-X- * -)(- 9(- -X- 96 -X- * 9(-

The centralized functional management organizational

structure of the company which existed from the early for-

mative days of the company to 1940 has been described. But

within this formal structure, what processes were there Lq

for enabling the individual, or groups of individuals, or

 systems of individuals to learn what the company meant, to 4r.

come to understand what the individual work functions

meant, to learn what the managerial positions meant, to

learn what was expected of them, to learn the do's and

don't‘s of managerial behavior, to learn how they were to

be rewarded? All of this, of course, was learned as it

is in any society, through the complex web of structure,

norms of behavior, and social relationships, or in terms

of a shared value system and shared corporate goals which

were congruent with and interacting with personal goals.

We shall attempt to describe and explain all this in terms

of the social structural characteristics, the processes,

and the policies existent during the period of the cen-

tralized, functional organization.1 To do this we Will

 

1We do this with one eye ahead to the decentralization

period of the 1950's, realizing that in the decentralization

period,.most managers in relat vely important positions were

men in E§€”§ge group 50-60i who had ea eregothe(com anySsomet

we - ve ears r v o s or n e s ur wo e s

era’).y Or those 13 Ehe fio- O ear age grgup in ghe I650'sphad
entered the com any in the 93 's (most y in the post-depres-

sion years of 1536-19A0), also in the Swope era.
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examine a set of variables which were either knowingly or

unknowingly, consciously or unconsciously, under the con-

trol of the management but which we hypothesize influenced

individuals' patterns of personality orientation and there-

by, interacting with certain purely structural variables

influenced patterns of managerial behavior. We shall later

examine these same variables after decentralization (in

Chapter X). These variables are:

1. Entry

2. Early Training

a. "TEST" Program

b. Business Training Course

c. General Course

d. Functional Courses

e. Social Influences

Job Descriptions

Individual Performance Ratings

Salary Administration

Mobility

Later Training

a. "Island Camps"

b. "Elfun"

\
I
O
N
U
‘
I

J
—
‘
U
O

Entry

The company has always followed the policy of pro-

moting from within. In a few rare cases in which some

highly Specialized skill was required, an experienced

man was hired from the outside, but generally the prac-

tice has been, and still is, to recruit the technical

and professional work force directly from colleges. For

example, the 1961 annual report makes quite a point of

the fact that the ”average" age of officers and managers

at the division general manager level and above was 52.5
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years and the average length of service was 27.6 years.

The company has maintained an active and formal recruiting

program for professional employees for over forty years.

Even in the early 20's, it was one of only a handful of

industrial corporations recruiting engineering and business

or financial graduates at colleges throughout the country.

The recruiting program was largely vested in two men, one

recruiting engineers designated to ultimately fill techni-

Cal and managerial positions in the functions of engineering,

manufacturing, and sales; and one recruiting business or

financial graduates, designated to fill the accounting and

financial positions in that function of the company.

The criteria for hiring were highly demanding, in-

cluding high scholastic achievement, "dynamic and outgoing"

personality, evidence of conceptual ability, and a balanced

interest in extracurricular activities. One manager of

the company who had become involved in extracurricular

recruiting activities after World War II, when such activi-

ties had become much more involved, reflected as follows

about the recruiting process in the 20's and 30's:

The recruiters in the early days did a fantastic

job. Of course at that time the company was one

of a very few actively visiting college campuses,

and its recruiters visited the major colleges at

least twice and sometimes three times a year. Fur-

ther, even in the years when very few men were being

hired--such as the early l930's--the company contin-

ued its visitation of the campuses. This, of course,

was highly welcomed by the engineering and business

faculties and created, I think, a very strong image

of the company. As a result, the faculties came to
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know what kind of men the company sought and, there-

fore, actually helped in the selection process by

recommending students of the general characteristics

looked for by the company. For example, Mr. -----

who recruited at my campus and offered me a job with

the company, later told me that based on recommenda-

tions of my professors he had already tentatively

selected me even before I came in for my interview.

I would say that the graduating seniors on my campus

had a very clear picture of tEe company and its pro-

grams, and its Opportunities.

The company recruited broadly, in a geographic sense.

Each year it hired engineers and business trainees from all

sections of the country. It is true that some universities

provided many more graduates than some others, but there

was no clear geographic pattern in this. For example, by

the mid-1930's, Cornell University, Purdue University, and

Iowa State College all ranked very high in number of gradu-

ates in the company-schools drawing students from widely

different geographical and even social backgrounds.

But there were a number of common characteristics in

the college graduates hired by the company, because of the

criteria for selection. One manager thinking back about

his early training days remarked:

One thing that appealed to me in those days was the

fact that I was associated with young men who were

very much like myself. I don't mean to infer any

degree of conformity at all. As a matter of fact,

I think that our particular group had quite a few

non-conformists in it such as (here the informant

named several individuals who later reached high

 

2The quoted statements by informants in this and

following chapters were all made to the writer in the field

research conducted in 1962.
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executive positions in the company). What I mean is

that, we all had ambition, pretty high level of in-

telligence, the same basic technical background. It

was a fine bunch of people.

The rate of hiring was fairly stable during the mid-

1920's to late 1920's. In 1930, however, because of the

great depression, essentially no new men were hired for a

period of about five years. In fact, during that period,

1930-1935, many of the younger men who had been hired in

the late 20's were "furloughed" because of lack of work;

most of these men did finally return to the company, but

some did not, so that during the years 1930-1935 there

was not only essentially no hiring but a small net loss

of professional people. This resulted in a gap which

later resulted in sharply increased rate of upward mobility,

particularly after World War II and during the early days

of decentralization during which time the company was

rapidly eXpanding. With the upturn of business in the

mid-1930's, the company again began hiring at a relatively

high rate. About 400 engineers were hired in 1936, 500

in 1937.

Throughout the 1920's and l930's, the young college

graduates, both engineers and business graduates, reported

for work at one of the major plant cities and were placed

in a training "pool." For approximately the first year

of training in the company, the young trainees were to

remain in this ”pool, the engineers in the "test” program,

and the business trainees in ''Business Training course,"
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commonly referred to as "B. T. C." Each of these programs,

to be described in somewhat more detail below, consisted

of job—rotational assignments together with formal class

work.

Earlijraining
 

The "TEST"4program.--All engineering trainees were

placed on the "Test" program. This involved actual working

assignments in the factory, testing large electrical appara-

tus. Much of the company's lare apparatus was "custom

built" to individual Specifications. Such equipment in-

cluded steam turbines, large motors and generators, large

transformers, etc. After these large machines or apparatus

had been built they were assembled and erected by factory

personnel, and a specified set of engineering tests were

then made on the equipment by the "test engineers."

The normal test assignment for each individual lasted

for three months. He was then moved to the testing depart-

ment of another factory, sometimes in the same plant city,

and sometimes in another city, usually with a degree of

choice in these assignments. The majority of the assign—

ments were in the company's largest plant city in Schenec-

tady, New York, although there were also test assignments

in such plant cities as Lynn, Massachusetts, Philadelphia

and Erie, Pennsylvania, Pittsfield, Massachusetts, and

Fort Wayne, Indiana. At the conclusion of each three month
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assignment, the trainee if he wished, and if he were so

chosen by the company, could remain for an additional

six month assignment as a supervisor of that Specific

test. In the parlance of the company, he "signed up"—-

hence, such supervisory positions were known throughout

the company as "Sign ups." Thus, as a new man came into

a test assignment he found that he was given instruction

and supervision by a young engineer who had been in the

company only a short time longer than he.

For the great majority of young engineers, this was

the first experience actually working in a factory. These

were factory jobs; the test engineers punched a time clock,

were paid on an hourly basis, carried their lunches, etc.

Yet they were clearly a group apart, so regarding them-

selves, and so regarded by factory personnel. Although

the majority of the trainees began at the outset to aSpire

to their first assignment "off” test at the end of a year,

the great majority of them found this ”test” eXperience

exciting. They were working with large, complex apparatus

highly technical in character and often with selling

prices in the hundreds of thousands of dollars. Further,

these were reSponsible jobs giving the trainee a taste of

job reSponsibility very early in his career. The test

engineers had the final say regarding whether or not the

apparatus had been built to Specifications; if in the

judgment of the test engineer the apparatus failed to
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meet these Specifications, it was not Shipped and was

returned to the factory for correction. They were re-

sponsible, therefore, for quality of performance in ope

eration.

Each of the test assignments (there were perhaps

twenty-five or thirty throughout the plant cities men-

tioned above) developed a reputation for itself. Some

test assignments were more popular than others; some

were regarded more exciting than others because of the

 

Size, power Specifications, and operation of the equipment.

Within a few weeks after entry into the program, the new

trainees began to ”compare notes" with other test engineers

regarding the desirability or undesirability of other test

assignments.

A distinct camaraderie developed among test engineers,

due in part to the relatively common backgrounds and common

personality patterns of the young trainees. But it was

also due to the high status of the test program within

the company and outside the company. Essentially all of

the technical people in the company had themselves been

graduated from this program and regarded it with affection.

To this day older men in the company speak nostalgically

of their early "test" eXperience. AS one Vice President

of the company remarked:

The test program certainly did Something for people.

It gave a background of technical eXperience, but
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more importantly was a common denominator for all

people. It certainly made men feel much closer

to one another. After all, when you gather together

young engineers from all parts of the country, from

all schools, and put them in a common group in their

first work experience, it was bound to develop a

close and lasting relationship between these men."

Another manager, presently a regional sales executive,

Rnien.asked about his early impressions of the company re-

plied:

I went through a series of test assignments and

then to the departmental plan, going into engi-

neering first, and then to commercial in "Building

Number Two." I don't remember too well what my

first impressions were except that I felt that the

company and had great consideration and feeling for

its employees. It was a wonderful group of men,

highly competent, and attractive to me. There was

a wonderful family feeling. I was very proud of

the company and very proud to be associated with it.

 

One of the great advantages of the test program to

t3r1€3 trainee was the Opportunity to get a "feel" of the

C3C>Inpany and do some personal eXploring during his first

rn<>r1thw on the program before he had to make a Specific

C3k1C>1ce of a career assignment into manufacturing, engi—

heearring, or sales. All test engineers were hired only

fOI“ the test program without specific designation as to

tyDe of functional work to be performed at the end of the

f117‘st year's program. As described by a manager in the

(ZCaneny who is reSponsible at a high level for personnel

(3 eVelopment:

Before World War II we made quite a point about

the fact that a young man from college could come

with the company, enter the initial test program,

and haveaaperiodof waiting and exploration before
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he had to make up his mind whether to make the

choice between an engineering career or a com—

mercial career. From the vieWpoint of the trainee

there were definite advantages to this system.

There is ample evidence to indicate that many

young men who came with the company came with the

company came with a preconceived notion of what

they wanted to do as a career, but after having a

chance to look around the company a bit found

other avenues more attractive.

The exploration was made easy for the trainees. They

'wenre encouraged to interview managers in all the functions,

Inarrlfacturing, engineering, and sales in each of the plant

These execu-  I
f
.
“

Clit:ies in which they received assignments.

t:iWJeS without exception always made themselves available

fVDI‘ interviews and a number of informants have indicated

11<>vv consistent management people were in the 1920's and

J-E9EVD'S in their regard for the young trainees and the

‘tlirnezthey were willing to Spend with them. Of course,

tZklEire was another side to his coin; managers in each of

t:k1€3 functions were anxious to ”sell" their functions to

tzr1€3 trainees realizing that future manpower availability

iSCDI? their Specific functions came from this training

In a sense, the functions were in competition one

But

p001.

with the other for the young engineers in this pool.

the significant thing is that the young trainee quickly

EVDTZ a birdseye view of the apparatus component of the com-

ENinyg a feeling of cameraderie among his fellows, and by

‘71rtue of intimate contact with management people a feeling

or being a junior member, but a member nonetheless of a

professional fraternity.
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Normally, about Six months after his entry, the

trainee made a decision on the functional career he wished

to follow at the conclusion of his year's test assignment.

At this time he then applied for admission into the

:specialized training program for that function, a process

hflliCh will be described below.

Business training course.——The business and financial

‘truainees embarked upon a rotational training program very

Inuxzh similar to the test program, except that their three

 

nuorrth working assignments were in various accounting

=3€3crtions. Like the test engineers, they were given a

r’63:].atively high degree of reSponsibility at the outset

Eirlci performed working jobs in accounting or finance re-

<11121ring knowledge and judgment.

In the case of the business training course, the end

eaI‘eer had already been chosen and trainees embarked im—

rue(iiately upon a functional training program in addition

t:<) the job assignments. They attended classes covering

VaI’ious advanced phases of accounting and financial manage—

ruent. The aSpiration of these trainees was to be appointed

to the "traveling auditors staff" at the conclusion of the

t I’a ining program.

The general course.--All test engineers, even prior

PC) career decisions, were required to enroll in the

”General Course," a set of classes which met twice a week,
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one meeting devoted to advanced engineering application

study and the other devoted to a history of the company,

a description by the reSpective managements of the vari—

ous functions of the company (accounting, engineering,

inanufacturing, sales, advertising and sales promotion,

etc:.). 'These classes involved outside study for which

tile trainees frequently met together in groups, further

Iwainforcing the camaraderie and also, more Significantly,

 
lPeeinforcing the shared perceptions of the various facets

<3I‘ the company.

The functional courseS.——The test engineers electing

't<3 continue with design engineering as a career applied

17(311 entrance into the "Advanced Engineering Program."

CDIWJIS was highly competitive, with only a few candidates

tDering selected each year. Selection was made on the basis

()1? written technical examinations. Upon acceptance into

tlklee program, the trainee was removed from the test program

Eirlci again began a series of rotational assignments, this

‘t ilne of greater duration and in design engineering depart-

ruerl‘ts. Simultaneously, he was enrolled in courses in

engineering and pure science given by outstanding techni—

‘3511 men in the company. This advanced engineering program

“His regarded at the time as far surpassing any engineering

01‘ scientific doctoral program in any technical university

in the country.
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Trainees electing to follow commercial or sales

engineering work as a career applied for entrance into

the "Sales Training Program." This also was competitive,

with selections being made after a series of interviews

lvith eight to ten high level sales managers. After

seilection into the program, the sales trainee continued

1118 test assignments but immediately began a program of

CCNlrse work under the administration of the ”Sales Training

Ekapartment." Courses included salesmanship, business

leatter writing, effective Speaking,product applications,

Eftcz. There was considerable ritual connected with this

Ilrfiagram; announcements of acceptance into the program were

Tnfiicie at dinner meetings held at a local country club at-

tended by tOp_executives of the sales organization; the

C33Leass rooms used for the sales training courses were

C3€Essigned with the decor of a board room; classes were

v:LSited by sales executives; instructors of classes were

Well known sales managers; etc. A high eSprit-de—corps

(QJJaickly built up among the selected trainees. A sales

eXecutive of the company, reminiscing about his first year

in the sales training program in the middle 1930's stated:

The whole sales course was superbly presented and

develOped a very close personal relationship with

associates. I remember we talked about very little

over our cups of coffee and occasional beers other

than the sales training program itself. The men

in this particular group of mine were designated

later to become product department marketing mana-

gers, general managers, regional sales managers,

and division vice presidents. Even to this day

to meet with one of these men over a martini is to

signal a nostalgic "remember when" conversation.
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Other social influenceS.—-The test engineers and

the business training trainees were bound together by

day with common work eXperiences reinforced by the tradi-

tions of the various programs. After progressing from

'the earlier training days into one of the functional

tnraining programs this common binding together of people

ilicreased. But there were other social influences during

tile first year or two of experience with the company

hfilich.even further bound men to their reSpective groups.

The living Situation in the plant cities had a

Eftlrong integrating influence. As one executive recalls:

In those days (he is referring to the middle 1930's)

a large percentage of the young men coming to work

in Schenectady were not married. I Should imagine

that most of them Spent Six to nine months before

marriage, during which time many lived in a sort

of cooperative arrangement-—renting a house, hiring

a housekeeper and setting up shop much like a fra—

ternity house on campus. These 'houses" had fasci-

nating names, such as "The Nudist Colony," "Pesting

House," etc. They led a gay life. I can remember

just the other day chuckling with one of my old

friends about the day we had the big party at "The

Nudist Colony" when we made milk punch in the bath

tub.

Those young men who were married banded together

vqifittiyoung couples of the same vintage and usually in the

S‘ame functional training program.

(3EFvelOped; these men were all "birds of a feather" with

QOlnmon interests, common educational background, and

QCDITImon objectives. The wives, too, had much in common;

mOst were college women and they, too, banded together.

AS recalled by one manager:

Close Social friendships

r
r

.2
-
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We all made about the same amount of money with

nothing to spare at the end of the week for any

entertaining other than dessert and bridge and an

occasional bottle of beer. It was a most inter—

esting group of people; there were competent young

men and their inevitably attractive wives from all

parts of the country dumped into a melting pot. My

wife and I still trace some of our dearest friend-

ships of the present back to those early days in

Schenectady when we were making $30.00 a week on the

old sales training program.

Although the company plants were located in large ur—

tman centers, the young trainees and their wives rarely en—

teered into the social activities of the plant cities. 0f

CCDurse, most of these young men had a "transient" feeling,

lcrlowing that within a matter of months they would be

aSsigned elsewhere in the company. This further tended to

5:1?caup them socially. In each plant city the company had

C3C>untry club or similar facilities which were made available

130 young trainees with dues subsidized by the company in the

f‘i;rst year and partially subsidized for the year or two

t311&ereafter. These clubs were the center of many social

aCltivities for the young engineering and financial trainees

Eirlti their wives.

Summary

Entry into a large, wideSpread, and highly technical

<3Canany could well have been a complex if not confusing

experience. This was minimized by the bringing in of

EVOung college graduates with only the labels "engineers”

OI’

 

"business” trainees. Because the trainees were not
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immediately placed into functional job assignments but

rather were given responsible work assignments in a

"pool" arrangement delaying the functional—career de-

cision for at least Six months, the young members of the

cxrganization quickly developed an awareness, an image of

tile whole company. Interviews with men with 20 years or

nuDre of experience with the company validate the statement

triat an intense loyalty to the company was developed in

Further, because of the

L
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triese formative first months.

eéise of access by these young men to the management per—

53cn1nel of the company, a great respect and high degree of

lOyalty to management people was quickly developed; this

Eytéatement also tends to be validated by interviews.

The clear definitions of the various functional activi-

tii.es of the company, definitively presented to the trainees

531: the outset of their general training program, plus the

r‘1‘tuals and the traditions of the functional training

IDIFCDgramS themselves quickly developed individual identifi—

Clations with these functional components of the organization.

1ROles and role expectations were formed early; to say sim—

IDIQV, "I am in apparatus sales” quite clearly defined the

r"Ole without further elaboration.

Thus, at the very beginning of the individual's career

with the company, he engaged in tradition-based activities
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which provided symbolic meaning to him. As we Shall em-

phasize even further when we discuss job descriptions,

personnel evaluation, etc., a web of symbol systems pro-

vided meanings to the individual—~the meaning of the com-

pany, the meaning of management, the meaning of his func-

izion and the meaning of his job.

Job Descriptions

 

Formal job descriptions were essentially nonexistent

irl the centralized functional organization of the 1920's

aI1Ci 1930's. This is not to say that individuals did not

Llruierstand what their jobs were or what was expected of

tillenn in the performance of these jobs. It is to say

Ti}1£it there was no formal mechanism by which the job was

CHEBITinitively, verbally Spelled out. Role expectations

VVEEIPG traditionally generated and passed on, as it were,

I‘I‘cnn "generation to generation.” Through the working of

t:r1€3 symbol systems of the company and the symbol systems

(DI? each of the vertical hierarchies. understandings and

IDEEIPCeptiOHS of positions "came to be" in a number of ways

:E‘i;rst, the individual observed his superior and how his

ESLljperior functioned in his position. Second, there was a

‘Vfiiry'close manager—subordinate personal relationship.

PEiI‘t of the expectation which had developed traditionally

311 the manager's job revolved about the training and devel—

ODment of people, not in a formal sense, but rather in a
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sense of obligation. Hence, managers quite generally through—

out the company regarded development of the individual as

an important part of the managerial job. Much of this was

done under the general approach of "giving the individual

ea full measure of responsibility and letting him develop

himself in his job." This is evidenced from the reSponsi-

txility given to trainees in the early days and can be noted

iri reports by management of their training techniques. This

is; exemplified in a Speech given by a vice president of the

c2c>mpany to the American Institute of Electrical Engineers

eat: their annual meeting in 1942, a part of which appears

t>ealowz3

The Engineering organization of a large industrial

business is based on a number of principles:

1. Directness of action and freedom of action

without conflict.

2. The engineering organization must be part

of the total business.

3. The form of the organization must be

subordinate to its personnel and must

Shgpe to the qualifications of men.

4. The organization needs a small central

staff.

The organization needs supporting committees.

The organization needs manpower strength with

runner-ups, with education, to cultivate and

exemplify loyalty Spirit and moral.

7. The traditions of the engineering organization

must act as a catalyst for such Spirit and moral.

O
\
U
’
1

Note particularly the emphasis this viCe president

Filaced, in 1942, on the Shaping of organization to the

Clualifications of men——typical of the managerial ideology

in the company at that time. Note also the emphasis placed

\

3Underlining added.
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on education to cultivate and exemplify loyalty and spirit.

This typifies the executive philosophy which influenced

training of people and the shaping of organization (and

hence jobs) to men, rather than the other way around.

Other managers Speak of the development of the under-

st:anding and perception of jobs without formal job des-

01‘1pt10nS. One sales executive, for example, commented:

I had had over twenty years of experience in the

company and a job paying over $25,000 a year before

I ever had any written description of my job given

me by a superior.

IX vice president of the company stated:

No one ever Spelled out any management job to me.

Of course, we now have job descriptions on many

jobs but I think in many cases there's quite a

bit of latitude in them.

When asked how he learned what was eXpected of him

Eirld what he was to do in a new position as he progressed

irl the company, a high level sales executive commented:

We simply learned by experience. There were no

Specific ways in which we were taught how to do

certain jobs. We were pretty much left on our

own. Whenever a man took a new job he learned,

of course, how the job had been done before and

deduced from this how he was to perform. There

were certain traditions for various types of jobs

but they were informal in character. I can't put

my finger on it exactly. I simply know that in a

new job I would more or less automatically come to

know what was expected of me.

When asked how he learned what the requirements of

his first field job which he had acquired in the late

l920's were, another sales executive said that there was no

fOrmal training or explanation of what was to be done in

the sales job.
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It was simply a matter of working in the office with

older sales engineers and learning in that way.

Still another sales executive remarked as follows:

Even as late as the middle 1950's there was in—

adequate formal description of positions. This

may have been all right prior to the 1955 organ—

ization change. But I found myself in a new job

which had never existed before and my colleagues

in other regions found this very frustrating in

that we could not get an all-inclusive description

of this kind of job.

Summary

Individuals learned about their jobs and what was

e3<13ected of them not by a formal, rational, and objective

Ixrwacess, but through the symbolic means of traditions about

JCDIDS on which there was a high degree of concensus.

Individual Performance Ratings

Prior to decentralization there were methods for

:bE3131ng the performance of employees, but these varied

Widely from component to component even within the vertical

fklrlctional hierarchies. One executive formerly with apparat-

LlES sales described the rating system within that component

a 8 follows:

There were really three ways in which we rated sales

people. First was in the salary itself. If we could

keep salary increases coming along fairly frequently,

that in itself indicated to the individual that he

was doing a good job. But then there was a formal

rating system which consisted of a rating sheet on

which the individual was rated in a number of cate-

gories, primarily personality trait kinds of things.

For each of a number of traits he was rated on a

scale of excellent to poor, and then was given a

final overall rating of effectiveness on the job and
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potential for advancement. Strictly Speaking, each

individual was supposed to be rated by this method

once each year after being appointed to a new posi—

tion for three years, and then at least once every

three years thereafter. The manager himself did

not necessarily make the rating. Rating sheets

were given to three individuals who were supposed

to know the ratee and the manager was then supposed

to discuss a composite of these three ratings with

the ratee. I would say that only lip service was

given‘hothisrating method. Then there was another

private and supposedly secret rating of individuals

which the manager made but did not discuss with them.

This took two forms. One was the submission to his

higher headquarters of the list of younger men in

the organization who had promise of growth. This was

known as the ”promising young man list." Also there

was another form for each employee which was submitted

to higher headquarters which rated each man on a num—

ber scale from two to ten, ten being outstanding, on

two points: present performance and potential for the

future. This was an important rating because at times

of salary reviews the ”number" rating of the man

often determined his eligibility for salary increase.

As late as the early 1950's, an employee attitude

SLlr‘vey conducted throughout the entire apparatus sales

Organization evidenced the fact that the great majority of

pPOLf‘essional people in this organization had not received a

for‘mal discussion of performance evaluation from their

SL1Deriors in many years.

In defense of the lack or inadequacy of a formal, con—

Si-E‘S‘tant rating system, one executive stated:

Of course, performance rating was done rather perfunc—

torily prior to decentralization. But after all, one

can hardly blame management of that time. After all,

we knew little about measurements then. and how can

one adequately rate an individual in a job without

having standards or criteria which provide objective

quantitative measurement of his performance?
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But we can conjecture here that although the individual

did not often, prior to decentralization, receive formal

cavaluations of his performance from his superior, he did

pxsrceive that he was performing capably by the very virtue

oi? the fact that he was in a position the behavior patterns

<31“ which were set by tradition, and he was following the

‘tITadition. In fact, many individuals equated their member-

ssklip in components with Success. That is to say, for an

individual to state, "I am in apparatus sales" implicitly

Unsaint that he was in an organization of great prestige and

C<3rlfidence, that he was following the traditions of this

Exrrsat organization, and that, ergo, he was successfully

FKEI‘forming his role. In fact, we conjecture that the very

abSence of a consistent formal performance rating system,

CCDupled with the high eSprit-de-corps which went with being

a. nnember of the corporation, was in itself a Significant

Sym‘bolic input into the web of symbol systems revolving

atDCNJt positions, man to man and group to group relationships,

and behaviors .

Salary Administration

Closely allied with the variables of job descriptions

ar“3 performance ratings is the system of salary administra—

tjdbn. Later we will Show that after decentralization all

these variables were formally tied together. During the

‘Period of the centralized organization, however, these
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related variables were not in fact interrelated in the

management process or in the minds of individuals.

As with performance evaluation, there was no single

sealary administration plan or process which was uniform

tklroughout the company. True, there were some general

ggrwaund rules that had been laid down in the executive

c>ffifice but each function, and components within each func—

t.ian implemented salary administration quite differently.

1111. the sales organization, for example, managers down to

tides level of section managers at general office headquarters

811C} district managers in the field organization conducted

nSalary reviews” at least once yearly at which time they

r"ecommended to higher headquarters in the sales organization

‘VFIErt salary recommendations they requested, by individual.

T9163 "ground rules" for these reviews changed from time to

time. Often, for example, rather than initiate the salary

reView, the manager received instructions from higher head—

QIlEtrters with Specific requirements for the review. For

ekeimple, a particular salary review may have dictated that

only men with the rating 9.0 were eligible for salary in-

Crease at this time; further, no man was eligible for a

Sa-lary increase if he had had an increase the year before;

arhi further, only men in certain salary brackets were eli—

gi~ble for the salary increase at this time. In most cases

tflle manager's hands were completely tied by the restrictions

and requirements of the salary reviews. Frequently he felt



that a certain individual had earned a salary increase but

was unable to secure it for him. Both the mechanics of

'the salary review and the philosophy which underlay it

tenlded to "Spread around” the additional salary money when

:it did become available.

Although generally Speaking the mechanics of the

suaZLary review were not discussed with individual professional

ernIDloyees, it was pretty well known throughout the organiza—

t:i<>n how the system worked. It was also quite well under-

st:c>od by individuals that once meeting the requirements of

tflj;s salary review, the discretion of the individual's mana—

EEBI‘ was all important.

Speaking of the salary administration, together with

trle? System of performance evaluation, one executive of the

COimjpany who has for many years been closely involved with

PNEI‘Scmnel management commented:

Salary administration was difficult prior to decen—

tralization because there really was no pervasive

and rational method of compensation and rating at

that time. Much was left to the discretion of the

individual manager. You see, in those days the

idea was that we paid mgn. Now, of course, the idea

is we do not pay men, but rather evaluate jobs and

attempt to set limits on the value of that Specific

job to the company. Formerly, the appraisal and his

resulting compensation were based almost entirely on

subjective factors and, of course, these subjective

factors varied from manager to manager. There was

no common denominator in appraisal and compensation.

AS a matter of fact, the result was, there was a

tendency for sales management to rate all of their

people rather uniformally "excellent." That rating

system didn't really mean very much. And as I said,

there was great variation in the individual bench

marks used by individual managers.
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Another sales executive in recounting his first ex-

perience with a salary review commented:

I received my first management position in 1948. The

first time thereafter that I participated in a salary

review, my immediate superior who had formerly been

in that position told me how he had maneuvered the sal-

ary situation in the past. He eXplained to me that

there was never quite enough money to go around and

that he had always tried to parcel it out in the most

equitable fashion possible. But there was no Specific

set of criteria by which we did this, and this disturbed

me very much. I knew, of course, that some of my peOple

were really considerably more valuable, yet the salary

Spread between the outstanding men and the average men

was really quite small. Further, salary levels in gen—

eral were not very high in those days when the post-

war inflation had already taken effect. Consequently,

in the salary reviews, if anything, we were trying to

inch up the men in the lower brackets, at the expense

of the men who really were our best performers. I

think the one thing that worried me more than anything

else after getting this first management job was the

fear that one of my better men would someday come into

my office and demand an accounting--and I knew I really

couldn't give it to him. And this was doubly difficult

in those days because we had no objective measurements

of jobs at all and no way to point out to a man Specific-

ally why he did or did not receive a salary increase.

AS a result I found myself doing what I observed the

other managers doing—-I did my best to convey to my

people the impression that the salary methods were

really something completely out of my control but

that I was constantly doing my best for my people

trying to get additional money for them.

Summary

The methods of early training, the process by which in—

di\ziduals oriented to jobs, the traditional rather than ra-

tixlnal and objective development of expectations of jobs,

tr“? personnel rating system, and the salary administration

mettusds were all inputs into the symbol systems. We are hy—

potflesizing that the meanings of all these processes tended



161

to develop a symbolic meaning of the manager's job. Indi-

viduals identified not, however, with the manager's job,

but rather with the manager himself. There was a strong

Inanager—worker relationship, a hierarchy of people rather

‘than a job to job relationship, in a hierarchy of defini-

t:ive positions.

Mobility

Prior to World War II and under the former centralized

fulnctional organization structure, mobility was essentially

eiitirely upward within the respective functional hierarchy.

III: was an extremely rare case for an individual to receive

a promotion outside his functional hierarchy. Hence, engi—

Ifleeers were promoted within the engineering component, sales

FKEOple were promoted within a sales component, and manufac—

tlering people with the manufacturing component.

Further, even within the substructures of the several

Ilierarchies, mobility was upward through the Specialized

Slecomponents. That is, a motor design engineer was pro—

mO‘ted up through the motor designing function and only in

rare cases did he receive a promotion in another product

deSign department.

The rate of mobility relative to that which it

acflieved after World War II was low. There was relatively

little "turn over" in the higher management positions, and

an linusually low ”quit-rate." It was not at all uncommon
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:for an individual to be an incumbent in a position for ten

jrears or more.

All this, of course, reinforced the identification of

.individuals with their functions, that is, with the vertical

flierarchies. Further, the relative stability of the organi—

zzation reinforced the traditions and all the symbol systems

:revolving about positions, components, and functions.

Of course, during the 1920's as the number of product

Ilines increased, new positions were created. AS a new line

(Df products was develOped engineering, manufacturing, and

isales components were formed to design, produce, and market

tfllese new product lines. However, these were "horizontal"

stiifts and although they did create new positions and,

11erme, provided a degree of mobility, the concepts of the

Ixositions were identical with those of analogous product

innes. In the early years of the 1930's, however, the

ef‘fects of the great depression greatly retarded this rela—

ti-Vely Slow rate of mobility effectively bringing it to a

standstill. Even when business picked up in the late 1930's,

mobility was affected more by retirement than any other

Sillgle factor.

Thus, we are hypothesizing that the vertical hier—

arChies were highly provincial and parochial in character.

EnSLineerS were engineers, upward mobility was within the

erlé's'ineering ranks, engineers perceived their managerial

Careers within engineering, and that was that. Further,
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the subcomponents within these vertical hierarchies were

provincial and parochial in character; Fort Wayne engi-

neers identified themselves with "Fort Wayne engineers,"

Pittsfield engineers identified themselves as "Pittsfield

engineers," etc. Likewise within sales, in the general

office, industrial general office personnel identified

vvith that subfunction; regional sales people identified

'with their individual regions. In essentially all cases

‘there was a strong emotional attachment to the parochial

(zomponents; and intense pride and sense of belonging devel-

<Dped for that vertical hierarchy and the subcomponents

Ivithin it.

Later Tgaining

The ”early training" normally lasted for approxi-

Inately three years. For example, the sales trainee

rhormally Spent one year in the test program, beginning

This sales training courses late in that year. In the

Senzond year he was usually transferred either to a commer-

Ciial product section in general office headquarters, or

SC>metimes to an engineering department, purely for techni—

CaZL training. His course work continued during his second

yeaar. In the third year he was normally assigned to one

Of the general office commercial sections where he was

Six/en reSponsibilities in such work functions as pricing,

devneloping multiproduct propositions, providing liaison
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between field sales and engineering departments, etc. At

the end of this third year he had made a choice for his

longer career--either continuing in general office sales

headquarters, or moving to one of the regional sales oper-

zations. Once he had made this decision, he expected to

:follow that career for almost the balance of his professional

life.

But after this "early training,"there was little ad—

ciitional training. To be sure, there were always product

and application engineering meetings. But there was essen-

tially no training for management, in a formal sense.

In an informal sense, however, there were two activi-

‘ties in the company which deserve Special attention be-

Clause of their influence on perceptions of the managerial

IDQsitions and also because of their strong reinforcement

cxf the traditionally based symbol systems. These were the

"Island Camps" and the "Elfun Society."

The island camps.—-As mentioned in an earlier chapter
 

tile company had acquired an island in Lake Ontario near

ttle head waters of the St. Lawrence River. This island

THid been equipped as a summer meeting place and beginning

abcout the mid-1920's was used each summer for the purpose

of assembling managers above a certain level.

The facilities at the Island were relatively simple.

TAKE housing units were tents on board flooring Spread in a
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semi-circle around a large parade ground or central campus.

Each tent housed two men and there were facilities for

approximately two hundred individuals at one time. A

large central dining hall, an assembly auditorium, a recrea—

i:ion building (affectionately known as the "Black Cat"),

and service buildings provided adequate but by no means

"plush” facilities. The Island quickly became a most

evocative symbol. Merely to be invited to attend an

Island meeting was equated with success. It was, together

with membership in the Elfun Society, the most evocative

status symbol in the company.

The Island meetings were conducted with great cere-

mony and ritual. The top executives of the company were

always in attendance; ties and coats were forbidden; every—

One was on a "first name" basis. When arriving attendees

disembarked at the docks they were met by a small band

playing music composed for the Island; a reception line of

Company executives greeted the newcomers; a holiday Spirit

was carefully contrived. After sunset on the first night

of each camp meeting, a ceremony was held underneath a

large elm tree, known throughout the management ranks as

Sianly ”THE ELM," during which company executives Spoke to

the new comers to the Island (always known as the "rookies"),

Speaking of the greatness of the company and charging the

"rookie" managers with the reSponsibility of carrying on

the great traditions of the company. All this was done
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ivith.colored lights, background music, and always culmin—

atxad with the appearance of an Indian in full battle

Iwegalia paddling to the shore of the Island, disembarking

enid giving a sentiment-charged Speech.

The Island meetings usually lasted three days with

idusiness sessions in the morning and recreation in the

afternoon. Normally there was a short business meeting

affer dinner with guest Speakers from outside the company——

rioted industrialists, bankers, university presidents, etc.

Most of the Island meetings were held by function.

CPhere was a "camp commercial" attended by the sales manage-

rnent, a camp engineering attended by engineering management,

etc. Usually there was one camp session during the summer

53s "Camp General" which was attended by the very top manage-

Uuent of all the functions. But the Island meetings were

Cfl‘iented to the parochial, vertical hierarchies.

All these meetings were charged with emotion. To

tilis day, management in the company Speak of the Island

lNith great sentiment. A vice president of the company,

IWDr example, recently stated:

The Island was simply great. It provided a tremen—

dous appeal to management people. I think it was a

mistake on the company's part to abandon it. The

management meetings being held now are not substi-

tutes for the old Island. At the Island there was

a feeling of eSprit-de-corps. It gave management

people an emotional feeling, a feeling of G. E.'S

image and a feeling of G. E.'s greatness. Manage—

ment's meetings today are held with some Specific

problem in mind such as the profit situation, etc.

The Island on the other hand had its meeting focused

on the traditions of the company themselves.
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A Ireagional sales executive had this to say about the Island:

The Island meetings were wonderful not only from a

personal viewpoint, that is, I confess to a great

deal of emotional thrill about the Island—-but they

were also extremely valuable as far as the total

organization was concerned. The Island helped to ex—

tend the spirit and the integrity and the pride of

the company from generation to generation. Actually,

I think we need that sort of thing more now than we

ever have and I think we suffered a very definite

loss when the Island meetings were discontinued.

A retired executive of the company who still maintains

illtzimate contact with the company today commented that the

1<>ss of the great "old traditions” because of decentraliza-

Tlixbn was in his opinion detrimental to the company. He

SIDOke of the Island as a tradition which was highly valuable

tCD management people in the company because it bound these

EMBOple together with a common spirit, and a common respect

arui love for the company. He stated that "there should be

53 Sort of renaissance in the company, once more focusing

CHI the individual and on the 'soul' of the company."

The Island meetings did more than simply provide

Eivocative symbolic meanings to management people. The

nleetings were structured to provide a free interchange of

nlanagement thinking, and there is ample evidence that the

COmments, proposals, and criticisms voiced by management

DEEQple at the Island meetings were contemplated seriously

b3? the company executives. The Island meetings provided

tVVQ way communication from top executives to other manage—

menfit people, and many of the ”great ideas” which later

CaIne to fruition were born at the Island.
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The Elfun Society.——During an Island meeting in 1929,

the chief executive of the company proposed the formation

of a group of management personnel in the company which was

dest ined to have great impact on managerial thinking for

the next twenty years. The overt reason for the formation

Of this management "association" was to provide a means

fol" the managers above a certain level to make investments

On a personal basis through a trust fund or investment fund

which would be administered at essentially no cost by com-

Pany officials. Hence, the name "Elfun," a contraction of

the term ”Electrical Fund." But this Society quickly

bEOE—lme something more than that. The chief executive en-

COuraged the development of this extra—company management

group into a powerful informal management policy making

bOdy. Perhaps one thousand managers throughout the company

he ld the rank and stature making them eligible for entry

into the Society. Local Elfun "chapters” were established

at all the plant cities, and throughout all the sales re-

gions of the company. These local chapters met monthly for

the purpose of discussing management problems within the

COmpany generally. Each chapter developed ”projects” for

Sttidy; suggestions for changes in management policy were

f0I‘warded to the chief executive. The chief executive at

one time called the Elfun Society ”my informal board of

diI‘ectors . "
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Here again, powerful symbolic meaning built up around

the Elfun Society. To be an "Elfun" meant status, recogni—

tion and provided to the individual a feeling of participa-

tion in management policy making. Elfun did another thing,

too; it began to integrate management thinking across the

functional vertical hierarchial barriers. The local monthly

meetings in each of the chapters were attended by managers

of all functions in that location. To be sure, at the

monthly meetings the sales people usually had their cock—

tails with other sales people, and there was a definite

tendency for managers of like jobs to hang together.

Nevertheless, the extracurricular management projects

studied by the various Elfun chapters were made by study

committees composed of managers from various functions.

For example, one regional sales manager described one of

his own activities in the Elfun chapter located in a large

Midwestern city as follows:

I think it was along about 1948 when I was appointed

by our chapter chairman to head up a committee to

study a new proposed hospitalization and insurance

program purely for Elfun members. I remember that I

was the only apparatus sales member of that committee

which included managers from ------- Department, and

------- Department. It was very meaningful to me to

work with these people and I will frankly admit that

it broadened my view of the company beyond the narrow

confines of Apparatus Sales to which I was personally

so much devoted.

Summary

In this chapter we have examined a number of variables

having impact on social structure, modes of behavior, and
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scacial relationships. Also, we have presented evidence

fléom informants indicating that these variables were Sym—

bcalic in character, and helped to develop a web of symbols

pI°oviding meanings to managerial and professional personnel,

arid providing the superstructure of Shared sentiments about

tile company, work groups, and jobs. In the following chapter

wee shall examine these same variables operant in the decen—

tléalization period of 1950-1955, and their influence in the

pnéocess of change of the entire social—system, as well as

nuarely the formal organization structure.



CHAPTER X

EMERGING CHANGES IN THE MORAL ORDER AND

THE BELIEF AND VALUE SYSTEMS 1950~1955

As discussed in Chapter VI, decentralization was the

pneocess selected by company executives for adjustment of

tiie company to changing technological, economic, and social

eacternal conditions. That chapter also described the con—

czegm of decentralization as something more than physical or

stxructural decentralization; it was also a new managerial

tfliilOSOphy and required new managerial attitudes and per—

<3epmion of the management job, and, hence, became the base

fNDr a new set of managerial ideologies. The process of

Ciecentralization required the implementation of a number of

Ilew’sub-processes, and these in turn began a chain of addi-

Tiional social and psychological processes, some of which

knere intentionally derived but many of which were uninten—

tkionally evolved. In short, the total social—system was in

Cilange, not merely organization structure.

The first of these sub-processes was that of the

OI‘gganization-structuring process itself. "Organizing" was

sDecifically defined by the company as "the process of

al?rdying at an accepted orderly arrangement of interdependent

Emirts of a whole." Further, the process of organizing was

171
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ciefined as applicable either to Specific functional compo—

rlents, or product department components, or to the entire

<3ompany as a whole, It included:

1. Determining objectives, and the policies, pro—

grams, plans, and schedules that will best

achieve them.

2. Determining the total work to be done.

3. Classifying and arranging that total work into

manageable parts.

4. Defining the reSponsibilities of work of each part

and the relationships or teamwork between parts,

whether components or individual jobs.

U
"
!

Determining requirements and qualifications of

personnel to occupy resulting positions.

6. Selecting individuals to fill all the resulting

positions.

7. Establishing methods and procedures which will

help to achieve the objectives of the organization.

In this organizational process, each part in the struc-

t:ura1 arrangement was clearly classified and defined as to

t:he Specific work, together with the relationships of other

structural parts. This was incorporated in a ”charter" for

' andeach organizational component, and a ”position guide,’

"job description” for each individual. The essential prin-

ciples were Spelled out in detailed reports and memorandums

prepared by one of the executive ”Services."
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At the outset, the major changes affected by the

cxrganization-structuring process of decentralization affected

pncimarily the positions (and the individuals selected to fill

tiiose positions) of product department general managers and

tileir "management team" consisting of the functional mana—

guers of engineering, manufacturing, and marketing. This

IVES the management team drawn from the former vertical, func—

tzional hierarchies to form a new "product business." Per-

llape oversimplifying somewhat, the actual work being per-

fRormed by work groups under each of the functional managers

(bf engineering, manufacturing, and marketing was very Simi—

lar to that which was being performed by those work groups

iprdor to decentralization. But it was largely at the level

Oi‘general manager and at that of his immediate functional

ESubordinate managers that the sub-process of social relations

tbetween groups and individuals was Specifically implemented

Eat the outset. New and clearly defined prescriptions and

Ibroscriptions centering about these managerial roles were

Cieveloped and publicized. The relationships between groups,

ESuch as the functional groups intra—department, department

tlo division, and department to the "services" were also

prescribed.

Within the overall organization-structuring process,

‘the subeprocess of decentralization of decision-making

authority with its concomitant objective and rationally-

based set of measurements on performance played a significant
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Ioart in the emerging social changes throughout the company.

iLater chapters will discuss this in considerable detail,

lout it is important to note here that this sub-process be-

czame an important catalyst of social change. Another, and

flighly important process for change which was built into

tflqe overall organizational-structuring process of decen—

txralization was designed to affect and change managerial

idecdogies. Chapter IX described how the perceptions and

arttitudes of managerial roles evolved through traditionally—

loased symbol systems. The social structural variables dis-

cuissed in that chapter produced meanings of the managerial

.job over time, sentiment-based identifications with overall

<30mpany and with functional components of the company, and

Symbolic meanings which served as socialization media

VVhich in turn affected prediSposition toward behavior, or

‘the general sets of personality—organization generally

EShared by management individuals. The conceptual aSpects

<Df decentralization required that many of the managerial

ideologies which had thus formed over time be changed, ad-

justed, or eliminated. A sub-process of ideology—change,

i:herefore, began, in some respects intentional and directly

implemented, in other reSpects unintentional and evolving.

It was clear at the outset that there was great need for

.new business management skills, but in addition a need for

a new concept of the general manager's job, and new atti—

tludes pertaining to it. Roles were described by the
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:processes of establishing charters, job descriptions, etc.

laut new expectations and sanctions had to be developed.

Accordingly, in the early days of decentralization

czonsiderable planned effort was exerted to create a new

iJnage of the professional managers position in the com-

;xany. One of the major mechanisms for this was the pro-

ggram at the Island Camps in 1951 and 1952 where the need

:for new views and new philosophies of management was highly

Estressed. These were company—wide meetings attended by

23,000 to 4,000 managers from all components in the company.

lill former distinctions between engineering, manufacturing

.and sales were completely eliminated, and every effort was

rnade to mix personnel not only by function but also by

product responsibility. Even the assignment to living

Quarters was so arranged that "tent mates" were not only

.from different product areas of the company, but also from

(iifferent functions. Most of the old Island traditions

Vvere eliminated for these meetings; the recreational program

Vvas virtually eliminated; the band no longer played at

Iseveille, etc. The programs themselves were focused on the

rheaning of decentralization, the new philosophy of organi-

zation and management, the meaning of the operating general

Inanagers positions, etc. These were working meetings, with

.Sroup sessions in the morning followed by seminars in which

participants were required to discuss and "develop" precepts

of management under the theory of decentralization. The
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‘basic managerial "principles" of planning, organizing,

integrating, and measuring were heavily stressed. Simi-

Ilarly, the techniques and processes of measurement were

flighly emphasized.

Another mechanism for the contrived development of

Ilew ideologies and new perceptions of the general managers

IDOSitlonS was the broad use made of study groups known as

'“task forces." As the organizational process continued,

said as product departments were "Spun off" from the former

‘vertical hierarchies, study groups were formed composed

(of a variety of individuals from several walks of company

<3perations with the objective of analyzing and recommending

'the process of formation of the new department. Usually

included on such study groups were individuals actually

or tentatively selected for management posts in the new

(department. Such analysis had to be done, of course, but

(one of the planned results of appointing such study groups

Vvas the internalizing of the new concepts by the individual

Inembers of the groups. As a Vice President of the company

(observed recently:

The last few meetings at the Island, before the

Island was abandoned obviously had as their objective

the "selling" of the decentralization idea. Then af-

ter that you will recall the many task forces set up

in the company. I really think that the task force

idea was less to come up with Specific recommendations

and problem solutions that it was to get diffident

groups together and "sell" dissenting people on the

ideas of tOp executive management. It was another

tool to develop in all management minds throughout the
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company an agreement with an appreciation of the

new theories of decentralization Sponsored and

activated by our top executives.

The above has been a broad description of the back-

gground for change, designed by executives for adjustment

‘to technological change. But these structural and philo-

ssophical or ideological changes were only a part of the

‘total process change in the social system of this corpora—

t:ion. They set in motion a chain of events and additional

Encocesses which in turn changed the path of dynamic,

<3hanging equilibrium of this social system, sometimes func-

‘tionally and sometimes disfunctionally. To better under-

stand this and to seek some explanations for the emerging

social changes within this social system, we shall in the

balance of this chapter describe how the seven variables

discussed in Chapter IX changed over time, and what the

Ineanings of these changes were to management individuals

in the company, as reported by them. We emphasize that

‘these were emergent changes; some of them came about as a
 

Ibesult of intentional implementation whereas some of them

(did not. Most of them evolved over time rather than instan—

‘taneously. Further some of these emergent changes evolved

IlOt because of the avowed concepts and objectives of the

decentralization process but because of disequilibrium in

the social system itself. We also stress here that in the

balance of this chapter we are discussing changes that

evcflved generally throughout the company in the seven
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variables being described but that whereas they were adapted

into the sub-social systems of some parts of the company

(quite readily, they were not readily adapted into the sub—

scmial systems of other parts of the company with ensuing

(conflict which became the force for even further change.

ffhis conflict and its results will be described in Chapters

XI, XII, and XIII.

221:1

Whether the company had decentralized or not, the

:recruiting process probably would have changed. The company

had continued to grow throughout the war years requiring

increasing numbers of technical or professional personnel.

Further, the technological processes within the company

itself--decentralization or not--were becoming increasingly

Complex. The many new technologies which had been developed

as a direct result of World War II demanded men with new

skills. Recruiting itself, therefore, became somewhat de—

centralized. This was particularly true in the technical

:recruiting; the technical recruiting staff was enlarged

from a very few people headed by the manager of recruiting

to a large group of coordinating recruiters who organized

:recruiting teams to visit the technical universities. A.

typical recruiting team would include as many as five or

Six recruiters, Specializing in such disciplines as nuclear

jphysics, engineering, mathematics, etc. The important
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ctuange here was that the college graduate was being inter-

vixawed not to come into the company's overall engineering

prnagram from which he later progressed to some Specific

ftuqctional area but to enter the company directly into

tile fUnctional area itself.

EarlyiTraining

The test program.-—With one exception which will be

deascribed below, the test program was gradually eliminated.

‘kaung men were recruited and hired for direct placement

iilto manufacturing or engineering assignments of Specific,

ruamed product departments.

The Sales Training Program discussed in Chapter IX

Ilas retained a number of "test" assignments. That is,

unlen the college graduate was hired he was hired to enter

a. sales engineering career, but rather than being directly

Eassigned to the marketing section of one of the Product

DGpartments or to the field sales force, he entered a

training program of approximately one year duration during

“Mulch he was assigned a number of three month factory

aSsignments, on a rotational basis, testing large appar—

a“Cus. However, immediately upon entering, he had already

Cast the die for entry into sales engineering work, and

was in social contact only with sales trainees. He did

have some degree of choice in that he might sometime during

this period elect an initial career either with a Product

Department marketing section or with field sales.
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Business training course.——The business training
 

ccnlrse, however, remained largely unchanged. Graduates

of“ business and finance were recruited and assigned in

InUkzh the same way as prior to decentralization. Many

fcxrner members of this business training course now hold

iliggh executive positions in the company, and there is

e\iidence that even though they have progressed to execu-

tziAJe positions, they still retain a "family" and professional

ixiermification with the financial components of the company.

.A lJice President of the company (himself a "graduate" of the

fRDrmer test program) remarked:

I think we have definitely lost something by elimi-

nating the test program. But consider the BTC pro-

gram. BTC people still hold together even though

they are Spread throughout the company because of

decentralization. I would predict that Mr. ------

(presently one of the tOp executives of the company)

still keeps his finger in the BTC program since he

came up through those channels himself. I would

wager that he still attends meetings of BTC people,

keeps his eye on BTC graduates, etc. These accounting

and financial people in the company, having gone

through a common program which is still in existence,

seem to feel that they are all on the "same team,"

People used to feel that way to the extent that they

were part of a big team, but I believe that the elimi-

nation of "test" have lost this for us and I believe

that it is too bad it happened.

Many other managers of the company have expressed

SiJnilar personal disappointment about the elimination of

tflle former test program.

A regional sales executive stated:

Test was a good way to get started in the company.

I met a lot of people who were on test at the same
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time as I who are now Spread throughout the company

in important positions. You know how important it

is to keep your pipelines open to people in the com—

pany and test certainly served an important purpose

in this reSpect. The important thing about test was

that it provided the trainee with a means to under—

stand what the company was, and most importantly to

give the trainee an opportunity to meet a great

many people with whom he would have relations in the

future.

Summary

The results of changes in the initial entry and early

training processes is:

1. Trainees largely no longer come into a common

"pool" but are assigned directly to operating

components of the company in Specific functional

assignments.

2. The common, Shared experiences at work and in

classes no longer exist.

3. The social camaraderie which developed as the

result of these shared experiences is essentially

eliminated.

4. Whereas individuals quickly identify with Spe—

cific operating components of the company, the

identification with the total company is con—

siderably reduced.

5. Where the common, shared early training experi—

ences do still exist, as in the busines training

course, a "family" camaraderie and a professional

and almost "fraternal" identification still exists.
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Job Descriptions
 

In contrast with the traditionally based understanding

of jobs prior to decentralization, jobs after decentrali—

zation became highly objectively and definitively Spelled

out. A written job description Specifically outlining

the duties of the job and the accompanying authority and

accountability was prepared for every position in the

company, managerial and professional non-managerial. Hence,

the eXpectations, and the prescriptions and proscriptions

of roles in the company became a matter of written record

against which performance of the position could be objec-

tively measured.

Significantly, job descriptions after decentraliza-

tion not only spelled out the duties, responsibilities,

and accountability of the position itself, but also Speci-

fied the relation of the position to other positions. It

is also important to note, following the concept of or—

ganizing discussed earlier, that job descriptions were

prepared with no regard to present or potential incumbents.

That is, it was the position itself which was described,
 

without regard to individual personalities; under the

concept of the organizing principles, candidates were then

selected who had the behavioral traits, knowledge, and

apparent skills for the Spelled—out position. This is not

to infer that under decentralization concept, abilities of

individuals were subjugated, nor that less value was placed



183

on individual performance; it does mean that under decen—

tralization, the rational and objective description of

positions became a highly important base point for the

operations of the company.

Another significant aSpect of the complete Spelling

out of the job descriptions——and for that matter, the

Spelling out of the "charters" of groups--was the uniformity

which prevailed. Before decentralization individual per—

ceptions of management positions and the web of ideologies

which grew up around different management positions and

the web of ideologies which grew up around different manage—

ment positions was extremely diverse. After decentraliza-

tion, the position of a product department general manager,

or a product department marketing manager, or a division

manager was the same throughout the company. To be sure,

the individual job description of the general manager of

the product department "A" may have differed from that of

the general manager of the product department "B," but only

in such terms as eXpected sales volume, dollar level of

profitability, etc. The detailing of the positions, however,

was identical.

Individual Performance Rating

Under the concepts of decentralization previously

discussed, the delegation of authority for decision making

carried with it accountability in terms of Specific and

objective measurements of performance. In the early days
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of decentralization, when its basic concepts were being

described and "sold" to management personnel and pro—

fessional workers throughout the company, great emphasis

was placed on performance and the measurement of that

performance. It was made absolutely eXplicit that per-

formance was the ultimate test. Further, the concept of

the manager's job clearly included as a most important

part of his work the development and the concrete expressing

of the factors, units, and systems which were to be used

in measuring the performance of individuals and of entire

work groups.

Written into the job descriptions of each position

were standards of performance expected to be achieved by

the incumbent in the position. Here again, the attempt

was to make rational and objective the standards of perfor-

mance which prior to decentralization had evolved tradi-

tionally. The rationale behind this was well eXpressed by

a personnel officer of the company who stated:

Before decentralization there really was no pervasive

and rational method of compensation and rating. Much

was left to the discretion of the individual manager.

You see, in those days the idea was that we paid men.

Now, of course, the idea is that we do not pay men

but rather evaluate jobs and attempt to set limits on

the value of that Specific job to the company. The

man is then paid somewhere in the range of the estab—

lished value of the job. Thus you see formerly the

appraisal of a man was based almost entirely on the

subjective factors and, of course, the subjective fac-

tors and, of course, the subjective factors varied

from manager to manager. Now all the emphasis is on

the job itself; we have ample statistics on jobs now-—

past records of potential business from customers, ac—

tual received business from customers, the amount of
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influence the job has on business being played else—

where, etc.--therefore, we have a much more measur-

able approach to the job itself now than we ever had

before. This has been accomplished by better analy-

sis, better techniques of measurement, better ac—

counting and reporting, etc. And to an extent, at

least, it imposes a practical and rational approach

to the worth of a job to the company. Formerly,

there was a tendency for apparatus sales management

to rate all of their people rather uniformaly "excel—

lent." The rating systems really didn't mean very

much. And as I said, there was a great variation in

the individual bench marks used by individual managers.

As with job descriptions, there was a significant uni—

formity of the techniques of personal evaluation of perfor—

mance. To be sure, the content and the value to the company

of individual jobs varied materially. That is, a design

engineer in the computer department may well have had a

different content of eXpected performance than did a design

engineer in the air-conditioning department. Yet, the struc—
 

tggg of the job descriptions and the commensurate standards

of performance were quite uniform. In a nutshell, and over—

simplifying, for managerial and professional positions

throughout the company, the process of decentralization

quite definitively states: Here is a job; this is a descrip—

tion of the job itself and the work to be performed, together

with the degree of authority and reSponsibility the job

carries here is the accountability attached to the job;

that is, here are the objectives of the job, the end results

required from the job, and the standards of performance

 

1This interview was partially quoted in Chapter IX.
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which will be required for the successful achievement of

this job‘ you, the incumbent, will be appraised on these

bases.

It must be pointed out that as far as managerial

positions were concerned, the great emphasis of quantita—

tive measurement was placed on the performance of the

manager's entire work group—~that is, the degree of success

of achievement of objectives. This was clearly stated as

one of the principles of decentralization. However, it

must also be pointed out that in every manager's written

job description his own personal evaluation or appraisal

would likewise be based on this standard——the degree of

success of objective-achievement by his work component.

There is ample evidence that as new organization com—

ponents were formed, that is, as new positions were created

as new product department organizations came into being

with new management positions, individual managers selected

for these new positions readily accepted the rationale of

definitive job descriptions, the Specific objectives for

these new positions, and the means of evaluation of perfor—

mance. This was not the case, however, with those parts

or sub-systems of the company whose organization remained

relatively unchanged by decentralization whose management

positions continued structurally much as they had been in

the past, and, therefore, whose management personnel per-

ceived no change in the methods or objectives of their work.
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Here there was resistance not only to formalized job de—

scriptions but also to the imposition of Specific quanti-

tative basis of measurement. This resistance was expressed

by management individuals in a number of ways. For example,

one regional sales executive stated:

They began to make their appraisals of the selling

organization cold—bloodly and over—emphasized measure—

ment performance. I have always insisted that one

cannot adequately measure the performance of a crea—

tive selling organization insatechnical business.

There is absolutely no way to adequately quantify our

performance in our activities today and the value of

these activities for future business. But, unfortu-

nately, the product department general management,

who were placed "under risk" because of the concept

of "professional management" turned out to be less

managers than "bean—counters." What do I mean by

"bean—counters?" Well, here is a division manager

back east some place, and he looks at the reports,

the IBM reports from the accounting peeple, and looks

at variations from budget and so forth. He then bases

opinions as well as his decisions on these figures.

All he is doing is counting beans. He is not being

really a creative manager. Yes, the technique of

measurement has improved materially and in many re-

Spects provide factual information to operating mana—

gers which materially assist them in their decisions.

However, I think much of our management, particularly

in the product departments, became "measurement happy"

with the end result of placing too much emphasis on

figures and dollars and getting away from the impor-

tance of the human individual in the organization.

Paradoxically, there is a tendency for the better and

more accurate information which we have now to cause

some short range thinking on the part of some general

managers. That is, they tend to shoot for good docu-

mented results in the present and are much less willing

to take gambles on the future as they used to.

Another slant on the problems caused by the strong em—

phasis on quantitative measurement was voiced by an expert

company consultant in operations research as follows:
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The operating general managers have been admonished

through the exeCutive training programs that the

job of the professional manager is to "plan, organ—

ize, integrate, and measure." All this, of course,

must be done in the framework of clear, stated ob-

jective setting. Perhaps I should say that the main

problem is how to balance objectives. Obviously, at

any one time there are a number of objectives which

a management must have-~some of these are clearly

measurable--such as profits, sales volume and so on.

But, many of the other objectives although defi~

nitely Spelled out as being objectives by top manage-

ment, are not capable of measurement. For example,

in all the company literature on effective profession—

al management you will find that listed among the ob—

jectives of all professional managers should be such

things as fulfillment of responsibility to the com—

munity, the obligation to labor, the development of

management personnel, and so on. These things cannot

be quantitatively measured——or at least we haven't

found a sufficient way of measuring them-~and, there—

fore, there has been a tendency simply to give a sort

of lip service to these objectives. . .I think that

perhaps it boils down to the fact that the general

manager is in a position where he must produce on

the measurable objectives and, therefore devotes his

attention to these areas. And because of the organi-

zation structure itself and because of the high or

relatively high ability to measure these certain ob-

jectives, the "human value systems" possibly have

suffered. Before decentralization and before this

great stress of measurement of results there were, of

course, the same basic objectives of the business.

However, because the accountability of the general

manager was not so clearly fixed to the specific

dollars in the business I suSpect that such objectives

as those involved in the relationship of individuals

carried equal weight in the minds of management. They

probably would today, too, if they were measurable

quantitatively.

Salary Administration
 

As discussed in Chapter IX, the salary administration

prior to decentralization was not really tied to anything

other than executive decisions on the quantitative amount

of total salary increases and the ground rules which were
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determined variously for each of the salary reviews. Of

course, there was often somewhat of a tie to performance

by virtue of specifications relative to the "secret"

managerial numerical rating of individuals. But this was

a rating syStem which was separate from that established

for discussion with individual professional workers; further,

it was rarely discussed with workers. Hence, the integration
 

of salary increases and job performance existed only sub-

jectively in the minds of managers, and this varied greatly

throughout the country.

A company—wide uniform salary administration plan was

put into effect in the middle 1950's. This plan completely

integrated job description and requirements, personal per-

formance on that job, and the compensation for the job.

Here the emphasis was placed on the job itself. With the

job clearly delineated and defined, and the objectives of

the job clearly specified, the value of the job to the com—

pany could be determined. Positions throughout the company

from the chief executive down to the individual workers were

rank ordered in a series of 26 levels. Numbers were assigned

to these levels. For the first time in company history a can-

didate could approach a new job knowing precisely what the

job entailed, what was to be measured and specifically what

the level (or the value to the company) of that job was.

He knew, therefore, that as an incumbent in that job he

would be paid the minimum salary prescribed by that level
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but as long as he remained in that job he could not be

paid over the maximum set for that level. Each salary

level carried with it a minimum and maximum dollar com—

pensation; these figures were the same for gygry position

carrying that level throughout the company.

AS these positions levels (and hence salary levels)

were established they were pegged relatively high. That

is, job for job, the company determined to pay the incum—

bents of these jobs at least equal to or preferably higher

than Similar jobs outside the company. Salary levels in

the company increased significantly during this process in

the middle 1950's. Thus, many product department general

managers earned more compensation than presidents of some

sizable companies; many individual professional workers

such as sales engineers, design engineers, marketing Spe-

cialists, etc. occupied positions evaluated by the company

as high as $20,000 and actually received such compensation.

The other side of the coin was that the security of

the individual incumbent was greatly reduced. Whereas

before decentralization it was relatively rare for an

individual to be removed from a position anything short of

absolute incompetence or moral ineptness, after decentrali-

zation the rewards were great, but so also was the risk.

Individuals were expected to perform at least to the mini-

mum standards objectively set for the job and were so com—

pensated, but failing to meet these minimum standards were
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subject to removal from the job (and many individuals were

summarily removed), being retired early, demoted, etc.

Summary

In considering the variables of a job description,

personnel evaluation, and salary administration prior to

decentralization, we hypothesized that the traditionally-

based processes by which these variables evolved and were

actuated resulted in the development of symbolic meanings

wrapped around all of them causing individuals to identify

strongly with men, rather than with the superior managerial

positions, per se. After decentralization with the advent

of organization--structuring based on rational factors

(that is, based on jobs and relationships of jobs rather

than on people), former symbols clustered about manager-

worker relations became meaningless and new symbol systems

evolved centered about positions rather than men, around

rational quantitatively measurable objectives rather than

personal relations.

Mobility
 

Great technological advances and the rapid growth in

all markets after World War 11 would have resulted, even

without decentralization, in some company growth--limited,

of course, by the productive ability of the former central-

ized organization. But with decentralization and the
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organization change into a large number of quasi-autonomous

operating departments, the number of management positions

increased very rapidly throughout the early 1950's. In

1953, it was stated that there were 16,000 managers, fore—

men, and supervisors in the company and more than 22,000

"high level" professional Specialists such as engineers,

scientists, accountants, sales engineers, lawyers, etc.

At that same time, it was estimated (Somewhat over optimis-

tically as it turned out) that within ten years these re—

quirements would increase to 25,000 managers, foremen, and

supervisors and to more than 35,000 professional Specialists.

The rate of mobility increased tremendously. In

addition to the absolute increase of managerial and super—

visory positions caused as a direct result of decentraliza-

' anothertion and the large build up of the "services,'

vital factor influenced the rate of mobility. During the

great depression years of 1930 to approximately 1935, very

few men entered the company. Even at that time the company

was large enough that, had the organization never changed,

the normal attrition due to retirement, death, and the

relatively low number of men leaving the company would have

required the entry of at least three or four hundred new

young trainees per year. Sizable numbers were recruited

and hired in 1936 and 1937; however, 1938 was a year of

recession and essentially no men were hired in that year.

From 1941 to 1945, the years of World War II, the demands
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for technical personnel increased greatly, far beyond the

company's ability to secure new men. After World War II,

from 1946 to approximately 1950, the supply of graduating

engineers was relatively limited, and competition from

other industries had increased materially. In none of

these years did the company achieve anywhere near the

numbers of technical men it required. Hence, for a period

of about twenty years, from 1930 to about 1950, there were

only three or four "good hiring" years. As a result, large

age gaps existed at the very time, in the early 1950's,

when decentralization itself placed an even greater demand

for men to fill newly created management positions. All

this caused rapid upward mobility for younger men in the

company.

Perhaps an even more striking change in the mobility

pattern was that of the path of mobility. Prior to decen-

tralization the almost universal pattern of mobility for

all individuals was upward within the individuals own

professional, functional component. Engineers were pro-

moted within engineering ranks, sales engineers within the

sales organization, etc. After decentralization, however,

due not only to increasing demands for managerial personnel

but also due to the alleged relative universality of "pro—

fessional" managerial positions with their uniform principles

of management, the mobility pattern rapidly became horizontal

as well as vertical. Thus, it became relatively common for



194

a design engineer in one product department to receive a

promotion to a managerial engineering post in another

product department, to receive and additional promotion

to a higher managerial engineering position in still

another product department, and ultimately to receive

promotion to the general managership in still another

product department. Managers whose previous experience

had been entirely in the lamp department found themselves

promoted to positions managing in the appliance business,

the power generation buSiness, etc.

Significantly during the early years of the decentrali-

zation process, 1951—1955, the Apparatus Sales Division was

a prime source of managerial and supervisory personnel for

the marketing sections of the product departments. There

was a marked flow out of Apparatus Sales. This was particu—

larly due to the fact that Apparatus Sales regional sales

Operations contained many men who were highly trained in

Specific product lines--the "product Specialists" who pro-

vided "backup" sales and application assistance on Specific

product lines to the sales engineers. During these years

many such product Specialists were invited to transfer to

product department marketing sections, assuming such jobs as

managers of product planning, sales managers, and in some

cases marketing managers. But the reverse flow was essen—

tially nonexistent; that is, as technical personnel and

some managers were transferred out of Apparatus Sales, their
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positions were filled from within Apparatus Sales. Thus,

although there was a considerable amount of "cross breeding"

in other elements of the company, Apparatus Sales management
 

 

_gontinued to be appointed from Apparatus Sales ranks. This

will be an important point of discussion in Chapter XI, XII,

and XIII. We merely point out here, and will discuss the

real meaning of it later, that high rate of horizontal and

vertical mobility during the formative years of decentrali—

zation reinforced the development of new managerial percep-

tions and attitudes, and the development of new symbolic

meanings throughout most of the company-—but not in Apparatus

Sales where organization remained such the same in a struc—

tural sense and the role expectations remained much the

same in a symbolic sense.

The rapidly increasing rate of horizontal as well as

vertical mobility posed many problems. With decentralization

and the structuring of the organization into many relatively

autonomous units, the increasing need for horizontal mobility

became more difficult to solve. In order for division and

product department general managers to know of and have

access to competent and technical managerial personnel

throughout the company, manpower "clearing houses" were es-

tablished in each of the functional staff Services--manu-

facturing, engineering and marketing. These clearing

houses were in effect "employment agencies." Every techni-

cal and managerial individual in the company was invited
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to subscribe to these clearing houses, called "registers,"

by submitting a number of forms giving personal information

about himself. Thus, each of these services built up a

complete dossier on each individual who elected to partici-

pate in the register system——as the great majority of in—

dividuals did. Each individual submitted not only all his

personal data and work experience but also indicated the

types of positions he felt that he felt he was competent

to fill and in which he had interest. Concurrently a com-

pany wide policy had been established requiring general

management, when seeking candidates for a managerial posi-

tion above a certain prescribed level to consider at least

three individuals outside the manager's own component.

The "register" served this purpose very well, and a large

volume of requests were made to the registers giving specifi-

cations for candidates. The "register" then submitted to

the general manager seeking to fill a position a list of

candidates throughout the company who fulfilled the Specifi-

cations for the position.

The wide Spread horizontal mobility was absolutely

essential during the first two or three years of decen-

tralization; the staffing of the many newly created positions

in the newly formed product departments Simply could not

have been achieved otherwise. And, such wide horizontal

mobility fit the philosophy of executive management at the

time-—a philosophy wrapped around the concepts that
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management was a kind of "professional work" unto itself

involving certain basic principles which, once mastered,

enabled a manager to perform efficiently in any kind of

product business and technical milieu. The range of this

horizontal mobility began to decrease about the mid-1950's,

however, for two reasons. First, it became obvious that

it took more than a mastering of the so called "managerial

H

principles, to do an effective managerial job in many of

the more technical aSpects of the company's business.

Second, by the middle 1950's, the rate of formation of new

product operations had decreased and with it, the demand

for new managerial personnel somewhat decreased. Conse—

quently, managerial promotions became made more and more

from within the reSpective division, and more and more from

within the reSpective product departments. The rigid

policy requiring the consideration of "outsiders" was

relaxed. As stated by a management consultant staff eXpert

in the company in 1961:

Not it is generally accepted in the company that

management requires more than the "generic princi—

ples" of management; the manager must have insights

into how to adapt to Specific situations. Manage-

ment mobility seems to be much more within a Spe-

cific group of the company and in fact mostly within

divisions. For example, you will find that managerial

appointments being made in the major appliance divi-

sion no longer bring in men from completely different

and incompatible Operations but are being made within

that division itself. This means that the "registers"

are falling apart and their proponents are complaining

bitterly. Much emphasis is being placed today on the

technical know-how of the business and the demands

that this technology places on the general manager of
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the business. This, of course, reinforces the be—

havioral reaction within the vertical chain (more

than in the horizontal chain). As individual mana-

gers now perceive that mobility is being at least

somewhat more restricted to certain types of busi—

ness, and that probably the very wide mobility lies

more closely within their own particular organiza-

tional components. This means that the individual

manager is taking cues and signals from individual

personalities in the hierarchy above him they may

eXplain some of the conflict observed between inter-

dependent components of the company. In the early

1950's and extending as late as 1958, there was a

great fluidity of organization structure. New de-

partments were being split off and formed; executive

general management was being drawn very widely from

personnel throughout the company. Now, however, we

are approaching a phase of "organizational stability."

The almost overnight Springing up of product businesses

has largely stopped; mobility is being more or less

restricted to intradivision operations.

Later Training
 

With changing executive and managerial philos0phy,

changing organization structure, changing objectives, and

changing role expectations and with the introduction of a

high degree of definition and measurement, the need for

training became acute. This was particularly true for

the positions of operating general managers of product

departments since these positions called for executive

management blending all aSpects of business-—technical, pro-

duction, marketing, financial, etc. Other than a handful

of executives at the very top echelon of the former cen-

tralized functional organization, there were essentially

no men in the company possessed with training and experience

other than in a single function. This, at the outset of
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decentralization, was the most critical problem per-

ceived by executives.

At the outset of decentralization, of course, gen-

eral managers of product departments had to be appointed

from the functional ranks of engineering, manufacturing,

or sales, without having had the broad executive type

experience really necessary for these positions. As the

result, there was a relatively high rate of turnover in

the first year or two at the general manager level.

Because of these, many managers in the company attached to

the job of product department general manager a higher

element of "risk" than probably really existed. A Group

executive at executive headquarters of the company commented

in this regard as follows:

Individual operational managers all down the line,

based on the degree of reSponsibility and authority

delegated to them, are "at risk." However, I think

this was an unfortunate term, particularly during

the decentralization period. After all, during the

early 1950's when we were forming so many new and

independent product departments, there were many

general managers appointed who simply couldn't last.

They Simply didn't have the ability to perform as

general managers in the new scheme of things under

decentralization. Therefore, whether there had been

any "at risk" or not, a certain number of these mana—

gers would have had to be replaced. It was, there-

fore, assumed by pe0ple that this business of being

"at risk" was more potent than it really was. I ad-

mit that this may have affected the perceptions of

management people, but I think unfortunately too many

people in the company felt there was something unique or

magic about this risk business. Many of the general

managers who were appointed to manage product departments

ranks. I suppOSe there was a tendency to select
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engineers for the more technical businesses. In

general, however--and this may be an unfair gen—

eralization--I believe that the engineers were

less successful in becoming general managers than

were the marketing and financial people.

Recognizing the deficiency of broadly, executive-

trained personnel in the company, the company initiated a

program in 1949 in anticipation of the growing need for

such broadly trained executive people. This program,

dubbed the "crown Prince" program by many in the company,

involved the selection of functional managers generally

in the age group 35 to 40 who had demonstrated outstanding

potential for general management. These men were completely

relieved of present assignments, and were given "Special"

assignments for a period ranging from six months to one

year as an assistant to a top level manager in another

function. For example, an outstanding sales manager in

Apparatus Sales, approximately age 35, may have been ap—

pointed assistant to the comptroller for a period of Six

months. Conceivably, he then may have been moved to an

engineering function and assigned the position of assistant

to a top level engineering manager. In this way it was

hoped that within a year, or two years at the most, such

outstanding men would receive a broad practical background

based on experience in many functions and hence be better

qualified to assume in the future the exaction executive

roles of general managers of product businesses. This pro:

gram was short lived for a number of reasons. First, it
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was extremely expensive because of the temporary waste

of highly competent management manpower. Second, the ex-

perience of the first few individuals selected for the

program rather quickly demonstrated that the program was

less than adequately efficient for the achievement of its

objectives. With the outbreak of the Korean War in 1950,

and the quick Shift of the company to its war—time opera-

tional plans, such "waste" of managerial manpower was deemed

impractical, and the program was dropped.

The meetings at the Island in 1950, 1951, and 1952--

previously discussed-~served in a sense as managerial

training media. These were not formal training programs

per se, of course, but they did serve a descriptive,

analytical, and eXplanatory purpose. In any case, manage—

ment personnel throughout the company-—some 3,000 of them

who attended these meetings--began to perceive what was

eXpected of managers in the new decentralized organization.

_Advanced management course.--In 1955 the company
 

invested over two million dollars in its now well known

Advanced Management Institute. An estate overlooking the

Hudson River about 35 miles north of New York was purchased

and to the existing estate buildings a number of other

facilities were added, including excellent living quarters,

a class room building, etc. Set in a beautiful location

and removed from urban atmoSphere, the management institute

had the environment and "feel" of a college campus.
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The Advanced Management Course (hereinafter referred

to as AMC) was quite frankly a "crish program" to train top

level business managers. The program itself began in 1956

with approximately 75 top level managers attending an in—

tensive thirteen week program. During their attendance

these managers were temporarily relieved from all operating

responsibility (acting managers serviced in their capacities)

and lived at the Institute. The course later was reduced to

nine weeks. Participants attended lectures, discussion

sessions, and individual and group project work five and one-

half days per week, often including evening sessions. Also

included in the curriculum were some Sixty lectures, about

half of which were presented by prominent men outside the

company from the fields, politics, business, etc. Each

participant was eXpected to do about 1,300 pages of reading;

each was required to develop a "strategy project" for the

future of the company, including his own plan of action

for it.

The program was aimed primarily at approximately

1,700 managers from the level of chief executive down

through the functional managers reporting to product depart—

ment general managers. By March of 1961, AMC had 142 grad—

uates, including 80% of all present product department

general managers, all but one division manager, and all

five group executives. Directors of the program state

that the objective was not to groom individuals for p
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promotion—~that it was no "Crown Prince" program——but it

was simply to improve the quality of managerial performance

in present positions.

The first five or six sessions of AMC, running through

1955 and part of 1956 centered primarily about the new mana—

gerial roles resulting from decentralization. Many general

managers of product departments previously had had no ex—

perience in managerial or executive problems such as policy

setting, salary administration, overall business decision—

making, etc. Thus, the program initially served as a most

important medium for inculcating in individual managers'

minds the basic principles underlying decentralization, and

the concept of the manager's job in the new decentralized

organizational structure. During this same period, however,

another course known as "professional business management"

was prepared, amounting actually to a condensed version of

the more lengthy AMC. This program is discussed in more

detail below, and was disseminated widely throughout the en—

tire company. Therefore, the sessions of AMC after about

the middle of 1956 were attended by general managers or

their functional mangers who already had attended the "pro—

fessional business management" condensed program, and AMC

then shifted from the "principles" of decentralization to

more general management theory, and the problems of adjusting

the enterprise to changing social, political, and economic

environments.
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In 1960 the AMC was temporarily discontinued. The

announced reason was the necessity to reduce expenses in a

year in which the company was exerting great effort to im—

prove its profit position. An implicit reason was a need

to reshape the program to new executive problems. The

company is presently developing plans for a "postgraduate"

course for higher level executives.

Reactions to AMC-—to its objectives and its methods-—

varied widely, from enthusiastic acceptance to outright

disdain. Possibly the most recurrent criticism was that

AMC preached the doctrine of decentralization and the

"principles" of management as dogma. One eminent university

scholar employed as a consultant by the company, who had

much to do with the development of the course at AMC stated

it this way in 1960:

When the company embarked upon decentralization in

1951 and lasting through 1955, there was a dogma on

the generics of management. When AMC was set up the

AMC 'faculty" wanted academic independence without

interference from the operational management of the

company. But it was generally the concensus of the

attendees and also the perception of others in the

company that the program wanted and sold a stereo-

typing of the managerial job in the company. Of

course, there was lip service paid to this dogma by

some management people. And this idea of stereo-

type can be checked with the practices in management

mobility during this period. Some general managers

were transferred around the company almost willy

nilly--as though the idea were that if one could

manage a hot dog stand he could manage IBM. But

staff executives later said that they did not really

mean that once an executive mastered certain pro—

fessional principles of management that he was then

capable of managing any kind of operation. They
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backed away from this; now it is generally accepted

in the company that management requires more than

the generic principleS-—the manager must have insights

how to adapt to Specific situations.

A vice president and a division manager stated:

I think a lot of management took AMC with a grain

of salt. I think that the company went on quite

a kick for a while-—or at least some of the Ser-

vices people did--on the idea that once an individ—

ual mastered certain basic principles of management

he could rather automatically be a good general

manager in any kind of a product business. But I

never did hold that any one mastering the principles

of "planning, organizing, integrating and measuring"

could successfully manage any kind of a business.

You can probably recall several cases (here the in—

formant mentioned the names of four or five general

managers of product departments) where the general

manager undoubtedly knew very well these academics

of management but still completely failed in the

operation of his business. I think that in a com—

pany like ours that it is absolutely necessary that

the general manager of a product business be tech-

nically competent in that business. And I think

that the idea which AMC seemed to foster that a

successful manager of the toaster business could do

a good job of running the locomotive business is

not only fundamentally unsound, but is actually

quite passe in the company.

Speaking of executive management training and develop—

ment in the company, a high level executive of the company,

now retired, but who had attended AMC in about 1955 stated:

You can't tell me that you can rationally structure

an organization under the principles of professional

or scientific management without considering the

personalities of the executives as they come in and

out of that organization. Another thing about people

which I think our top executives have not adequately

considered is this: people are fallible. I think

this was one of the mistakes we made. Organization

structure, organization aims and purposes, and organ—

ization Operations were neatly structured on paper;

so called "principles of management" were developed;

jobs were Spelled out; scope of operations of the

departments, groups and individuals were spelled out.
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And yet people are fallible-—the concepts don't al-

ways work—-mistakes are made-—people view things in

different ways. So the great marketing concepts and

great concepts of organization that were developed

in the decentralization periods simply were not

Utopian. Fallible people held key position making

jobs.

An operations research Specialist and consultant in

company commented:

Much has been said in the company about professional

management. I think that the principles Sponsored

by AMA centering around planning, organizing, inte-

grating and measuring tended to falsely stereotype

the professional manager's job. This is a company

in which the manager must have a real knowledge of

the business and I think we went through a bad peri—

od when the idea was proposed that simply a knowledge

of these so called managerial principles enabled a

manager to manage any business. I Simply do not

agree with the idea that, given a knowledge of these

principles, any manager in the company could success—

fully manage Some other operation of the company.

Further, the advanced management course tended to

develop too much conformity of thought—-or probably

more particularly, a conformity of behavior. Even

though some managers say outwardly that they do not

subscribe to all that the program proposed I think

that the program did definitely create a conformity

of behavior. After all, people simply will not buck

the "system." And, the "system" requires a programing

of activity. I must admit that I am a crusader against

conformity and I am for the individual. And I think

that the next major changes in the company will come

in this area.

When asked about the Management Development Institute

providing a substitute for the Island meetings, a vice

president of the company replied:

I do not think it is a substitute. There is no

Spirit at the Institute. Of course, management

from all over the company, from many different

areas of the company's operations come there to-

gether for ten or twelve weeks, but it is much

different from the Island. At the Island there
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was very frankly a feeling of eSprit-de—corps

whereas at the Institute, managers were presented

with managerial theories and techniques with which

they did not all agree, and were required to go

through actual working sessions. The Island on the

other hand gave management people an emotional

feeling. No, I do not think that it is a substitute

for the Island.

Regardless of criticism, however, it is important

to note that many managers in the company do in fact ap-

proach the work of their positions using the so called

"managerial principles” emphasized during the early days of

decentralization at AMC. Further, through AMC, a common

language was quickly learned throughout the company; divi-

sion, department, and functional section managers through-

out the company Speak in the vocabulary used at AMC and

O 2

lts condensed versions.

The professional business management course.——AMC was
 

attended by executives and managers down to a certain level——

approximately the $20,000 a year level. A condensed version

of it was prepared in a set of several volumes covering

such subjects as the concept of decentralization, the mana-

gerial "principles" of planning, organization, integrating

and measuring, the "work" of the professional manager, the

"work" of the individual contributor in the decentralized

organization, etc. A large group of conference leaders

for this course were trained at the Management Development

 

2We must emphasize that there has been nothing in this

research which indicates clearly that AMC in itself functioned

as some sort of mold out of which came uniformity of manager~

ial behavioral patterns. There is some (Footnote continued

on next page.)
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Institute and returned to their home components to present

the program to a large number of individuals down to and

including many selected non-managerial professional employ—

ees. These programs were held throughout the company in

weekly sessions of approximately three hours each, lasting

for about ten weeks. By 1960 some 30,000 individuals had

participated in this condensed version of AMC, widely

disseminating, therefore, the concepts and principles of

decentralization, the present view or philosophy of execu-

tive management, and the concept and specific description

of the professional manager's role in the company.

 
Other training program§.--AMC and its condensed version

of professional business management were programs slanted

toward the broad, executive aspects of general management.

In addition to these programs were developed by the various

staffs or service components. Such programs as advanced

marketing seminars, manufacturing management seminars, etc.

 

uniform behavior pattern, without question, through our ob-

servation. However, it will be our contention that this is

a result of conscious regarding of role expectations emi-

nating from a highly structured social system with clearly

defined prescriptions and proscriptions, and identifiable

and highly differentiated status system, and a very defini-

tive expectation-sanction system. The AMC program undoubt-

edly contributed to this but it will be our proposition that

it was not the direct cause of this. Further, we will pro—

pose in Part IV that although the Management Development

Institute did develop symbolic meanings, it did not Operate

as a strong symbolic force as did other institutions or

traditions in the company.
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were prepared and were attended by selected managers holding

positions in these functions in the various product depart-

ments, and in the Apparatus Sales organization. Such pro—

grams varied from two weeks to four weeks in duration and

were normally held at the company's Advanced Management

Institute on the Hudson River. They were technical in con—

tent, and highly specialized to the specific function in—

volved. Almost without exception, participants found them

highly valuable in assisting them in the better technical

performance of their specific functions.

Still other training programs of all sorts evolved

during the mid—1950's. These ranged from rather broad

training courses on such subjects as the workings of the

economy to highly specialized programs such as "The Psycholo—

gical Aspects of Selling." "Later training" ranging from

the polar extremes of executive management to that of

highly technical programs dealing with computer application

and automation proliferated during the middle 1950's. Even

today some of the programs being developed are taking an

interesting and perhaps significant slant. For example, a

program is being currently developed and tried out in a

few locations (about which we have at present very little

information) aimed at increasing the business effectiveness

of work components by preparing managers to better
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understand the dynamics of Social interaction and the

psychodynamics of individuals.3

The island camps.--The "training" aspects of the
 

Island meetings throughout the late 1920's and somewhat

less frequently during the 1930's and 1940's, but again

in the early 1950's, have already been discussed. Based

on information received from numerous company executives

and managers, the Island meetings did serve as a medium

for identification with the company and as a source of in-

Spirational and Sentiment-based motivation. After decen—

tralization was well underway by about 1950, the Island

was no longer used; it was dismantled and finally sold in

about 1956. WideSpread rumors circulated that the company

was seeking another location with more adequate facilities,

but this has never been done. To be sure, there are peri-

odic meetings of the top level managers in the company--

usually down to and including the general managers of

product departments at such places as White Sulphur Springs.

The Elfun Society.——We have also proposed earlier
 

that the Elfun Society provided in a sense a mechanism for

training. After its formation in the late 1920's and

 * '—

3Based on our limited present knowledge of this pro-

gram, we surmise that it is a composite of theories and

propositions of such scholars as George Homans, Herbert

Simon, and David Moore.
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extending through theyears of World War II, the chief

executives of the company openly and actively solicited

the study of company problems by the formal Elfun "Chap-

ters." Groups of Elfun members throughout the country

tackled pernicious problems and attempted solutions,

recommending such solutions to the formal management of

the company. This was not only welcomed-—it was definitely

encouraged. But at the outset of decentralization the

then chief executive (Cordiner) rejected such activities

of the Elfun Society. A sales executive of the company

who had previously served as president of a large local

chapter of Elfun and who had also served on the national

administrative committee of Elfun commented as follows

about the changing aSpects of the Elfun Society, what it

did, and what it meant:

Elfun provided a solution to a growing problem in

the company. As the company expanded in its many

operations both at factory locations and in the

field, the Elfun Societygrovided a common bond be-

tween various elements of the company, again like

the Island projecting the company spirit and pride

throughout the organization.

This same informant was then asked the question, "What

happened to Elfun and why did it change from a highly re-

garded sought—after group with considerable prestige within

the company, to one which was simply an 'informal club'

with really no direct bearing on company activities at all?"

He replied:
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(After decentralization) I think it was simply de—

cided that it was the top executives who were going

to determine policy in the company and not some

group of uncontrolled management. However, I be-

lieve that the top executive management is beginning

to feel that there is need for something like Elfun,

and I think that the prestige and importance of this

organization will probably return.

A vice president of the company, Speaking of Elfun,

stated:

I think the idea of the Elfun Society was a great

thing. Here again, like the Island, it welded

management people together. As the company grew

the Elfun Society provided a group management

sounding board and was a means for exchanging ideas

among management people in different areas of the

company. It stimulated new ideas. Personally, I

think that Elfun made us all realize the greatness

of the company and realize the company's growth and

understand some of the company's problems. I don't

think that the society changed very much in its im-

portance until the early 1950's (at which time the

process of decentralization began). After that the

part that Elfun played in communication of manage-

ment thought diminished materially. Yes, I think

that it was absolutely by design that this happened.

I think that there is no question but that the top

executives wanted no part of debate or idea-creating

during the period they were engineering the company

through vast changes of organization and philosophy.

But, I think the Elfun Society has reached its low

point and is now coming back and is becoming some—

thing more important than it has been during the

last few years. What do I mean by that? Well, I

think the chief executive realizes that the pendu—

lum swung too far in decentralization and the organi-

zation became not only physically Split up but that

there was a loss of feeling on the part of many manage—

ment people for the whole company. And I believe that

probably the anti-trust Situation has accented this

need for all management of the company to feel part

of the total company. Therefore, I predict that the

Elfun Society which after all is still in existence,

may well become means for this. I think that our top

executives have definitely begun to encourage once

again this informal meeting of management people and

exchange of management ideas.
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Elfun had real, significant meaning prior to decen—

tralization. This, plus the fact that the meaning of Elfun

changed during the years of decentralization, plus the fact

that the meaning of Elfun is once again changing can be ex-

plained not only in terms of its function but also in terms

of its symbolic meaning; we will discuss this in more de-

tail in our conclusions.

Summary

The underlying rationale of the decentralization

process focused on the creation of a large number of quasi-

autonomous product operations, each functioning as a rela—

tively independent business unto itself. These operating

units—-the "product departments"-—became the key building

blocks of the organization structure. Superficially, it

might appear that the structural dividing of this multi—

billion dollar company into approximately one hundred

quasi-autonomous operating units was a fragmentation of
 

structure, both technically and socially. This is far

from fact.

The Product Department operations have a number of

important, common aSpects.

The philosophy, the policy, and the actual procedure

of the delegation of decision—making authority to the gen-

eral manager of the Product Department is congruous through—

out the organization.



214

The Product Department operation was "profit—centered.

Each department was established as a business with a high

degree of quantification of performance with regard to re-

turn on investment and net return to sales.

The departments had identical formal organization

structure.

The Product Departments had a common set of performance

standards-~the key result areas referred to in Chapter VIII.

To be sure, the dollar objectives of some Product Departments

differed from those of others; but the areas for performance

measurement, and the techniques of the measurement process

itself were identical throughout the entire organization.

The Product Departments had similar broad charters;

each had a similar "role" in the corporate family.

The written "position guides" for product department

general managers were identical for all product departments.

In fact, the position guide of the product department gen—

eral manager was widely disseminated throughout the entire

company; it was discussed and exhibited at the informational

meetings held during the early days of decentralization; it

was published in company journals and documents used in the

management training programs. The intended meaning of the

position of product department general managers was clear

and definitive at the outset. Following the principles of

organization (also discussed in Chapter VIII) this Clear

definition of the job of product department general manager

1



215

was established without regard to the individual persons.

That is, the job itself, and its role expectations were

highly specifically established. Further, there was a

commonness in this role expectation throughout the diverse

company.

The product departments' markets were diverse. Many

had absolutely no overlap with any other product department

of the company; for example, the X—Ray Department had little

in common with the Refrigerator Department, market-wise.

However, what was common was the dedication of every product

department to its market and to the serving of that market.

The physical dispersal of manufacturing facilities

which began after World War II together with the organiza-

tional decentralization resulted in the physical housing

of many of the new product departments in new and relatively

small plant cities. Of course, the large previous manu—

facturing centers Schenectady, Lynn, Philadelphia, and Erie

continued to operate and to house several large product

departments. But, there was a migration to such cities as

Roanoke, Virginia; Rome, Georgia; Lynchberg, Virginia;

Phoenix, Arizona; DeKalb, Illinois; Holland, Michigan; etc.,

each such city being the headquarters of a newly formed

product department. Thus, many of the product departments,

being operated as quasi-autonomous businesses, quickly devel—

Oped a "community" reSponsibility.
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In addition to these common strains, the very concept

of the "professional manager" provided a common linkage

throughout the company of position of the product depart—

ment general manager. The "principles” of professional

management—-planning, organizing, integrating, measuring,

etc.-—were proposed and advocated at the early Island

meetings and later in the Advanced Management Program, and

did provide a communality to the managerial position, ideo-

logically Speaking. Whether or not the AMC preached dogma,

it did accelerate a cluster of common perceptions about the

general manager's job. The field counterpart of AMC, the

Professional Business Management Program, further dissemi-

nated this concept of the "professional manager" throughout

the entire company. A new language developed in the company-—

the language of professional management with its formal

phraseology and with the jargon which developed around it.

Additionally, the establishment of the "job—level"

system in the company, together with rather sharp increases

in compensation particularly at the higher management

levels, resulted in the placing of high value on the general

manager's jobs. Not only did the job itself become clearly

defined and well known throughout the company, but it also

became well known that job of product department general

manager was a highly remunerative one, financially, with

total compensation from $50,000 to $60,000 per year. At

the same time, it was clearly understood by managers at
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all levels in the company that the positions of general

managers of product departments were held accountable

and were "at risk." Further, it was observed by many

that general managers of the product departments were re—

moved from these positions occasionally--an action rela—

tively unheard of prior to the decentralization period.

All this resulted in a relatively short Span of

time in the development of a new concept and a new percep—

tion of the key operating management posts in the company,

concepts and perceptions which were quite consistent through-

out the company. The role of the general manager of the

product department quickly developed an aura of prestige

and authority. With the creation of approximately 100 such

departments, a new managerial elite came into being.

The status-system of the social structure, the formal

organization structure, the expectation-saction system,

the communication system, and the decision—making system

changed. But beyond that, these changes triggered social-

system changes in every corner of the company, even those

not directly affected by organization change. The following
 

four chapters will explore this.



CHAPTER XI

APPARATUS SALES—~THE CLINGING TO TRADITION

In chapter IX we described how the force of tradition

shaped individuals' perceptions of managerial jobs, images

of company and work functions, and identifications with

company and work components. We have contended that the

meanings of the company itself, the work-function, and

the individual professional job were traditionally based,

and were reinforced by strong symbolic meanings of rituals,
 

practices, and procedures.

This was particularly evident in the Apparatus Sales

organization--the separately organized selling arm of all

the apparatus type business of the company.

The Apparatus Sales Division possessed at the time

of decentralization a rich history of competency. This

stemmed from the early days of the company, when even be-

fore the turn of the century the Selling Department of the

early General Electric Company was perforce the applicators

of the new electrical technology. In those early days,

the Selling Department literally created a demand where

there was none before. This creative demand creation

never stopped. As discussed previously, as technology in

the electrical industry rapidly proliferated the application

218
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engineers and sales engineers of the Apparatus Sales Division

analyzed industrial process problems, developed new appli-

cations of electrical apparatus, and creatively solved

customers operating problems.

The division was highly competent, organization-wise;

likewise, individuals in the division were highly capable.

Essentially all individuals were college trained engineers;

high standards of recruiting brought to the company out-

standing men technically; the factory training, sales

training, and additional training received after transfer

to a region enhanced individual technical capability.

This was an organization whose structure had been

relatively consistent for half a century and whose dedica-

tion to serving customers in the market place had always

been the mainSpring of the internal ideology. As a re-

sult, Apparatus Sales enjoyed high prestige both in and

out of the company. Throughout industry, customers' respect

for this organization was extremely high. Very few com-

panies in any industry provided to industrial customers

in the market place the "plus" service, the breadth of

technological knowledge, and the ability to creatively

solve customer operating problems. Likewise, this great

selling organization was the object of both envy and

emulation by competitors. To be sure, the competitive

advantage Which this provided to the company was narrowed

in later years, particularly after World War II, when
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many smaller companies specializing in certain specific

fields likewise developed great competence. But, in in-

dustrial circles, the G. E. Apparatus Sales Organization

commanded extremely high regard.

Internally, within the company, this organization

was renowned. Individual Apparatus Sales managers and

engineers were regarded with esteem generally, and enjoyed

high status within the company. This was reflected in

levels of compensation; levels of pay were relatively

higher in Apparatus Sales than in most other areas of the

company's work. Likewise, the non—monetary rewards in

Apparatus Sales were relatively high with respect to the

rest of the total company organization. That is, such

kudos as invitation to Island meetings and to the Elfun

Society, nominally restricted to management personnel,

were granted to a relatively large number of outstanding

individual Apparatus Sales application engineers and sales

engineers.

To a large measure, the individual sales engineer

was more than simply that. Vis-a-vis customer executive

personnel, the sales engineer was regarded in customer

circles as an "executive type" individual. To a large

extent, unlike the sales representatives of many supplier

companies, the Apparatus Sales engineer not only had

access to the executive levels of customer organizations,

but in a significant number of cases became intimately
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acquainted with customer top management people on a social

plane. This was not merely taken for granted by Apparatus

Sales management and engineering personnel; however, it

was accepted as a fact of business life. And, this was

recognized within the company as well as in the market

place.

Coupled with an accepted high level of competence

and the ensuing prestige, Apparatus Sales management and

professional personnel had long enjoyed an independence

of operation. From the very start of the company, this

organization had been independently structured. Of course,

to many in the company outside the Apparatus Sales Organi-

zation, industrial selling with its high content of tech-

nological and systems knowledge and its high dollar volume

developed a sort of ”mystique." Even after World War II

and during the days of decentralization, the arcane quali-

ties of the complex industrial selling operation seemed

to defy objective analysis through such techniques as

operations research, the application of measurements, etc.

This independence, as an organization within the

company, exhibited itself in a number of ways. Prior to

decentralization, when the product sales groups in the

general office were part of the Apparatus Sales Organiza-

tion, it was normally the product sales manager who "ran

the Show" as far as unifying engineering and manufacturing

efforts and integrating them with sales efforts. As
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expressed by one Apparatus Sales executive in describing

what he called the "supremacy of sales" prior to decentrali—

zation:

Well, we had a vertical organization during the

period 1935—1945. That is, sales ran its business,

engineering its, and manufacturing its business.

But, really when you stop and think about it, sales

ran everything. I can recall when I had an assign—

ment in (a certain plant city), in the (a certain

product) business, Bob ------------ who was manager

of sales there, really ran that whole factory. What

he said was final with the engineers and with the

production people down there. I think that up until

the time of decentralization, this was pretty gener-

ally true throughout the entire Apparatus end of the

business, and I also think very strongly that the

engineering people and the manufacturing people re-

sented this bitterly.

Similarly, a vice president of a company, when asked

about the relations prior to decentralization of head-

quarter's sales groups with various engineering and manu-

facturing groups, pre—decentralization, commented as

follows:

In most cases the sales headquarter's departments-—

that is the Motor Department, the Transformer Depart-

ment, etc.—-rea11y ran the business. (Plant city "X")

provides a good example; Buster ---------- , Manager

of Sales, really ran the whole (product "X') business.

Of course, the managers of engineering and manufac-

turing at that plant city did not report to him——they

reported to their reSpective engineering or manufac-

turing management in Schenectady. However, Buster

really ran the business. He pretty much dictated to

those other departments the overall objectives of the

business.

This vice president was than asked the question re-

garding how the sales regions operated at that time-—that

is whether they were relatively independent in their
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operations or whether there was management either in the

product operations or commercial headquarters dictating

to them. His answer was:

No, the regions were quite independent. Of course

they might occasionally check in with the sales

headquarters in Schenectady, but the regional

manager normally did pretty much as he felt ad—

visable.

The regional managers in Apparatus Sales, at least

until the middle 1950's did "run their shows" quite inde-

pendently. A regional manager, presently incumbent, in re—

marking about this stated:

The regional manager in those days (pre-decentrali-

zation) might or might not check some of his de-

cisions with people in Schenectady, but even if he

did he very likely would still go ahead and do what

he wanted to do. Today it is different--the regional

manager must be careful to check out with a number

of other management groups or he is likely to find

himself in disfavor.

This independence did not stop at the higher levels of

management within Apparatus Sales. In each region, there

were a number of large district, or "local office" sales

operations, each of which was staffed with application en-

gineers, sales engineers, service engineers, and complete

warehouse, order service, etc. facilities. The managers of

these "local offices" also enjoyed a high level of freedom

and independence in the manner in which they operated their

respective territories. The regional managers to whom they

reported gave them great latitude in decision making and

in fact quite overtly stated that the "local office manager"
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was the key authority in his own area. One "local office"

manager in talking with the author recently commented about

a previous regional manager to whom he had reported in this

manner:

Bill —————— was in my opinion one of the out-

standing regional managers in all my experience.

The thing which made him outstanding in my

opinion was the fact that he let us run our

offices and our territories as we saw fit. If

we needed some help or had some kind of diffi-

culty with the engineering or manufacturing

people, he was always ready to help. But he

never indicated in any way what we were to do;

he never gave us any feeling that he was looking

down our throats; he simply let us run our

business.

This even extended to individual sales engineers.

Apparatus Sales management regarded individual Sales engi-

neers as "executive—type" individuals. Over time the con-

cept of this job had developed a managerial content--that

is, it was overtly expressed by Apparatus Sales management

that the sales engineer was a "manager" of his business

and of his individual territory. As noted in a previous

chapter in discussing the rating and evalution of performance

techniques, Apparatus Sales management found it difficult to

quantitatively evaluate individuals' performance because of

the quite complete freedom of operation granted to the

individual.

Thus, throughout this organization, and for many

years, a high value was placed on individuality, and a con—

siderable amount of freedom of operation and freedom of

decision making was developed by all individuals.
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All this contributed to the making of a very proud

organization. This was a major social as well as organi-

zational system within the company with high eSprit—de-

corps, a very close "family" feeling, and intense loyalty

to the company and to Apparatus Sales. The individual

identified closely with Apparatus Sales and in so doing

identified very closely with the total company. Most in—

dividuals in Apparatus Sales felt that Apparatus Sales

essentially "was" the company. As expressed by one manager,

"Well, if Apparatus Sales wasn't really the company, at

least it was the heart and the brain of the company."

Apparatus Sales people had a sureness-—almost a reserved

cockiness. As one man expressed it, "Well, I guess we were

sort of like the New York Yankees."

But, there was a high degree of parochialism in this

organization. Apparatus Sales pe0ple felt apart from the

rest of the company. Generally, they felt that they were

"a cut above" other sales or marketing components of the

company such as the lamp sales organization, the appliance

sales organization, etc. This extended even to some ele-

ments of its own organization. For example, in addition

to the selling directly large industrial customers, the

Apparatus Sales Division also franchised agents and dis-

tributors--normally other independent business men in the

electrical supply business--to sell apparatus type products

to small industrial companies not contacted by the direct
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selling organization. These agents were generally looked

at by the Apparatus Sales engineers with considerable dis—

dain; further, the G. E. Apparatus Sales personnel assigned

to deve10p business through such agents in a rather subtle

way were not accorded as much status as were those sales

engineers directly assigned to calling on industrial ac-

counts. A presently incumbent regional manager of Agency

and Distributor Sales commented on this situation as

follows:

I think that until recently Apparatus Sales people

were enamoured of their own prestige. They wanted

to build a fence around their operations, keep

everybody out, and not even allow any questioning

or observation of their operations at all. They

felt that they were a great selling organization--

which of course they were--but let this blind them

to any change whatsoever. Even when they did reluc-

tantly admit that there was some place in the organ-

ization for the agency and distributor operation, we

who were in it were definitely second class citizens

in the organization. What do I men by that? Well,

the Apparatus Sales people felt that the level of

competency of those of us in the agency business

was below their own. If a sales trainee was thought

to be a little lacking in technical ability, even

though he might have outweighed this in other abili—

ties, the attitude of Apparatus Sales management

people was "he's not ood enough for us, put him in

the agency operation.’ Whenever there was shuffle

in organization and one of the more marginal Apparatus

Sales people was eased out of his position, he was

put into the agency operation. We got the dregs.

Further, if any of the younger men saw opportunities

in our growing business, and expressed an interest in

the agency Operation, Apparatus Sales management did

everything possible to persuade them not to move into

our group. The Apparatus Sales management people had

a definitely superior attitude. I'll give you an

example. Mr. ------- (a district sales manager) said

to me one time, "how can you ever expect to get any-

where in the company? You didn't go through the
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district training, you were never assigned to

industrial customers, and you were never a sales

engineer. You never learned what it was like to

call on industrial customers. Yet, here you are

in a management job without that experience. How

do you expect to progress?" Now, of course, these

attitudes are changing rapidly. Our operation is

regarded in a very favorable light and at last, I

think some of the old building of walls has stopped.

What do I mean about building a wall? Well, the

old Apparatus Sales people were stodgy. They were

doing the same things in the same way that they had

done for years and were so persuaded of their own

superiority that they would not even think of change.

When change was forced upon the organization, they

fought it. In some ways they are still fighting--

But I believe that our operation is now plainly

accepted by Apparatus Sales management."

No only did Apparatus Sales itself have a high degree

of parochialism but even within this Social system, there

were "little parochialisms." The various Apparatus Sales

regions were themselves like little "families." Each

region developed a character and a pride. Because of the

relative independence of the various regional managers,

the syntality of each region was unique. To be sure, the

Apparatus selling job was very much the same from region to

region but intense loyalty developed within each. Apparatus

Sales peOple talked of their reSpective regions as a Yale

graduate might talk of New Haven, or a Harvard graduate of

Cambridge.

Now, all of this was reinforced by the non-rational

aura of the selection and training of the members for this

social system. AS previously discussed, the source of

man power for the Apparatus Sales organization was the
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"pool" of young trainees in the "test program." Of course,

all of these men had initially been recruited at college

level according to a very high and very selective set of

standards. Hence, even before being selected for Apparatus

Sales, trainees had been hired according to a certain com-

pany pattern in view of the type of individual desired in

the company. When selecting its trainees from this pool,

although not overtly and formally expressing it, Apparatus

Sales training management had deve10ped over time a definite

image of the "typical" Apparatus Sales person, and therefore

had developed a stereotype of the Apparatus Sales candidate.

Trainees were selected on a competitive basis. After the

selection, the rituals and other symbolic media began.

Once on the sales training program, the candidate then went

through.a general office training period of two to three

years but even then, was required to "compete" for his ul—

timate job in regional sales. Here again, a recruiting

process began; regional managers or someone on the regional

staff periodically visited the various sales training loca-

tion at the major plant cities and interviewed perspective

candidates for ultimate regional jobs; sales trainees in

turn selected a choice of two or three regions attempting

to "sell" themselves to those regions. When a trainee was

selected for a certain region and accepted an offer to come

to that region, he was "tagged" for that region until the

conclusion of his training program. Finally, when he
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finished his training--the latter part of which was normally

Specified by the region—-he physically transferred. But,

even after arriving at the region, he normally Spent at

least one and often as much as two years in a sort of

"apprenticeship" before being assigned to industrial cus-

tomers as a sales engineer. During this time, he was nor—

mally assigned as an "inside salesman" and handling

telephone inquiries from customers, handling dictation and

quotation work for sales engineers, etc. He did not

receive a formal training per se, but nonetheless this en-

tire process, which followed the same pattern year after

year, served as a socializing medium enabling the young

trainee in his first three to four years in Apparatus

Sales to gain a meaningful conception of the organization,

its jobs, and its people. A typical reaction to this

process was expressed by a district sales manager as

follows:

You asked about my recollections of the first

couple of years in the ----- office in the —————

region. In those days, the young man trans-

ferring to the regional office was assigned to

work as an assistant to one of the older sales

engineers. This is how he learned. I was assigned

to Mr. ---------- . In this assignment I handled

his routine mail, sometimes writing letters to cus-

tomers for his signature, made quotations up for

him to deliver to customers, handled routine tele-

phone calls from customers and so forth. His only

customer, of course, was the XYZ Power Company, and

in that way I came to learn the organization of the

customer and some of the problems the sales engineer

had with that customer. It was good training. I

also had to learn in this way the product problems,
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which one of our factories to contact for various

types of information, etc. No, there was no for-

mal training during that first couple of years.

It was Simply a matter of working in the office

with the older sales engineers and learning in

that way. I regarded this as a wonderful experi—

ence. The people in this office, particularly

the sales and application engineers, were a won-

derful bunch of men, highly competent, and attrac-

tive to me. There was a wonderful family feeling

there. For example, during the summer time we

periodically had golf outings to which all of the

men in the office would go--we don't seem to have

time to do that sort of thing now and I think

that's regretable. I was very proud of the com-

pany then and very proud to be associated with

the ------- office.

Another factor, and a significant one, promulgating

the generation-to-generations traditions of Apparatus Sales

was the mobility pattern within the organization system.

Promotion came almost entirely from within. This was not

only true in total--that is, high level management jobs

at Apparatus Sales general office headquarters were filled

by Apparatus Sales people-~but even within regions, pro-

motion was largely from within the region. That is, for

almost half a century, when a regional manager's job was

to be filled (due to retirement, death, or promotion in

almost all cases) the new executive was chosen from within

the ranks of that region. For the most part this also

occurred at the~districtnenagement level within regions.

Hence, there was definite--and deliberate--inbreeding.

All this resulted in very little social—system change

in Apparatus Sales relative to the function itself, and

relative to the perceptions by individuals of the meaning
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of Apparatus Sales as a social system and as a hierarchy

of statuses and jobs. An individual who had retired in

the late 1920's would have felt very much at home in

Apparatus Sales had he returned a generation later, in

the early 1950's; he would observe different technologies

and an expanded technological knowledge, to be sure—~but

the structure, the management ideology, the methods, the

life itself was very much the same in Apparatus Sales even

a generation later.

Nor was Apparatus Sales management unaware of all

this. In fact, Apparatus Sales management in general worked

at keeping a sameness. Decentralization in the 1950's

brought drastic changes in the Product Department operations

of the company. However, for reasons to be eXplored in the

next chapter, the function of Apparatus Sales was an island

in a sea of organization change. Apparatus Sales people

saw change. But, they knowingly built a wall around them—

selves. To be sure there were some changes in the middle

1950's; several of the larger regions were divided and the

Apparatus Sales division headquarters realigned itself as

discussed in Chapter IX. But such changes, although many

Apparatus Sales management people felt that they improved

the efficiency and productivity of the organization, did

not significantly change the attitudes, perceptions, and

ideologies of Apparatus Sales people. Such organization
 

change did not really change the social structure.
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But, as we Shall describe in depth in the next

chapter, the top executive management of Apparatus Sales

did see the "handwriting on the wall," and foresaw some

forced changes. This was not as discernable at the re-

gional management level and at the level of the rank and

file. Here individuals, in general, although realizing

that decentralization had far reaching effects in the

organization structure of the company, did not foresee

the impact of change on Apparatus Sales.

In summary: Apparatus Sales for half a century had

existed as a strong social system always with its roots in

the traditional past. It was a highly competent and proud

organization with high prestige within and without the

company. It was parochial, self-contained, organizationally

independent. It was a viable organization continually im—

proving its efficiency and productivity through the develo—

ment of its technical and technological sub-systems--but it

experienced very little change in its social syb-systems.

But, vis—a-vis the new ebullient product department

system which had no traditional past and which experienced

a high degree of emerging, rational structure and new or-

ganization, new managerial ideology, new techniques of

business operations, Apparatus Sales found its external

environment (within the company) rapidly and radically

changing. Here were two independent but interdependent and

interacting social systems—-one, traditionally oriented with
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a rich history, proud of the past and in a sense living in

the past but sensing the future moving in on it—-and

another, born of dynamic change and accorded a high level

of status and authority by the chief executive. The stage

was set for ideological conflict.
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CHAPTER XII

THE PRODUCT DEPARTMENT-APPARATUS

SALES DIVISION DILEMMA

We have just asserted that the decentralizing of

the company into relatively autonomous product businesses

but leaving Apparatus Sales Division as an independent

agency set the stage for conflict. Why was this done?

At a casual glance, it would appear that leaving Apparatus

Sales quasi—autonomous violated the concept of decentrali-

zation--in that the field selling function of a business

certainly belonged under the jurisdiction of that business

if decentralization of authority were truly accomplished.

The answer lay in the markets themselves, and here the ar—

chitects of decentralization faced a dilemma with regard

to the apparatus type business.

In the apparatus type business some thirty to thirty—

five product departments had been organized, each with

relatively narrow lines of apparatus products. In the

aggregate, these departments accounted for about half the

company's total sales. Under the concept of decentraliza-

tion, each of these departments should have been given

complete operating authority including the sales function--

and this was so done with the many other product departments

234
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of the company-—the Lamp Departments, the Appliance

Departments, etc.

But in the apparatus business the markets coincided

or broadly overlapped. Large industrial customers for

electrical machinery, such as steel companies, automotive

companies, electric power companies, etc. purchased

electrical apparatus to a large extent in one of two ways

when making capital expansions. First, in many cases,

electrical machinery products were purchased in engineered

systems. That is, all the electrical equipment including

incoming power, distribution of power, and the various

power utilization devices were integrated and engineered

into a complex operating system. Second, even when there

was something less than an engineered system (such as the

automated steel-mill), industrial customers often pur-

chased capital equipment in "combination." That is, they

often asked for one bid on a lengthy list of electrical

equipment items.

Thus, from a marketing vieWpoint, it was highly

advantageous to have some means of "putting together" a

wide variety of electrical apparatus products. For the

technological systems, this was absolutely mandatory; for

the "combination" propositions it was highly desirable,

both from the customers and the electrical suppliers'

viewpoint. G. E.'s strength in the past, vis—aevis smaller,

single line competitors in this regard had been outstanding.
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Parenthetically all through the 1950's the smaller, "Single-

line" competitors were reacting to this great strength of

G. E. and Westinghouse by combining in the market place in

many regards. That is, a motor manufacturer would "team

up" with a control manufacturer to submit a joint engineering

proposition to a customer. Also, there were signs of some

merger moves between some of the smaller, single line com-

panies. This, of course, was regarded as a means of com-

bating the competitive advantages of the two larger, multi—

product companies. At this point, to have a fragmented

Apparatus Sales would have meant the loss of the company's

great technological strength in designing and applying

engineered systems to industrial processes. This would

have been a loss to the company, but it would have been a

serious loss to industry in general.

Now, of course, the system technology requirements

were not so important in some of the markets served by the

Apparatus-type product departments. For example, many of

the capital purchases made by electric power companies——

a sizable apparatus business—~were made in "combination"

form and not in engineered systems. That is, when designing

and erecting a new power plant, an electric utility normally

retained a consulting engineering firm to do the engineering

for the power plant, and purchased the components such as

the turbine—generator, the large generator transformer, the
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station switch gear, etc. piece by piece.1 Yet, all

these component products in a power plant had to be so de-

signed to "fit" and work together, from an engineering

sense. Likewise, the electric power company did not pur—

chase products for their power distribution systems as

"engineered systems," except in Special cases. But

electric power companies had long indicated that they

wanted to deal with one supplier sales engineer and one

point of contact with a supplying company. For the

customer to have been faced day after day with many differ-

ent G. E. Sales engineers——one from the Turbine Department,

one from Power Transformer, one from Distribution Trans-

former, one from Switch Gear, one from Meter, one from

Large Motor, etc., etc., was unthinkable to the customer-—

or so it was believed by G. E. management.

Likewise some other important industries did not

purchase apparatus type products on a systems basis.

For example, in the machine tool industry, customers pur—

chased motor and controlling devices—~sometimes in a sort

of a systems sense, but in many cases the purchase was

made product by product. But here again, the peculiarities

of the industrial market exerted a force in favor of a

Single apparatus selling organization. That is, one sales

 

lParenthetically, in the late 1950's even this sector

of the market showed trends to becoming engineered systems,

particularly with the advent with atomic power.
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engineer may have been assigned to a machine tool customer;

this customer's own market was with Such large manufacturing

industries as the automotive companies, steel mills, etc.

Other G. E. sales engineers were assigned to companies in

those industries——and the liaison between the two G. E.

sales engineers was highly advantageous both to the company

and to the machine tool customer.2

Therefore, market determinants overrode the internal

company desire to decentralize completely to product depart—

ments. Apparatus Sales Division was therefore retained as

a "selling agent" organized at the division level. Complete

reSponsibility for the market--for all aspects of customer
 

contact and development--was given to Apparatus Sales.

Thus, G. E. sales engineers assigned to major industrial

customers were reSponsible for the sale 0f.§ll apparatus

type products to these assigned customers--coming from many

different product departments. Complete responsibility and

authority for all sales planning, sales development, sales

strategies, and selling procedures was left in the hands

of Apparatus Sales management. In short, the entire field

sales function was assigned to Apparatus Sales. In turn,

of course, Apparatus Sales, had the responsibility of

 

2Again parenthetically, by the late 1950's, advancing

technology, to which G. E. contributed significantly, led

machine-tool manufacturers to engineer complex machine tools

as "systems."
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adequately representing all apparatus product departments

and developing market demand, and creating new sales for

each of the departments.

But this posed difficult problems for both Product

Department management and Apparatus Sales management.

Product Departments.-—Under the concept of decen-
 

tralization, the Product Department general manager had

delegated to him great authority and accountability. Of
 

course, certain authority was reserved by higher executive

management; company-wide union negotiations, certain long

term contracts involving such materials as steel and copper,

certain policies regarding gifts to charitable institutions,

etc. were reserved. Also, each Product Department was given

in its charter a "product scope," or range of product

types for which it had authority, and could not range out

of this scope without approval. That is, the Locomotive

Department could nor decide to go into the automobile

business without higher approval. But for the most part,

the authority for decision making delegated to the Product

Department general manager was vast. He had authority to

a very high dollar level in making capital expenditures;

complete authority for design of product was his, the entire

manufacturing process was completely his responsibility;

personnel selection, training, and development was his

reSponsibility; short and long range forecasting and
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budgeting was his reSponsibility; advertising, pricing,

terms of sale, service, warranties, etc. were all his

reSponsibilities. In short, essentially all the authority

to run a complete business——and commensurate accountability--

was assigned to the Product Department general manager

(and of course, he in turn delegated to members of his

management team, the managers of manufacturing, engineering,

and marketing, over whom he had of course complete control).

However, one vital function-—field saleS--did not come

under his Span of authority.

The Product Department general manager and his mar-

keting manager had no authority over selling strategies

and tactics—~sales planning—-customer contact--selling

methods-~selection and training of salesmen—-assignment

of salesmen to Specific customers. The line of communica—

tion to and from customers in the market places existed

only through Apparatus Sales, an organization outside the

control of Product Department management.

Yet, the Product Department general manager (and in

turn his functional managers on his management team) were

accountable for the achievement of a specific assigned

objective in nine important measureable areas (see page 81,

Chapter VI--”The Nine Key Result Areas). His department's

and his own personal performance was measured quantitatively

against these criteria, and his department's and his own

personal success was dependent on the degree of achievement
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in each of the area. But such vital areas of measurement

such as the profitability, optimum sales volume, and

market position were obviously highly dependent on sales

performance-~and in the vital area of sales, the Product

Department general manager lacked control. He held

accountability for results in these area, but management

control over them or over the vital selling function,

lay in someone elses hands—~the Apparatus Sales management.

To make matters even more difficult, his department

was in competition with other departments for Apparatus

Sales Managements' and sales engineers' time and efforts.

Hence, he and his marketing manager were in the difficult

position of trying to "sell" Apparatus Sales personnel to

devote more selling effort to his own product versus

another department's products. This posed particular diffi—

culty for some of the smaller Apparatus type produce depart-

ments. For example, a former general manager of a rela—

tively small product department, presently a vice president

and division manager in the company, made the following

statement in this regard:

As General Manager of the ------ Department, I felt

that our department did not get a good enough shake

from Apparatus Sales, particularly from headquarter's

management and from the regional sales managers. I

think that for years these sales management people

have been wedded to the larger apparatus business

(here he referred to product departments selling very

large high dollar value apparatus) and did not pay

adequate attention to my business. After decentrali-

zation the individual product businesses operating

as separate businesses flushed out a lot of interesting
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facts; for example, it wasn't until then that the

company learned what an extremely profitable busi-

ness my -------- department's business waS--but

Apparatus Sales management in my opinion did not

adequately recognize this.

Another severe difficulty placed in the path of the

Product Department general manager was the lack of real

control over selling expense. Thus, his profitability

was affected not only by sales, but also by the expense

incurred to achieve these sales. The field selling expense

incurred by Apparatus Sales Division was allocated by

Apparatus Sales to various product departments on the basis

of actually time spent on behalf of each department. This

was a complicated accounting process which Apparatus Sales

struggled in an attempt to do it equitably, but the point

is that the Product Department general manager had no con—

trol over this expense or its allocation. A significant

complexity in this process stemmed from the fact that in

such a capital goods business as electrical apparatus,

considerable time and effort, and hence selling expense,

necessarily accumulated well in advance of actual orders.

For example, in some cases, great selling effort and expense

would be incurred for many months before they culminated in

an order. Hence, the Product Department general manager

held close control over his own manufacturing and engineering

and product department marketing expenses--but not over

field selling expenses for his products. To be sure, there

were periods of negotiations between the Product Department



243

general management and Apparatus Sales general management,

but any concessions granted under such negotiations to

one product department meant that other product departments

had to assume such increment of expense. Sooner or later,

these product departments would object.

Summing briefly, after decentralization, the Product

Department general manager was an executive with great

power and authority and accountability. He was the chief

executive of a business. Essentially all the elements of

business decision making were his along with appropriate

controls. Yet, he lacked control over one of the more vital

functions of his business—-the field selling operation.

Apparatus Sales Division Management.--Likewise, after
 

decentralization Apparatus Sales management faced a number

of difficulties. The charter of Apparatus Sales was clear--

secure maximum sales at optimum expense; improve market

position (per cent of available business) of each product

line and in each market; develop new applications, new

markets and new demands; maintain and improve customer rela-

tions; etc. And Apparatus Sales was held accountable for

these objectives.

But accountable to whom? The Apparatus Sales Division

manager was assigned to a group vice president, but Apparatus

Sales served many product departments in the divisions of

other groups. Certainly, Apparatus Sales had a moral if

not statistical accountability to these departments as well.
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Thus, there was accountability to groups of management

outside Apparatus Sales own organizational hierarchy.
 

Then there was the difficulty of measurement.

Product operations had developed a high degree of quanti-

tative measurement in many areas. But, in the market

place quantitative measurement was difficult.. To be

sure, management always had orders and eXpense statistics;

however, the per cent of available business (or "market

position") was extremely elusive and subjective of debate.

And sales performance is dependent not only on "internal"

variables; competitive actions, changes in customer pro-

cesses, procedures, or people also affected performance.

How could this be measured quantitatively?

Further, the decisions made by Apparatus Sales

management in regard to "investments" in selling expense

were subject to debate. The value judgments on present

expense for future business obviously varied——and Apparatus

Sales management was in the difficult position of making

decisions on eXpenseS involving product departments outside

Apparatus Sales' own hierarchy.

But, the major difficulties lay in the day—by—day

operating activities. Apparatus Sales historically had

always been completely customer oriented. For years about

90% of sales quite consistently came from only 10% to 15%

of customers--the large industrial customers. There had

been a long build up of rapport, cordial relations, and





2A5

mutual reSpect between Apparatus Sales and its large indus-

trial customers. This had always been a prime objective

for Apparatus Sales. After decentralization, the individual

product departments quite legitimately developed their own

individual policies——quite often incompatible with one an—

other. For example, price policies: At one time in the

mid 1950's when inflationary forces were still causing price

levels in general to drift upward, Apparatus Sales faced the

the difficulty of presenting to its industrial customers a
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wide variety of differing price policies for the many differ—

ent product lines which Apparatus Sales sold; some product

departments had a policy of "price in effect at time of

shipment" (that is, if a price increase occurred after the

order was placed but prior to the time of shipment, the cus-

tomer would pay the new higher price)-—other product depart—

ments had a ”firm price" policy is, when the order was

shipped, the customer would pay the price in effect at time

of the order-~other product departments had varying degrees

of "price protection" (that is, for goods shipped within 30

days of a price increase, the customer would be protected

and pay the price in effect at the time of the order, but

after 30 days would pay the new higher price); others had a

policy of "price in effect with 60 day protection" still

others with 90 day protection, etc. Let us say therefore

that the customer purchased or was considering a purchase

of $150,000 of products coming from five product departments.
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There could very likely be five differing price policies.

This was not only confusing and aggravating to the customer,

but some policies were not competitive in the market place.

That is, one product department may have had a "price in

effect at shipment" policy whereas competitors for that

same product line were granting the customer price protec-

tion. Often, this particular product department refused

to change its policy, and be competitive. Business was

lost because of this and in many cases the loss of the busi-

ness was "blamed" on Apparatus Sales.

Then there is the question of price itself. At any

one time, one product department may have been somewhat

"hungrier" than another, and therefore amenable to price

negotiating, if Apparatus Sales learned that a large com-

bination proposition was not competitive. 0n the other

hand, other product departments may have been adamant,

holding on to their presently quoted price. Here again,

business was often lost on the large combination or systems

projects because of this, and invariably the "hungrier"

product department criticized Apparatus Sales for loss of

the business. We should add that to alleviate these diffi-

culties Apparatus Sales set up a headquarters staff group

to work with product departments in this regard and did

achieve some degree of success in ironing out the incom—

patibility both in price policy and in pricing. But all

this tended to change customer's perception of the company--
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or at least Apparatus Sales people felt that it did. One

sales executive commented as follows:

After all when the customer things of G. E., he

thinks of us, the sales department. He couldn't

care less about our decentralization. With all

these product departments, now each running its

own course with differing policy and differing

attitudes about business, the customers now feel

that the company is more of a big monster than

before decentralization. I thought that decen—

tralization would help us "turn on a dime" and

give us the advantages of these smaller companies

in some regards--but actually from the customer's

vieWpoint we are more unwieldy than ever."

There was still another aspect with regard to price

in the eyes of Apparatus Sales management and sales per-

sonnel. In past decades G. E. had always held a high

margin of quality of product over most of its competitors,

with the exception of Westinghouse. As a result, General

Electric prices in the industrial business were generally

higher than many of its smaller competitors. And, cus—

tomers often willingly paid for the extra quality engineered

into the G. E. products. By the mid-1950's, the company

began losing business because this quality gap had been

narrowed and because customer purchasing and engineering

professions had become more highly capable. Prior to

decentralization, the sales function had more power to

rectify engineering and manufacturing policies to adjust

to changing market conditions. Now, Apparatus Sales felt

that it had lost that power and that product departments

held it--and were critical of Apparatus Sales inability
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to continue selling at a premium. (To the credit of

the product departments, it must be stated that by the

late 1950's they fully recognized this and had become

highly competitive).

Summing up, Apparatus Sales management, at head-

quarters and in the field, also faced some dilemmas as

a result of decentralization. This relatively autonomous

selling division had a clear charter, Specified objectives,

and was measured (albeit less quantitatively than in other

areas of the company) on its performance, and was held

accountable for achievement of specified objectives. Yet,

in a number of important regards, Apparatus Sales management

felt that it did not have control over certain elements of

selling vital to the success of the selling operation.

Or if not control, certainly no adequate recourse.

Hence, as we concluded in the previous chapter the

stage was set for conflict.

 



CHAPTER XIII

PROCESS OF CHANGING POWER RELATIONS

The Product Department social system evolved initially

through a set of executive decisions. Its highly specific

structuring was at the outset rational and objective.

Created through a series or pattern of executive decision

making in order to adjust or adapt the entire company to

changing external environments, the process of "change"

itself was structured into this new social system. Adap—

tability, adjustability, flexibility--these were specifi—

cally held up by top executives as desirable, even manda-

tory business attributes. Within this new social system,

"change" became accepted as an ever present fact of busi-

ness life. For one thing, change within the Product

Department system became physically apparent. For another

thing, the buildup of the new image of the decentralized

structure of the company as disseminated by executives and

by executive staff officers hammered away at the need for

change, explicitly and implicitly, directly and subtly.

Yet the Apparatus Sales Division, throughout the

decentralization period of 1950 to about 1958 remained

essentially as it had been for decades. As we noted

249
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previously, there were some minor organization changes—-but

structurally, conceptually, and ideologically, there was

little change in this social system. Apparatus Sales

management felt, of course, that they and their predecessors

ahmys mflibeen adapted to the market place.

Wesnmll discuss the ensuing and inevitable conflict

betweaitkmse two important social systems from two views.

Burst, we shall describe a series of actions taken by

Product Department management, supporting this description

with statements made by both Product Department management

personnel and by Apparatus Sales personnel. Second, we

shall describe the counteractions: employed by Apparatus

Sales management personnel, also supporting these actions

We stresswith statements from Apparatus Sales personnel.

that these actions took place over a period of time--mostly

Also we stressfrom the period of about 1955 to 1958.

al-that these did not occur in chronological order and,

though engaged in by all Product Department managements,

Anotherwere nunne actively pursued by some than by others.

imporfimnit point to keep in mind throughout this discussion

is that;ealthough the Product Department general managers

by tflqe nflxfl 1950's had become the essential core of the

entjlne ccnmpany's executive operating management and al-

though there was a high degree of commonness in all the

Product Department general managers positions and a high

consistency of equated status-—and although we are asserting

 



251

that a distinct social system had evolved from this--none-

theless, because of the diversity of operations, many

Product Department general managers had little or no per-

sonal contact with others. Yet, in spite of this, common

managerial behavior patterns with respect to attitudes of

and actions toward Apparatus Sales evolved throughout

all the apparatus type Product Departments. We preface

our description of the actions taken by Product Department

management and the counteractions by Apparatus Sales

management with a statement from a high level executive of

the Apparatus Sales Division who in 1962 (and then recently

retired) commented in retrOSpect as follows:

The Product Departments were insisting on change.

Yet, they would not hold long enough for an ade—

quate test period. The real way to examine the

efficiency of an operation is to develop a theory,

set up a model, apply the theory and test it. But,

the Product Department would not wait for the test.

There were many things during those difficult days

that I tried to do to eliminate criticisms of the

Product Departments, but long before what we did

could be proven right or wrong, the Product Depart-

ments were insisting on still further change. While

Mr. ------- was Apparatus Sales Division general

manager, he took too long to make changes and was

defensive and tried to hold Apparatus Sales exactly

as it was. I recognized that we had to make changes

and attempted to do so. But, I learned that it

wasn't change that the product departments wanted,

it was power and authority over us.

The Product Department management and other executive

management of the company were seeking Change for the

sake of change. Change itself became almost a fetish.

It appeared to me that if an organization were in place

and doing a good job, but had not made some kind of

a change during the past couple of years, eyebrows

were raised, and it was assumed that the organization
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Change itselfmm Mss than completely competent.

samaito become an objective in the late 1950's.

Cmnrast this with comments also made in 1962 by a

 

gmmpemmutive vice-president of the company referring to

Hm Mmmmtus Sales Division of the mid 1950's:

Uhcamralization) gives us greater flexibility.

Itmams that the organization is better able to

. IIr-flmpe its objectives and operations. . .

vmuhiprefer some amount of changes in perception

of1m0ple and even some disfunctional results,

IatMn'than to risk the possibility of stagnation

Nowor Umbility of an organization to adjust.

thhsdoesn't mean that I am in favor of violently

shadng up an organization by imposing on it a new

peranmlity of a new executive, just for the sake

ofenmking it up. In fact, I am proud of the sta-

tulity of my own group. . . .In fact the chief

emecutive told me recently that he things probably

there is some direct relation between the stability

of organization, as far as personnel is concerned to

However, this is all aprofit of that organization.

master of balance. The "old" Apparatus Sales Division

was an organization which had been so rooted in its

own past that it never changed. This organization

never replaced a manager except when incumbents be-

came 65 years old and were required to retire. This

There were managementsimply doesn't make sense.

people in the "old" Apparatus Sales Division who sim—

ply could not understand or accept the changes in the

‘present--cou1d not realize that the whole nature of

our'1m1siness was changing--and could not adjust them-

Yet, this organization tried to keepselves to it.

itsefitf fixed organizationally, and tried to keep its

managerial individuals in their jobs indefinitely.

lierwe is a case where I agree that change for the sake

of change was probably a good thing.

£30nue common patterns of behavior exhibited by Product

 

Department management in their organizational interaction

with Apparatus Sales during this period were:

(Zontrol of sales budgets

(Zontrol of expense budgets (money control)

CDhreats to "Secede"

Iforced reorganization studiest
i
U
A
D
H
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Attacks on Apparatus Sales salary and level

structures.

Personal favoritism

Use of product specialists

Coalition

Veto power (control of selection of apparatus\
O
C
I
D
N
G

\
fi

personnel)

Weefimll discuss each of these below.

Sales budgets.--0fficially, the Apparatus Sales

ormas forecast was developed by the Apparatus Sales Divi-

 

simm In October of each year each Apparatus Sales engi-

neer submitted to his manager a forecast of orders he

expected to achieve in the following year, by customer and

by product line. These were consolidated in each of the

sales districts and further consolidated in each of the

sales regions, with management adjustments being made in

each case. The forecasts were finally aggregated at Appa-

ratus Sales headquarters, and again adjustments made based

(m1 market research studies, etc. On the other hand, each

(If the Product Departments also prepared its own forecast

fcu2‘the coming year. Product Department general managers

were required to hold periodic "business reviews" with

trieil’ division and group executives during which time they

puéogxased the potential and capability of sales for the

ensuing year. After receiving approval for their forecasts,

however, the Product Department management had to reconcile

'theair’ forecasts with those of Apparatus Sales. This in-

volved a negotiating process with Apparatus Sales.
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Now, the product departments were legitimately

aggressive. Further, each Product Department management

undershnKMbly placed a strong "plus" factor on its new

strucmnwaand hence tended to be on the Optimistic side

:nifbrecasting. 0n the other hand, Apparatus Sales fore—

casting was traditionally conservative.

In the negotiating process with Apparatus Sales,

the Product Departments generally forced Apparatus Sales

to accept a higher budget than had been submitted. When

this budget was broken down and reallocated to sales

regions, the regional management frequently found that they

were having imposed on them sales objectives materially

higher than they sincerely felt were possible of attain-

First, it was disturbingment. This had two effects.

to Apparatus Sales regional management strictly from a

business sense; lacking quantitative measurement on many

aSpects of the business, the per cent of budget achieved

had become an important criterion, and the imposition of

vnuit was perceived to be an unfairly high budget was re-

garmkai with considerable concern. Second, Apparatus Sales

regixnuil management began to feel that its own executive

headquarters was losing its negotiating power with the

product operations. As one district sales manager commented:

Before decentralization we always had a court of

appeals. That is, if we didn't get what we wanted

we cxm11d appeal to headquarters to go to bat for

us. IBut after decentralization, the Product Depart—

rnentus became absolutely independent. They began
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dictating what was to be done and what was not to

be done and there was often no appeal whatsoever.

The Product Departments began to run things their

own way and became extremely autocratic. This

meant we could no longer do things as we saw fit,

and we no longer had the court of appeals at our

own headquarters—~our people began to let us down

and after some degree of time lag, we found our-

selves here in the field under the dictates of the

Product Departments.

In 1962, speaking in retrOSpect of this period, an

Apparatus Sales headquarters staff manager stated:

In those days (1955-1958) you must admit that the

Apparatus Sales Division very often did not really

know very closely how much total business was

being placed by large customers. This gave the

Product Departments a wedge which they were able

to eXploit. Now, of course, our forecasting and

accounting system is very functional. But it

wasn't then. It is true that back in that period

we had a great deal of difficulty in establishing

sales budgets acceptable to both us and the Product

Departments. There was unquestionably a feeling on

the part of the Product Departments that Apparatus

Sales was conservative and I do admit that the

Product Departments were critical of Apparatus Sales

performance. Of course, you will have to admit that

there was a tendency on the part of Apparatus Sales

to forecast on the low side, and conversely many of

the Product Departments were growing and expanding

and hence were quite demanding on the liberal side.

Today this process is not quite so difficult.

 

But in this period of the middle 1950's, the Product

Departments did exercise great leverage on Apparatus Sales

with respect to sales budgets, and "forced" Apparatus Sales

to accept budgets highly difficult of attainment, in the

eyes of the Apparatus Sales managements sales personnel.

In fact, throughout most of this period, it was common

more often than not for most of the sales regions to be

running under budget on most of the larger dollar volume

product lines.
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This had an extremely adverse side effect. Expense

budgets were approved on the basis of orders budgets; if

the orders budgets by mid—year was falling short of achieve-

ment, expense budgets were normally pared back resulting

in difficult managerial decisions regarding the cut back

of expenses. This, in some cases, drastically affected

salary programs and in some cases forced a cutting back of

what sales management felt were very necessary expenditures

as investment for the future.

But any failure of Apparatus Sales to meet the sales

budgets was frequently cited by Product Department manage—

ment to their own executive management as demonstration of

the inadequacy of the present Apparatus Sales organization.

In a sense, therefore, they transferred the accountability

for below-budget sales performance to Apparatus Sales--

which on the surface was reasonable enough (see preceding

chapter)—-but was not reasonable in fact, since the un—

achieved budgets had been imposed by the Product Departments.

Speaking to this point, an executive of the company who was

during this period of 1955-1958 a marketing manager of a

large product department stated:

The electric utility industry itself did a poor job

of forecasting. They were always anticipating that

the next four or five years would be much greater

growth years than they actually turned out to be. I

think that our own product department management made

the same mistake-~we all thought that the boom would

continue and the demands for our products would be

increasing at a much greater rate than it actually
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did. So you see here were these relatively new

product operations—~very strong ones—-very dy-

namic--increasing plant capacity and feeling that

if they had control over their own field sales

operations, they would have achieved better results

than were being achieved by Apparatus Sales.‘ Thus,

I really think that during the middle 1950's, Appa-

ratus Sales was being criticized somewhat unjustly.

You see, these were all forces in the market and

within the company which caused the product depart-

ments to place possible unrealistic demands on

Apparatus Sales.

Expense budgets.--Just as Apparatus Sales headquarters
 

negotiated sales budgets with Product Departments, it also

negotiated expense budgets. As indicated previously, the

total selling expenses of the entire Apparatus Sales organ-

ization were allocated to Product Departments essentially

on a basis of time and effort Spent on behalf of the various

Product Departments. Periodically, each sales engineer

prepared a budget of time which he had spent during the

past time period on behalf of the various product lines on

which he worked. These were consolidated and assessed

against the appropriate Product Departments. By the mid

1950's, many Product Departments were objecting severely to

these assessments on them. As noted in the previous chapter,

these product departments were being held accountable for

profit, and yet had no control over such selling expense—-

an untenable situation under the concept of decentralization.

Yet because of the previously discussed necessity of a

separate selling organization serving all the apparatus

type product departments, this was a necessary evil. The
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product departments reacted to this by forcing negotiations

for these expenses. Hence without regard to the other nego-

tiation regarding orders budgets, Apparatus Sales headquar-

ters staff management Spent considerable time and effort with

Product Departments in arriving at an acceptable eXpense

budget. The result of this is clear-—the Product Depart-

ments demanded higher orders budgets and lower expense

budgets. In effect, therefore, the Product Departments

succeeded in getting a large measure of control over the

money by which Apparatus Sales Division lived.

Threats to "secede."--Strictly Speaking under the con-
 

cept of decentralization, each Product Department general

manager had the freedom to choose his channels of distribu-

tion and the organization of his marketing effort. Although

the Apparatus Sales Division had been kept intact as a

pooled selling organization, each Product Department general

manager knew that in fact he could, if he wished, withdraw

from this arrangement and establish his own field selling

organization. Ample evidence exists that most of them

would have preferred to do this, in order to secure complete

control over their entire marketing and Selling operations.

Many openly threatened to do so. And, of course, this was

well known throughout the Apparatus Sales management

organization.

Speaking to this point, one produce department mar-

keting manager stated.
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Mr. -—-- (division manager of his Product Depart-

ment's division) appointed me to head up a study

group to study the marketing and field sales of

the products of this entire division. He made it

very clear to me what the outcome of this study

Should be--namely that this division should break

away from Apparatus Sales and establish its own

field sales force. He stated to me that there

would obviously be considerable resistance to this

from the field sales force but he wanted the study

to validate such a move.

A division vice-president of the company who during

the period 1955-1958 was a general manager of a Product

Department stated:

 

Yes, I agree-—a number of Product Department general

managers did openly threaten both to Apparatus Sales

and to their own higher management to divest them-

selves of Apparatus Sales and set up their own sep-

arate selling organization. I did that myself. On

a number of occasions during our managerial reviews

and in some of my discussions with Apparatus Sales

headquarters, I definitely stated that if Apparatus

Sales did not do certain things for us, we would drop

them as a selling function and set up our own sales

organization. As a matter of fact, we actually laid

out some Specific plans and programs to see just how

this could be done.

A marketing manager of an important Product Department

commented:

At that time (1955-1958) I think that Product De-

partment management were pretty determined to take

over the Apparatus Sales Division themselves.

That is, I believe they could no longer live with

a very Strong and powerful outside organization

handling an important part of their business. Most

of the Product Department management in our divi-

sion felt that the Apparatus Sales management were

not really part of their own team. We had a study

to see how the field selling organization could be

reorganized-—to be more effective and get more busi-

ness to be sure--but also to see how the Products

Departments could. have more control over the field

Selling of their own products.
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These moves on the part of the Product Department

management-—some merely open threats, and other backed up

with the actual formal studies-~became first apparent to

Apparatus Sales top executive management, the reactions of

whom will be discussed later in this chapter. But in time

of course they became perceived by all members of the

Apparatus Sales organization causing first resentment and

finally fear and anxiety, which we shall also discuss later

in this chapter. Here we are Simply pointing out'what_the

Product Department management did, in order to attempt to

secure a greater measure of control over the field selling

operations.

Forced Reorganization StudieS.——Several of the Product
 

Departments, and in some cases entire divisions, actually

prepared formal studies for withdrawing from Apparatus Sales

and setting up their own sales organization, as noted above.

But this also had another effect. These threats to "secede"

forced Apparatus Sales itself to begin studies of its own

organization. In the middle 1950's a number of such studies

were made by Apparatus Sales, studying its own organization.

One was done by an outside consulting firm who made a

rather extensive study among customers of Apparatus Sales.

The upshot of this study was "proof” from the market place

itself that the present Apparatus Sales organization was

highly desired by customers.
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A number of Product Department management people unoffi-

cially indicated they felt that this report was "rigged."

But other internal studies of the organization it—

self did result in several organization changes, which have

been described in previous chapters. Each of these changes

was announced by Apparatus Sales executive management as

being in tune with the times, and adjusting and changing

Apparatus Sales organization structure to fit the changing

internal and external company environments. However,

none of these changes deterred the product departments in

their continuing and increasing criticism of Apparatus

Sales—-as indicated in the first quotation in this chapter.

These self-studies, however, did represent the be-

ginning of a series of defensive maneuvers on the part of

Apparatus Sales itself, more of which will be discussed

later in this chapter. We stress however that the forces

behind these self-studies came from the Product Departments

in direct counteraction to Product Department criticism of

Apparatus Sales.

Attacks on apparatus sales salary and level structures.—-

In addition to the frontal attacks on Apparatus Sales by

Product Department management, there were several diver—

sionary attacks. One of the more important of these

involved criticism by the product departments of Apparatus

Sales' salary and level structures.

 



 

 

  



262

As discussed in Chapter IX, the entire Company es—

tablished a common pattern of job descriptions and job

levels in the mid 1950's. Briefly reviewing what was

stated in that chapter: Each job in the company was

objectively analyzed for its value to the company. An

appropriate "level number" was placed on that job. The

hierarchy of levels ranged from a high of 26 (the chief

executive officer) down to the lowest level of #1. Most

product department general managers, for example, were in

the level range of 18 to 22. Their marketing managers

were in the general range of level 16 to 18. However, the

level structure achieved by Apparatus Sales was relatively
 

higher than this. Many regional managers, for example,

were assigned a level and received a compensation as high

as some of the Product Department general managers of the

smaller Product Departments. Similarly, one managerial

step below regional manager—-the district sales managers-—

had levels equal to and in some cases greater than many of

the marketing managers of Product Departments. This was a

bone of contention. Perhaps even more serious was the

fact that whereas all jobs-~that is managerial and profes-

sional--in the Product Departments had Specific level

numbers attached to them beyond which the incumbent could

never rise unless he were promoted to another job--the

levels assigned to Apparatus Sales Sales engineers and

application engineers were flexible. That is, in the level
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schema as applied by Apparatus Sales, a sales engineer

could retain the same job and yet over time be progressively

increased in level up to the level of 14 (which in 1960

commanded a compensation of approximately $18,000 per year)

and, statistics on average Apparatus Sales levels indi—

cated that job for job the professional workers of

Apparatus Sales Division were at a higher level, and had

opportunity to increase these levels, than the Product

Department professional personnel. This was a severe bone

of contention. (This flexibility of the professional em—

ployees level in Apparatus Sales was later eliminated.)

A personnel officer of Apparatus Sales commented as

follows with regard to this level problem:

It is true that in those days (1955el958) the field

sales organization had the idea that any specific

sales engineer's job could be leveled anywhere from

level 7 to level 14. In other words without any

change in the job itself, that is, the customer

assignments etc., any Specific job with a Specific

incumbent could be progressively up—graded level by

level until he reached level 14. This resulted in

a great area of conflict between the Product Depart-

ments and Apparatus Sales. It is true that the

Product Departments did have jobs Specifically tagged

and evaluated and a systemization of salary adminis—

tration. On the other hand, it wasn't until recently

that this same degree of systemization was applied to

the field selling jobs. You must remember that for

the first several years of the 1950's Product Depart—

ments were building rapidly in managerial manpower,

and there was a considerable flow of people from

Apparatus Sales to Product Departments. The Product

Department could offer a sales engineer a job at a

Specific level which may have represented a very small

degree of promotion--and yet found that the sales

engineers had a greater chance of progress even in

their same jobs within the Apparatus Sales Division.
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This was simply another fly in the Product Depart-

ment ointment. Incidentally, I think that the pro-

duct Specialists in the field contributed materi-

ally to this. You remember how the product

Specialists in the field would go back to their

Product Departments for a meeting and have Special

"secret" sessions which really weren't very secret

and pass around information about their reSpective

salaries. And, you recall further that in any group

of product Specialists there was a wide variation

of job levels and compensation within this group.

That is, the older Specialists might have a level of

say 12 with a salary of $15,000 while the younger

product specialists in another region doing the

same job might have a level of 8 With a compensation

of $9,000. Yet because of the fact that these two

individuals were doing approximately the same jobs——

as a matter of fact the younger one might have the

more important job if he happened to be in a large

region-—caused some questioning among the Apparatus

Sales Specialists themselves. There was a great

diSparity within any similar group in Apparatus

Sales. The Product Departments resented this greatly

and the product Specialists added fuel to the fire.

You remember how Mr. ---- (a general manager of a

Product Department) in his visits throughout all the

regions made quite a project of finding out the sal—

aries and levels of all the product Specialists working

on his products, and also the levels of salaries of

key sales engineers. This was a period of great

friction. And, of course, the Product Departments

wanted the general structure of their levels at least

as high or probably higher than what they though were

comparable jobs in the field selling organization.

 

Apparatus Sales Division management stoutly maintained

that key "executive type" sales engineer jobs could not be

Specifically pegged. That is, they maintained that changing

conditions in the market place such as increased competition,

changing customer practices, etc. changed the character of

the Selling job from year to year. Fruther, they maintained

that by virtue of increased creative application engineering

ability, a sales engineer in a Specific job did have a
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potential to enlarge the content of that job. Nevertheless,

the power of the Product Departments prevailed, and by

about 1959 or 1960, the Apparatus Sales Division was re—

quired by executive management to restructure all its

levels and completely change its managerial concept levels.

Each job in each of the regions was specifically "pegged"—-

that is, assigned a value to the company and assigned a

Specific level. This meant that the sales engineer incum—

“
“
m
e

bent had a maximum compensation in that job beyond which

he could not go unless he transferred to still another job.

We hypothesize (although it is too early at this point to

see the results) that this will force desire for mobility

on Apparatus Sales engineers which heretofor had not been

existent. We also hypothesize that this will create major

problems for Apparatus Sales management in that each region

will have "major league" and "minor league" jobs and the

movement of individuals from job to job will be more com-

plex. This also will have repercussions on customer rela—

tions, in that a higher degree of mobility (purely for the

sake of compensation) will periodically disrupt customer

relations.

Personal favoritism.--Perhaps a more subtle and in-
 

sidious set of behaviors of Product Department management

in Securing a greater degree of control over Apparatus

Sales came from Product Department management's calculated
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favoritism (or conversely lack of favoritism) for certain

Apparatus Sales management and sales personnel. It is

our observation that such behavior was actively engaged

in by some Product Departments to a greater extent than by

others. And, it is our observation that it was engaged

in by those Product Departments who were most vociferous

in their overt and formal criticisms of Apparatus Sales.

To understand this, one must realize that much of the

industrial capital-type business involved very large

dollar volume orders. Large steam turbines, for example,

had a selling price of anywhere from Six million dollars

to twelve million dollars. Large power transformers had

selling prices of from fifty thousand dollars to five

hundred thousand dollars. During the time period we are

examining in this chapter, prices were extremely competi-

tive. On such large orders, prices were normally negoti-

ated. That is, a price was quoted to the customer, usually

"normal" price, but very often the Product Department with

its complete control of pricing extended to the sales en-

gineer a certain leeway for him to use to try to secure

the business if it appeared that the price was slightly

high. Further, there were other Special concessions that

Product Departments sometimes made to customers in order

to secure business.

But, these price negotiations and concessions were

not done "across the board." Such would have been
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tantamount to a general over—all lowering of prices which

simply would have lowered the whole price structure in the

entire industry. Hence, certain jobs were selected which

the Product Department, for one reason or another, wanted

very much to have. But, this was often done on the basis

of personal friendship or favoritism to selected Apparatus

Sales management or professional personnel. In other words,

it is our contention that the Product Department used

pricing and Special efforts to help make certain Apparatus

Sales personnel "look good" and refused such assistance to

other Apparatus Sales personnel whom Product Departments

wanted to "look bad." This is a severe indictment. But

there is evidence validating this contention. When asked

about organization conflict between Product Departments

and Apparatus Sales, and very specifically with reference

to the seeking of power by Product Department management,

a marketing manager of a large Product Department spoke as

follows:

Yes, there was a lot of conflict. In fact, it was

probably a lot worse than you might suspect. The

Product Department management at that time, and I

won't name any names, were certainly out to "get"

Apparatus Sales. Further, there were certain in-

dividuals in Apparatus Sales who were on the black

list and they were particularly shot at. Further,

our own departmental sales managers were told that

in no uncertain terms to approach Apparatus Sales

and their relations with Apparatus Sales Division

with a chip on their shoulders. They were Specif-

ically told to be arrogant. I know I heard a lot

of complaints from some of my friends in Apparatus

Sales about the arrogancy of our management--but

you really mustn't blame the sales managers of our
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Product Department—-this was an edict from top

management. It was part of an over-all strategy

to alienate Apparatus Sales, to pin it up against

the wall, and finally to completely dissolve our

division relationships with it.

After hearing this statement, we commented to this

Product Department marketing manager that we recalled a

period of time when Sales managers of his department

were advising us to "get out of Apparatus Sales and

associate with the Product Departments." These Product

Department management people stated that the "handwriting

was on the wall and sooner or later there would be no

Apparatus Sales Division and future Opportunity would

lay only in the Product Departments." The Product Depart-

ment marketing manager replied to this statement as follows:

That was typical. But therefore you must have been

one of the guys on the "good" list. Those that were

on the "bad" list didn't even get the time of day

from our management. In fact, as you probably know,

there was a period along about the time that we were

making our study of the sales organization that sales

managers of our department were instructed to make

personal contact with customers, to wherever possible.

This was particularly done in those cases where we

were "out to get" certain Apparatus Sales people.

Another Product Department marketing manager disscussed

these tactics as follows:

When I was in the region as a product Specialist

before being transferred to the Product Department,

we product specialists were extremely interested in

promoting our own products. I felt that I was in

competition to try to help the field sales engineers

do a better job of selling my product line, whereas

the other product line, whereas the other product

specialists obviously were trying their best to se-

cure additional effort on their lines. It Seemed

quite natural to me that the Product Department

management should be exhorting us to secure additional
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business. But as I look back, particularly having

had experience in the Product Department, I can

See that there was more to it than that. What do

I mean my that? Well, there was a great deal of

criticism above and beyond exhortation. I first

became aware of this when I realized the Product

Department marketing managers were being openly

critical of certain Apparatus Sales individuals by

name, rather than merely by the selling functions

of Apparatus Sales. For one example, I think you

know how openly critical some of the Product Depart-

ment managers were of Mr. --—-. (A certain regional

sales manager in Apparatus Sales) I feel quite sure

that a number of Product Department managers were

ganging up to "get him."

My theory is the Product Department management were

very much under the gun during this period. They

were being pushed by division managers and group

executives to increase volume, profit, and market

position. They were coming out with product inno—

vations, with new marketing strategies, etc. Yet,

the implementation of these innovations and strate—

gies were in the hands of people outside their own

organization-—Apparatus Sales Division. Now, at

the same time, other Product Departments in other

product divisions were doing the same thing. Hence,

these Product Departments were in competition with

each other for the attention in time and effort of

regional management, district management, and sales

engineers. Hence, each Product Department tried

to get various field sales people 'on their teams."

If the Product Department felt that an individual

sales engineer or sales manager was on its team,

and really devoting a major or significant part of

hiS time and effort toward that Product Department,

you never heard any criticism of him. As a matter

of fact, the Product Department seemed to go out of

its way to give him Special assistance which in turn

made him "look good." But, I figured that if this

happened the district sales manager or sales engineer

therefore may have appeared to other Product Depart-

ment people as being not on their teams and hence

they became critical of him. This was a pretty im-

possible situation for the field sales pe0ple. Of

course a few regional managers like Mr. -—-- were

able to so maneuver themselves so that all the

Product Departments felt they were "members of their

teams. '

I
.

.
.
m
’
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If the Product Departments became critical of a

certain field sales manager they also became

critical of the sales engineer reporting to that

sales manager. This happened not only at lower

levels but also at higher levels. For example,

I think that a whole region could come under the

shadow because the Product Departments or some

combination Of them were, let's say, out of sorts

with the regional manager. I think that happened

in the ------ region. You know how unpopular

Mr. ——-— was with the Product Departments in our

division. I feel quite sure that most of the dis-

trict managers under this man in this region and

many of the sales engineers in the region auto-

matically also came under the same Shadow.

This is more than normal managerial desire for im—

proved operations. There were personalities in-

volved. AS I said the Product Department manage-

ment felt that it was under the gun and since it

had no direct authority over Apparatus Sales, the

closest thing it could get to direct authority

was the feeling that Apparatus Sales people were

really on that Specific product team, even at the

expense of other product departments. It was like

choosing up Sides. I think it was a matter of

getting a sort of unofficial authority. The Product

Department peOple who did this did it deliberately

and Openly. I think it was actually political

maneuvering.

 

Product Specialists.——For decades, Apparatus Sales
 

had two important "backup" sets of personnel to assist

sales regions, who were technically trained and highly

Skilled in the systems application of products to Specific

industries and processes. Another was the group of

"product Specialists" also located in each of the sales

regions. These men were highly technically trained for

Specific product lines. They gave special product assis—

tance to sales engineers when applications were compli-

cated but complicated but involved only one product line.
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After decentralization and the formation of Specific

Product Departments, these product Specialists in Apparatus

Sales assumed, in general, an additional role. In a sense,

they were regarded by the reSpective Product Departments,

and for that matter by most of the regional sales manage—

ment, as unofficially "sales managers" for their Specific

lines. They were members of Apparatus Sales; they reported

to Apparatus Sales management; yet, they did have a natural

allegiance to the product lines in which they specialized.

In about the middle 1950's, the product Specialists

who had previously been assigned to various districts mana-

gers in the field Selling organization were placed in a

new regional organization structure known as "product

' under a "regional product sales manager." Hence,sales,’

in a sense, they became regional staff peOple, but with

their own sub-organization within the regional organization.

In a sense, this was done to alleviate some of the criticism

of the Product Departments of Apparatus Sales. However, in

another sense it boomeranged against the Apparatus Sales

management. The Product Departments unofficially began to

regard these product Specialists in the field selling or-

ganization as "their own people." And, they attempted in

a number of ways to influence these Apparatus Sales Division

product Specialists to ally themselves conceptually with the

Product Departments and divore themselves, conceptually,

from Apparatus Sales. A sort of "Trojan Horse."
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This was not difficult to do, because during the

period of decentralization and even into the late 1950's

many of the key marketing managerial positions in the

Product Departments were filled by the Product Specialists

in the field selling organization. There had been a high

rate of mobility of product specialists from Apparatus

Sales to managerial positions in the Product Departments.

Obviously, the produce specialists-—particularly the

younger ones--placed great importance on the maintaining

of cordial relations with the Product Departments they

represented for the sake of future advancement opportunities.

One former Apparatus Sales product specialist, now

a sales manager in a Product Department commented on this

process as follows:

The product specialist in the field had a sort of

ambivalent job. He was working for Apparatus Sales

and yet because he specialized in certain products

he felt a sort of allegiance to the Product Depart—

ment operation. I was definitely aware, when I was

a product Specialist back in about 1956, that the

Product Departments were not happy with the Apparatus

Sales organization. This awareness came about in many

ways. Whenever the Product Department management

peOple came into the field for meetings or for cus—

tomer visits we Specialists Spent a great deal of

time with them and traveled around with them. It

didn't take long for me to realize that they regarded

us, the Specialists, as more or less their own people

rather than Apparatus Sales peOple. And, of course,

it was political for us to consider the same thing.

I don't think I could cite Specific cases or make

exact quotes, but certainly the Product Department

people in their contacts with us led us to believe

Apparatus Sales was behind the times, and that it

was just a matter of time before the Product Depart-

ments either took over the entire selling Operation

themselves, or for there to be a drastic reorganization
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Of Apparatus Sales. On many occasions the Product

Department people spoke diSparagingly of our own

regional sales management and of Apparatus Sales

in general. They indicated that there were quite

a few sales engineers (and here the informant

names several sales engineers in a certain region

by name) who were not performing adequately. Then

too there was a lot of discussion about job levels.

I think that the Product Department people were

antagonistic about the relatively high levels which

many people in Apparatus Sales were able to achieve.

You remember that at that time as a young Specialist

I had the Opportunity of progressing quite high in

job level, whereas some men in the lower managerial

ranks back here at the Product Department definitely

had feelings that even as a product Specialist I

could surpass them in level and compensation. Of

course, this is different now, but it was a sore

Spot with the Product Departments then.

 

AS a product Specialist, we used to attend Specialist

meetings back at the Product Department a couple of

times a year. These meetings, as you know, were at—

tended only by Product Department personnel and the

product Specialists in the field. There is no doubt

that the Product Department used these meetings as a

vehicle to stir up unrest among the product special-

ists. I admit that I myself began to question the

Apparatus Sales Division. Not particularly any Of

the management Specifically, but the system itself.

A regional product sales manager--the regional staff

executive in charge Of the product specialist Operation—-

commented:

I know darned well that the product Specialists,

particularly the younger ones, were playing the

Product Department game. I won't name any names,

but I know definitely that a couple of my product

Specialists were Openly critical of our regional

management Operations in what they thought were

private and confidential discussions with Product

Department management. Of course, this later got

back to me. I really do not blame them for this——

they were simply being opportunistic. If there is

any blame it is on the Product Department management,

because I believe they were using the product Special-

ists to gain a foothold into Apparatus Sales and to
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enhance their criticism of Apparatus Sales. They

could turn to their own division and group manage-

ment and say "You see, even our representatives in

Apparatus Sales are critical of the Apparatus Sales

operations."

 

Coalitions.-fSome of the tactics described above

were initiated and engaged in separately by separate

Product Department management people——particularly the

Product Department marketing managers. Over time, however,

these marketing managers began to "get together" and co—

ordinate their critical activities. Several of the above

quoted comments indicate this. This was particularly done

in the exercising of veto power discussed in the next

paragraph.

Vetoppower.-—Up until the period being described
 

(1955—1958) Apparatus Sales virtually held complete authority

for the selection of managerial and other key positions with-

in its own structure. That is, if a regional manager were

to appoint a new district manager, he would select his can—

didate, and secure approval for his appointment from his

own headquarters (which was almost always granted).

The power and the high status of the Product Department

marketing management system, however, began to erode this

Apparatus Sales authority, beginning about the middle 1950's.

Becoming aware Of increasing criticisms of Apparatus Sales

by the Product Department general management, Apparatus

Sales executive management became acutely sensitive to
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personal relationships between its own management group

and the Product Department general managers and their

marketing managers. Whether Apparatus Sales executive

management was forced to begin submitting recommendations

for managerial appointments within its own hierarchy to

the Product Department management, or whether it was Simply

done as a defensive measure, we do not know. We do have

much evidence however, indicating that beginning about the

middle 1950's Apparatus Sales top management began to ab—

dicate its authority on managerial appointments. Hence,

whenever a new regional manager was named, or for that

matter district managers and even certain key sales engi-

neer positions, a list Of proposed candidates was submitted

to relevant product department management for comment. For

some time, even as late as 1959, Apparatus Sales executive

management stoutly denied that any direct influence on

selection of personnel--that they were merely asked for

their advice. However, one high level Apparatus Sales

executive told us:

The reason that Mr. ----- did not get the position

of manager of ---- was that three important Product

Departments blackballed him.

From the Product Department side, here is a comment

from a Product Department general manager in regard to Pro-

duct Department control of selection of Apparatus Sales

management personnel:
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I think probably our dissatisfaction with Apparatus

Sales started before we had any degree of say-so

about Apparatus Sales personnel. But when Apparatus

Sales finally did contemplate some degree of manage-

ment specialization, we did have the opportunity to

indicate our feelings about candidates for the dis—

trict sales managers positions. We would receive

from Apparatus Sales headquarters a list of men

being considered for sales positions in which we had

interest, and we gave our comments on each.

When asked if this meant that he had the right to veto

these candidates and also a right to make additional sugges-

tions for other candidates, this Product Department general

manager replied.

The answer is yes to both questions, although in

some cases it was done somewhat informally. But

yes, I would say that we had a degree of power of

selection of people in Apparatus Sales.

When the marketing manager of another Product Depart-

ment was posed with the question, "Is there any foundation

in the statement that Product Department management——general

managers and marketing manager—-maneuvered themselves into

a position whereby they were able to exercise veto power

over the selection of Apparatus Sales management personnel,"

this marketing manager replied:

Well, I would say that if Apparatus Sales wanted to

appoint a new regional manager or district manager,

the Product Departments of our division would have

a chance to look over the list of suggested names

for this position as submitted to us by the Apparatus

Sales headquarters. If there was an Apparatus Sales

individual on this list whom the Product Department

general manager or marketing manager did not like or

did not feel was a "member of his team," that guy was

dead.

Reflecting the Apparatus Sales managements viewpoint

of this, a district manager in a region commented:
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There is no question but that the Product Departments

had as a minimum the right of veto of selections of

management personnel in the Apparatus Sales Division.

As I have mentioned before, this led to the necessity

in the minds of sales management people that they had

to Spend a lot of effort in selling themselves and

their groups to the Product Departments. This af-

fected their decision making. The field sales mana—

ger had to keep one eye on the market place and what

he thought he ought to do, but the other eye on the

Product Department managements, with a view to their

reactions and appraisals of him. And, of course,

the manager couldn't afford to be wrong in the latter

case.

A regional Apparatus Sales manager commented as

follows:

The formation of Product Departments under decen-

tralization was without question, in my Opinion, a

very necessary thing for the company to do, as it

continued to grow and expand and compete vigorously

in the field. The big problem came from the failure

of a lot of people to realize that all this decen—

tralization set up a whole new set of ground rules

and Signals on how people in the company were to

deal withone another. What I mean is, it simply

made it more essential than ever to keep close

personal contact with the Product Department people.

You know what happened in the ————— end of the

business--there was no question but that the general

managers of those Product Departments were in the

saddle and calling the Shots. It was simply manda—

tory that Apparatus Sales people had to develop a

close personal relationship with those Product Depart-

ment managers.

Although the Apparatus Sales people were held accoun—

table by their own management, the Product Department

management people who were really outside the Appa—

ratus Sales organization actually did have an effect

on appraisals, ratings, and even the future progress

of Apparatus Sales people. Now let me stress I am

not advocating "politicing." You know what I mean.

Those Product Department people had their own accounta-

bility to top management and it was Obvious they were

going to insist on certain things being done in the

sales end of the business over which they had no con—

trol. Actually, it turned out they pretty much did

have control. It came down toeamatter——either you



278 '

were on their team or you weren't. And, if you

weren't, you were in trouble. The Apparatus Sales

manager who bucked the Product Departments was

destined for trouble; on the other hand the one

who operated in manner satisfactory to the Product

Departments gained their respect and their coopera-

tion. In this way he was able to manage his selling

operation more effectively.

It is common knowledge that the Product Department

management exercised some veto power in the selec-

tion of Apparatus Sales personnel. Particularly

in the last big reorganization of 1960, it was very

Obvious that the selection of individuals for mana-

gerial positions, if not actually dictated by the

Product Departments, certainly had to have Product

Department approval. This points up what I have

been saying—-the necessity for continuing to keep

good relations and close understanding with the

Product Department peOple.

 

When asked to comment about the power of the Product

Departments in dictating selection of Apparatus Sales

management personnel, another regional manager stated:

Well, I do not know. I was not then in a posi—

tion to know about such things. However, I

think it is safe to say that no important sales

management job in the regions would be filled

without at least the Product Department blessing.

This is quite different than it was prior to de-

centralization. Then, a regional manager may

have selected the man he wanted for one of his

sales managerships and may have checked in with

his own top sales headquarters, but he was

pretty free to make the appointment as he saw

fit.

When asked what responsibility he would have in naming

his own successor were he to move on from his present job,

this same regional salesmanager replied:

I wouldn't have anything to do with it. Oh, our

headquarters might ask me my thoughts, but basic-

ally they would come up with a list of candidates

and then probably would ask for additional sugges-

tions from interested Product Departments. The

final list of candidates would then be circulated

to the major Product Departments for their comments.
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In further questioning this regional sales manager

was asked, "Does this mean that if either the Product

Department general manager or his marketing manager dis—

agreed with the selection or proposed selection Of any

of the candidates, that candidate would probably be elimi—

nated from the list?" The regional sales manager replied:

"You've got the picture."

Summing up, the Product Department general managers

after a period of organization and consolidation in the

early period of decentralization found themselves facing

a serious dilemma. Their executive charters were broad;

they received under the concept of decentralization vast

decision making authority. Together with this, they were

held strictly accountable for performance toward prede—

termined objectives. Yet, although they had a high degree

of control over virtually all of their Operations, they

lacked this control in the vital area of field sales,

where the Apparatus Sales Division had been retained as a

selling agent, or a "pooled" organization serving many

Apparatus type Product Departments.

A struggle for power and control ensued, taking

many forms. Product Department general management and its

marketing management secured increasing degree of control

over sales budgeting, sales expense budgeting. They became

Openly critical of Apparatus Sales Operations and threatened

to break away and establish their own selling organizations.
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They began a series of formal studies of selling Operations

with an overt objective of establishing their own sales

channels; they forced reorganization studied to be made

by Apparatus Sales Division within itself. They worked

to secure Product Department allegiance on the part of

their product Specialists. They Openly and admittedly

engaged in favoritism and disfavoritism of selected Appa-

ratus Sales management and key sales personnel. They

banded together to a degree in doing all this. Finally,

and probably most importantly through their power and

status, they achieved a large measure of power and control

over the selection of Apparatus Sales management personnel.

At first these behaviors on the part of Product Depart-

ment management were observed only at top Apparatus Sales

management levels. In time, however, Apparatus Sales

people throughout the hierarchy became increasingly aware

of the pressures being extended by the Product Departments

against the status quo of Apparatus Sales. The initial

reaction of the top executives of Apparatus Sales was one

of resistance. To their credit it must be stated that

they were executives Of a world-famed selling organization

with a rich history of competency——the envy of its com-

petitors and with extremely high prestige and reSpect

throughout industry and the market place. There was a

rich tradition behind the organization and its leaders.

But in attempting to resist the pressures of the Product
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Departments for change--particularly in view of the fact

that Apparatus Sales executives were well aware Of the

power-seeking aspects of these pressures-~the apparent

decision was to resist change of any major character.

Of course, as described before, minor changes in the

organization structure were made, but every effort was

exerted on the part of tOp Apparatus Sales management to

retain Apparatus Sales in a status-quo. This merely

threw fuel on the fire as far as Product Departments were

concerned who proclaimed such resistance to change as

Specific evidence for the need for change. Perhaps
 

Apparatus Sales tOp management at the time underestimated

the power and strength and status of the Product Department

managements or possibly overestimated its own strength-—

we are not sure of this. It is clear, however, from Ob-

servation and from reports from Apparatus Sales management

personnel that this resistance ultimately became quite

defensive in character. Thus, by the time the rank and

file of management in the regional Operations became aware

of the Product Department power maneuvering, the defensive

attitude rapidly infiltrated many of the management sectors

of regional sales. Some of this has already been evidenced

by the foregoing quotations from regional sales people.

Following are some additional comments from Apparatus Sales

personnel with reSpect to the changing character of the

Apparatus Sales organization and changing perceptions of

the Apparatus Sales managerial positions.
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A district sales manager:

A Short time after decentralization, when the

Product Departments were formed, the character of

the sales management job in the field changed radi-

cally. And, it changed because the Product Depart—

ments began to run things in their own way, and

became extremely autocratic. This means that we

were no longer able to do things as we saw fit, no

longer had a court of appeals at our own head-

quarters (these peOple began to let us down) and

after some degree of time lag, we found ourselves

here in the field under the dictates of the Product

Departments. You know how the Product Departments

began to Operate. They were getting more powerful

and more powerful and growing big for their britches.

Fruther, you recall that levels in salaries of many

of us in the field were higher than some jobs in the 9

Product Departments and made them determined to try

to get Apparatus Sales under their own control.

Further, the Product Departments began to gun for

certain people in Apparatus Sales. You know what I

mean—-you know what happened if a regional sales

manager got on the black list. It was just a matter

of time until he was relieved of his assignment and

this sort of thing had never happened before in the

company. I strongly believe that there is a question

of morality here.

By that I mean that as a result Of decentralization,

and the growth of stature and power in the hands of

the Product Department management, much of the manage—

ment of the company began to lose its consideration

for individual people. I believe that individuals

were not considered and that there was a ruthlessness

in the manipulation of people. As a result, I think

that a lot of uS simply didn't know from day to day

whether we would still have a job the next day, and

that we had no defense against this. Further, I

believe our own headquarters was immoral in that they

did not stand up to the bar and insist on fairness

and morality. I think that tOp management and product

management during the period of decentralization be—

came cold—blooded, and though only of business values

and increasingly less of human values. And, I think

that this might have destroyed the company. I admit

that the Situation is much better now than it was a

year or two ago. The Product Departments now seem

to be working through us rather than dictating to us.
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You know how it was a comple of years ago. The

Product Department would call up and make certain

demands. Now they call and ask our suggestions on

how to approach certain problems.

There has always been a great deal of resistance on

the part Of sales engineers and on the part of most

of uS district managers to the closer and closer

specialization which we were forced into. I think

it is safe to say that the average sales engineer

does not like it. However, it is beginning to

appear that this degree of Specialization has gone

too far and we will probably be regrouping and

recentralizing and coming a little bit closer to the

Old method, with sales engineers ultimately handling

a larger product mix.

A vice president of the company commented:

Yes, the Product Departments certainly did try to

force changes in the structure and Operation of the

Apparatus Sales Division. The top Product Depart-

ment management had the ear of executive management,

and I think it became much taken for granted by

executive management that some kind of changes in

Apparatus Sales had to occur. I feel sure that

Apparatus Sales initially resisted this. I believe

that it was a very frustrating time for Apparatus

Sales management. From my knowledge, I am sure that

Apparatus Sales management both at headquarters and

in the field were well aware of the fact the Product

Department managements were working toward some

change in the Apparatus Sales structure and that

they did everything they could to prevent it——to no

avail.

A regional sales manager stated:

The company today is a pure bureaucracy. To succeed

you have to be a bureaucrat. There is a Specific

organization-~there are ruleS--there are checks

against you. Jobs are well Spelled out, but the in-

terpretation of the Spelling out can vary from

manager to manager and the signals can change in

Spite of the spelling out. I don't mean by this

that there is still significant flexibility in many

managerial jobs. I think that the manager's job

in the company today is highly mechanized and

routine and that he is much more of an administrator

than he is a manager. Even though my position
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carries considerable responsibility and authority,

I certainly feel that it is mechanized and pro-

grammed. And, it may not have as much authority

as you might suspect. I think I am much more be-

holding to my immediate superiors than my counter-

parts were a generation ago.

When asked if he felt that, when making major decisions

in the field Operations, he must factor into these decisions

the resulting reaction of peOple in the Product operations,

this same regional manager replied:

Yes, that is the way of life now. It is much dif-

ferent than it was say in the 1930's. The re-

gional managers in those days might or might not

check some of his decisions with people in Schenec—

tady, but even if he did he would still go ahead

and do what he wanted to do. Today it is different--

the regional manager must be careful to check out

with a number of management groups or he is likely

to find himself in disfavor. It is much more neces-

sary for a manager today to consider his security

than it was in the past. Further, although the

regional manager makes much more money than his

counterpart of a generation ago, his prestige actu-

ally is smaller than it was in the past. That is,

prestige within the company. After all, back in

the 1930's with the sales end of Apparatus Sales

really running the entire Show, only a handful of

people--that is the twelve or thirteen total re—

gional managers plus the Top managers in Schenec—

tady, were the key managers in the whole organiza-

tion. How many are there? A hundred perhaps. And,

the Apparatus Sales as it exists today doesn't even

call the Shots anymore. Rather the Shots are called

by the Product Department peOple. No, I think that

prestige of this kind of position is considerably

lower than it used to be. In continuing to discuss

the events of the late 1950's culminating in the

reorganization and fragmentation of Apparatus Sales,

this same regional sales manager continued as follows:

The Product Department managers, in the middle 1950's,

not only demanded but forced the changes which occurred

in the late 1950's within Apparatus Sales. Sure, this

was done partly for the sake of a better approach to

the market place, but there were other factors involved.
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AS I mentioned before, I believe that the Product

Department offered opportunities for material ad—

vancement. I believe that this is a reflection

of the organizational upheavals we have been through

in the last five or Six years.

When asked about his feelings about changes in Appa-

ratus Sales management jobs as a result of all the conflict

described in preceding sections, a district sales manager

in a large region commented:

I think that the major change has been in the over-

stressing by executive management of the concept of

professional management. I think there was a feeling

in the minds of executive management and Product

Department management that the former Apparatus Sales

Division management were flying by the seat of their

pants. I think that we were much better than they

gave us credit for. But, from about 1950 on, I

think that there was a tendency to over-stress the

professional aspects of management and understress

the human elements of management. Higher management

became more rational, more cold-blooded, and more

Objective. I can understand this; this was probably

necessary because of the change from the old func—

tional type of operation to the product Operating

department operation and therefore because of the

business management approach necessary for the

running of the Product Department. I have been in

this kind of position for ten years or so, and I

have a lot more pressures today, much more adminis-

trative content to my job, much less customer con—

tact, and much more internal selling. By internal

selling, I mean that in my job I have to be sure

that my entire component and I are satisfying the

Product Departments we serve. In my job this has

become even more important than selling to the

customer. That is, I Spend a diSproportionate

Share of my time in contact with Product Department

management, selling them on our ideas and protecting

my people.

By protecting my people I mean that because the

Product Departments had many demands on our per-

formance and because of the lesser considerations

of human values, if in the eyes of the Product De—

partment management some jobs are not adequately
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being performed--even though actually they might be

being performed very well--the people in those jobs

are subject to criticism and their managers are

pressured to make changes. Hence, to protect my own

peOple and to remove them from this area of pressure,

I feel it mandatory that I act as a buffer, possibly

take the criticisms of the Product Department person-

ally, and try to sell the Product Departments on our

operations. I believe in human values, and am not

cold-blooded. This may have been a source of diffi-

culty for me in the organization.

When asked how he thought the Product Department

achieved the position of being able to gain control over

Apparatus Sales, this same district manager replied:

Everything that the executive staff did during the

reorganization period in the early 1950's was

pointed toward the building up of the power of the

Product Departments. They Simply inherited this

position Of authority in the company. But after in—

heriting it, they began to make their appraisals of

the Selling organization cold—bloodedly and they

overemphasized measurements of performance. I have

always insisted that one can not adequately measure

the performance of a creative selling organization

in a technical business. There is absolutely no

way to adequately qualify our performance and our

activities today, and the value Of these activities

for future business.

This same district manager was then questioned about

his perceptions of the Product Department management's

efforts to gain some measure of control over Apparatus Sales.

He commented:

During the period you Speak of I heard a number of

Product Department general managers Openly state

that they were considering withdrawing their support

of Apparatus Sales, pulling out of it, and setting

up their own direct controlled field selling organi—

zation. As a matter of fact, several of them did

precisely that. This put us in Apparatus Sales in

a defensive Situation. But, it was a situation

 



 

 

(
«
I
'
l
l

l
i
l
i
l
l
l
l
l
.

A

  



287

which we simply couldn't win. I think the Product De—

partment management gained the strength to do this

through the concept of the professional manager.

It was a fact that Product Department managers back

in the middle 50's had little black books and assessed

some apparatus field sales management as being on

their team, and others who were not. I think there

is no question but that the Product Departments se-

cured a power of selection of management personnel in

Apparatus Sales.

This period of conflict from about 1955 until the late

1950's culminating in 1960 in the drastic reorganization and

fragmentation of Apparatus Sales shook the traditions and

symbol systems of this great organization severely. In our

conclusions, we Shall propose that predictions could have

been made Of patterns or clusters of managerial behavior-—

both those of the agressive Product Department management,

and those Of the defensive Apparatus Sales management.

Suffice it to say here that the dynamic changes in

the product operations sector of the company, on collision

course with the tradition-based Apparatus Sales sector,

resulted in social system changes within Apparatus Sales

itself. This great social system even before it was organi-

zationally restructed found its symbols, its traditions,

its perceptions and concepts of roles crumbling. For those

older men in the Apparatus Sales organization-—those who

had been the company for twenty years or more and this in—

Cluded most of the management group—-there resulted a

period of fear and anxiety and of defensive behavior. It
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was our personal Observation in social contact with many

of these men--not restricted to one sales region—-that

there was a rather hopeless feeling that the proud organi-

zation which had almost been mother to them was inevitably

doomed to disintegration. The non-rational, emotional

belief systems which had been inculcated to these men's

A
?

frames of reference was no longer of any meaning for them.
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Howtfiuxuamen adjusted and how the old social system

 
which was Apparatus Sales has evolved into something new J

will be discussed in Chapter XVII.

A high level executive of the Apparatus Sales Division,

now retired, Significantly commented as follows on the

period of conflict between the Product Departments and Appa-

ratus Sales during the period of approximately 1950 to 1960:

Decentralization started in 1950, and set up autono—

mous Product Departments and this build up led to

conflict. Product Department management were put in

a position where they had to seek power and authority.

The feeling on the part of Apparatus Sales people to—

day that the situation has been somewhat resolved is

Simply an illusion. This present Situation, in which

the conflict seems resolved, is simply a lull. There

will always be conflict as long as the field selling

Operation is separate from the Product Department

Operation.

The Product Departments insisted on change. However,

they would not hold long enough to permit us to do

anything, but continued on insisting on still further

change. I recognized that the very structure of the

company after decentralization results in growing

pressures on executives and on the Product Department

management people. It put them in a position where

they had to view their positions in a political sense,

in a power Sense, but with technology and the industry

growing rapidly, the great strength Of the company in

its ability to approach technological problems in the
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market place on a systems basis. Our engineering

of complete power plants, complete automated steel

mills, etc. gave us tremendous advantage in the mar-

ket place. In Spite of this, because of decentrali-

zation along product lines, most Product Department

general managers and product division vice presidents

thought of the product approach only. This was Short—

Sighted. Further, these men well knew the strength

of our systems ability but were forced by the organi—

zation structure to think in terms only of their Spe-

cific products. They reacted accordingly, and tech-

nology might have suffered.

I admit that in Apparatus Sales our planning was

poor. We were required, of course to develop long

range planning--to look ahead four year, five years,

ten years. But this was given lip Service by most

the Product Department executives, and for that

matter by us in Apparatus Sales. After all what

really counted was today's results-~our current

profit situation, our current cost programs, etc.

This was really shortsighted——but again the organi—

zation structure and the demands placed upon execu-

tives in the structure reinforced this shortsighted-

ness.

In the seeking of power, certain Product Department

managers and Product division executives became

on certain Apparatus Sales management people.

When this happened, we could not promote our own

people; there were frozen. For example, I found as

a top executive of Apparatus Sales that it was impos—

sible to promote a district manager to a regional

manager if for any reason that district manager was

not on the "approved" list of Product Department

managers. The company needs to consider human values

more Seriously. There was a time, of course, when

the human individual was the prime consideration in

the company. This is no longer the case in my opinion.

Of course, it is hard to do this, to really consider

the So—called human value because of the organizational

set up and because of the very Objective way in which

performance and jobs is being considered in the company

today. As a result, I think that there have been a

lot of management peOple in the company and particu-

larly at top levels who have Simply not stood up for

human principles as they should have. I feel certain

that in a great many cases during this period of de-

centralization and during the time in which the Appa-

ratus Sales Division was being Shot at by the Product
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Department management that there were many mana—

gers who really inwardly had a sense of human

values and principles but who did not step up

and insist that they be followed. In my own case,

I feel that all my life I have had for myself

certain principles and I have never budged from

them. Actually this may have caused me some diffi-

culty in the company because I would not compro-

mist my principles. There was a lot of political

maneuvering going on at the executive level in the

last few years and I would have no part of this.

Again I say that the organization structure and

the so-called professional or scientific management

ideas encouraged--even made it mandatory-—that human

values and principles of good human relations be

compromised.

Of course the company had to decentralize. Certainly

after World War II, the tremendous increase in the

economy in general and particularly in our kind of

business which lay ahead, and with the tremendous

growth of technical knowledge, the Old set up of the

company was Simply too cumbersome. Decentralization

basically was an important and necessary step for

the company. But, they went too far. The ideas of

Setting up completely autonomous independent businesses

became SO much a dogma that some people seemed to go

hog-wild on it. The degree of decentralization in my

opinion was almost ridiculous. There was a consider—

able duplication of general management of the marketing

functions, of purchasing, and so forth. I hesitate

to say how much it has cost with a questionable amount

of increased net business. I have taken strong stands

against proposals which obviously carried decentrali-

zation too far. It seemed to me that originally when

decentralization began there was a great deal of ques-

tioning about it in the minds of many of the manage-

ment; but after decentralization became a way of life

in the company, the flood gates were Open and product

people had the tendency to go completely overboard.

Another important point about decentralization. A

lot of management people, at least at the outset, did

not buy the idea of decentralization but they went

along with it. Here again, they didn't stand up for

principles. Hence, we all got caught in a mesh.

Still another difficulty which really stemmed from

the idea of decentralization and the so-called

principles of professional management was the great

stress placed on Setting objectives, and then upon

measurement Of performance in regard to the degree
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of achievement of these Objectives. Now this is

desirable. But the trouble with executive philoso-

phy in the company during the 1950's was that the

objectives were Set, to be sure, and measurements

were refined to measure performance. As I men-

tioned earlier, a lot of these measurements were

Set up in such a way that they measured what the

management wanted them to measure. But, the

difficulty was that there was not an adequate means

built into the objective and measurement system to

allow for adjustment if the performance were off.

More importantly there was not adequate realization

that Sometimes the objectives themselves had to be

changed. No adjustment was permitted in my opinion.

A target was set and by—golly, that was it. It

was taken as gOSpel. For example, some of the Ob-

jectives which were given to Apparatus Sales by the

Product Departments turned out to be quite impossible.

Yet, no allowance was made for adjustment of these

objectiveS--and this resulted in a lot of unfair

criticism and conflict. Now I begin to see some evi—

dence that this extreme rigidity of holding to some

Selected objectives is being softened somewhat. I

think we would be Shocked to know how much decentrali-

zation has cost. Now bear in mind that I throughly

agree with the fact that we had to decentralize, but

I wonder how much profit the company has lost in over—

decentralization. For example, in our last reorgani-

zation of Apparatus Sales, do you realize how much

it cost in actual dollars, not just including the time

of people? If cost two million dollars. And this

doesn't count the lost time of managerial people in

merely thinking about and arguing about the reorgani—

zation period. Thus, in tinkering with organization,

we must remember that we are not only tinkering with

human individuals, we are also putting a lot of money

into the process. Certainly this is an important in-

vestment in many regards; yet, I personally feel that

a lot of the organization change was done for the sake

of change only, without any real knowledge of the

net return in profit to the company. Organization

change may become a way of life for awhile, as a Sort

of end objective in itself for many management peOple.

You can't forget peOple. You can't look at organi—

zation, at objectives, etc. without also considering

personalities. The dogma of professional management

as preached through the executive training programs

did not provide adequate stimulus to management to
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consider the people's Side of things. True, some

of the written Objectives of all the product busi-

ness are stated as involving the people's side of

thingS-—as you read the company literature you will

find some very lofty statements about the individual.

Yet in the actual practice of management under the

principles of planning, organizing, integrating, and

measuring, this concept really looked at people only

as the manager looks at any Of his resources. I am

talking about peronsalities Of management themselves.

Consider some of the interesting personality effects

on the whole operation of the company. Consider

what has happened when certain individuals were ap-

pointed as group executives or division vice presi-

dents. As each different personality moved into one

of these jobs the whole attitude and Operation of the

entire operation beneath him changed, became different.

You can't tell me that you can rationally structure

an organization under the principles of professional

or scientific management without considering the per-

sonalities of the executives as they come in and out

Of that organization. Another thing about peOple.

I don't think our top executives have adequately con—

sidered the fact that people are human and make mis—

takes. And I think that this was a mistake on the

part of our executives. Organization structure, or-

ganization aims and purposes, and organization opera-

tions were neatly structured on paper; the so-called

principles of management was developed; jobs were

Spelled out; the scope of operation of departments,

groups, and individual persons, were Spelled out.

And yet, people are fallible—-the concepts don't al-

ways work--mistakes are made--peOple view things in

different ways. SO the great marketing concept and

the great concepts of organization that were developed

in the decentralization period were Simply not utopian;

fellible people held key decision making jobs.

 



CHAPTER XIV

REORGANIZATION OF APPARATUS SALES DIVISION

In Chapter VII we briefly described the ultimate

reorganization of Apparatus Sales in 1960, from a formal A

organizational structural viewpoint only. This reorgani—

zation Split Apparatus Sales at the top executive level

 into two separate Selling organization, The Electric id

Utility Sales Operation and the Industrial Sales Operation.

Throughout the entire regional Operation, the organization

was likewise Split into Electric Utility Sales Regions and

Industrial Sales Regions; additionally in the field a

third set of sales regions was established, The Agency and

Distributor Sales Regions, these regional managers reporting

to the manager Of the Industrial Sales Operation at head-

quarters. Thus, there was a fragmentation of the "Old"

Apparatus Sales Division. This must be viewed, however,

in its total context to understand the social implications

of the reorganization.

During the late l950's—-particularly from 1958 to

l960--the organizational alignment of Product Departments,

divisions, and groups had been considerably shuffled.

Thus, by the time of the reorganization of Apparatus Sales,

groups and divisions, and the Product Departments assigned

293
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to divisions had been realigned into compatible "families."

For example, by 1960, and "electric utility group" had been

formed with a group executive vice president in command;

this group had assigned to it those divisions and product

departments whose major markets were the electric utilities.

Similarly, the industrial group had assigned to it those

divisions and product departments whose major markets were

the industrial customers.

The Splitting of Apparatus Sales into electric utility

and industrial operations, and the assigning of these to

the electric utility group and to the industrial group

reSpectively, therefore, organizationally aligned the

smaller parts of Apparatus Sales with compatible "families."

Thus, though the product departments still lacked direct

and formal control over the selling organization, at least

this sales organization Split and the assignment of its

parts to the various groups placed the sales function in

this compatible "family."

Of particular importance is the higher degree of

Specialization within the newly organized sales operations.

This higher degree of Specialization applies to management

and to individual sales engineers in the field sales Opera-

tions. For example, the Electric Utility Operation, im-

mediately below its executive, is Split two ways-one group

Specializing in the sale of apparatus for the power gener-

ation and transmisSion applications in the electric utility
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market, and another group distribution type products to the

electric utility market. This Split, of course, not only

follows electric utility customers' way of doing business,

but importantly also follows the Specialization of product

scope by the product departments. That is, within the Tur-

bine Division of the Electric Utility Group, several pro-

duct departments manufacture only turbines for power genera-

tion; within the Transformer Division of the Electric Utility

Group, one product department manufactures large power

transformers used in the generating stations of the utili-

ties whereas another product department manufactures dis-

tribution type transformers, still another product department

manufactures meters, etc. Thus, the Specialization immedi-

ately below the top level of electric utility sales Operation

further specializes the apparatus selling function to be

closely aligned to individual product department operations.

We assert that this Specialization gives these product depart—

ments, informally at least, a higher degree Of control.

Outside the Electric Utility Sales Operation head-

quarters, the regional operations are also Specialized.

The regional managers, reporting to the manager Of the

Electric Utility Sales Operation, are, like the latter,

assigned total responsibilities for sale of apparatus

products to electric utility customers. But, immediately

beneath the level of regional sales manager of Electric

Utility Sales, the district managers are again Specialized.
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This Specialization was similar in the Industrial

Sales Operation, although the degree of Specialization

was not quite so high, particularly at the sales engi-

neer level. But, even here, the effort was made to

increase the amount Of Specialization. For example, for

such a customer as a large steel company, whereas for-

merly there was one sales engineer who had at his beck

and call a number of product Specialists to assist him,

now, there was one sales engineer assigned to handle

the power distribution equipment for the steel mill,

still another to sell, still another to sell motors and

control, etc. However, this was the "ideal," and it was

not reached in many cases.

The attitude of the field sales management and

sales engineers to this reorganization and to the higher

degree of Specialization were generally those of Objec-

tion and resistance. District managers and sales engi—

neers perceived all this as a narrower scope of respon—

sibility, and perceived it as making them beholden to a

very few departments. Many district managers and sales

engineers felt, and have stated, that the reorganiza-

tion and the new concepts of the highely Specialized
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selling job was tantamount to the product departments

"victory" over Apparatus Sales and that essentially the

product departments really had "taken over" Apparatus Sales.

One highly competent sales engineer with about fifteen

years experience, and whose salary level was approximately

$16,000, and whose job had been much more highly Specialized

with regard to product, commented as follows:

It's just not as much fun anymore. I always felt

that I really was somebody before this reorganization.

I felt that I had the power and the authority to

negotiate business with a customer, to be reSponsible

for the contact of customer's tOp management. Now

I don't get to see the whole picture. I used to

think that it was really true——that sales engineers

were "executives" in character. Now I think I am

just a mechanic.

Many regional and district managers also share this

view. One district manager commented:

Prior to the reorganization, I felt that I was

really managing Something. The sale engineers

reporting to me were reSponsible for high level

customer management contact, for negotiating busi—

ness, for laying out strategies and plans, etc.

In my position then I felt that I could actually

approach the management job able to Spend consid-

erable time on master-minding the sales strategies

of all my sales engineers, etc. Now, however, my

sales engineers, Specializing by product, cannot do

this. Consequently I find that I am doing many of

the things that they used to do, or at least trying

to. That is, now I have to assume the reSponsibility

of negotiating business, closing large orders, etc.

Of course, one can't Object to this. On the other

hand, I am not freed to adequately do this in as

much as I have a great deal of administrative burden

placed on men. In other words, I am doing even more

in the administrative sense than I did before, plus

the fact that I have additional direct reSponsibili-

tieS with the customer. Something is going to have

to give.
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A regional manager in the Industrial Sales Operation,

vdieen asked how the present positions of sales engineer and

dijstrict manager compare with those prior to the reorgani-

zat ion, comment ed :

Things have changed a great deal and the Old Apparatus

Sales Division is much different than it used to be.

There has been quite a change in the jobs of the sales

engineers and district managers. For one thing, the

sales engineer's job is much more Specialized on

product than it was. At least this is the way it is

supposed to be although in certain cases we haven't

gone as far as was intended. But in the Old days

the sales engineer was sort of king. He had a Specific

customer assignment; we had available for him product

Specialists on all lines of products and application

engineers that were tained for systems approaches for

his Specific type of customer or industry. The Old

sales engineer was a negotiator, a strategist, a

captain of the team. He called the shots. Now, the

last reorganization has changed that materially. As

you know, we no longer have product Specialists and

have broken the sales engineers job down into a number

of jobs, each product oriented. This means that there

isn't the team play, masterminded by the sales engi-

neer that there used to be. Of course in many in-

stances as I say, we haven't gone the whole way toward

this and there is some indication that some of the

product departments would like to return to the Old

Specialist set up. You remember how the ————————————

department was so insistent that we eliminate the

product Specialist as a back up for the sales engineer

and set him up as a full-fledged sales engineer him-

self, selling only his product directly to the cus-

tomer. This was Obviously done so that the product

department would feel it had its "own man" in the

field. Well, this hasn't worked out too well in

every case, and now there are indications from that

department that perhaps it might well want to con—

sider changing back to the Old product Specialist

set up.

This regional sales manager was then asked whether the

pressure applied by the product departments to reorganize and

to eliminate the Old system of the broad—gauged sales
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engineer with a group of product Specialists at his diSposal

might not have been sincerely an effort on the product de—

partments part to be sure that the sales operation more

fully fulfilled the technical requirements of jobs in in—

dustries which were getting more and more complicated,

technologically. The regional sales manager replied:

To a degree that might be true. But actually the

pressures of the product departments for Specialized

selling was mainly, I think, to get peOple lined‘up

on their own teams. After all, the technical con—

tent of the Apparatus Sales job has grown, but our

former approach to it wasn't too bad. I think that

what a lot of people forgot was that the sales engi-

neer was more than a technician, he was primarily a

negotiator. It's a moot point whether the growing

technical requirements of the job are better satis-

fied by having one competent sales engineer heading

up a team of Specialists, or by breaking his job

into product segments and having a number of highly

Specialized salesmen calling on the customer for

their individual products. If the latter is done,

the job of contact of customer executive management

and most importantly the negotiating aSpectS of the

job then have to fall to someone else. And who is

that? It is the district manager. Now, it is the

district manager who is ”head of the team" with a

corp of specialists (in a sense) under him. Really

then the growing technical requirements can be met

either way. It's simply a matter of which way to

do it. TO an extent, the district sales manager's

function is quite like that of the sales engineer

of the past. Of course, additionally he has a great

deal of administrative responsibility which the

old sales engineer did not have.

At this point, we should recall the comments made by

another:regional manager in the previous chapter indicating

that he felt he had, under the new organization, considerably

less freedom Of action and authority than did his predeces—

sors. Still another district manager, in the Electric

Utility Operation, stated:
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There has been a great deal of resistance on the

part of sales engineers to this closer and closer

Specialization. I think it is safe to say that

the average sales engineer does not like it. How—

ever, it is beginning to appear that this degree

Of Specialization may have gone too far and possibly

we might be regrouping and recentralizing a little

bit.

Yet remnants Of some of the Old traditions still re—

Inain evident. Many field sales management and sales engi-

neer personnel not only Speak nostalgically about the "Old"

Apparatus Sales Organization, but many feel that the power

of the product departments will run its course, and the

"old" Apparatus Sales Division will again emerge--or at

least something like it. Although the term "Apparatus

Sales Division" no longer formally exists in the vocabulary

of the company, members of this organization still refer

to themselves as being "Apparatus Sales."

Of all the components Of the company, the Apparatus

Sales, just prior to its 1960 reorganization, still main-

tained its process of early sales training. Recruiting

was done directly from the college campus into the sales

training program rather from the Old "test" pool; however,

the structure of the sales training program has been re-

tained, and is being used by both the Electric Utility Oper-

ation and the Industrial Operation. Sales trainees are

placed on "test," have rotating assignments in various

apparatus type factories, have their sales training courses,

and ultimately proceed to field sales assignments--all much
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as has been done in the last twenty—five years. Speaking

of the disadvantage Of the elimination of the "group"

test program by all components Of the company other than

Apparatus Sales, a sales training executive commented:

If a young man is interviewed at college level he

must make a decision whether or not he wants to

enter engineering or sales. If he enters engi-

neering, he is placed directly with one of the

engineering sections of a Specific product depart-

ment without going through the old 'pooled" test

eXperience. There are some definite disadvantages

both to the company and to the individual in doing

this. Of course the Company is getting much larger

and is decentralized—~which in my opinion is all

the more necessary for young men entering the Com—

pany to get a balanced, over-all picture of the

company's operations. By placing them directly into

a product engineering Operation the Company's abil-

ity is eliminated to give them this all around pic—

ture--as we used to do when everyone was on the test

program for at least a year. I think that it is too

bad that the common experience of the test program

has been eliminated. We in sales training, of course,

have tried to maintain a number of test assignments

and still place all of our sales trainees on at least

one of these assignments. But now, of course this

provides a common denominator only for our own sales

trainees and does not give them contacts with people

who will ultimately be in the engineering functions

of product departments not does it give the engi-

neering trainee the opportunity to become acquainted

with the other aspects of the company. No, I think

the idea of decentralization and Specialization

carried to the initial training program loses some—

thing for us.

 

Of course, we have to Specialize somewhat. Now even

at the outset, a young trainee must decide first

whether he wants to go into sales work before he can

even be in the program. Then he must quickly make

the decision what area of selling he wants to go into.

If he elects, for example, to go into generation sales

ultimately in the regional operation, we than devise

a set of rotating assignments for him in say the tur-

bine departments to prepare him for this. On the

other hand, if he elects to go into industrial sales
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work, he has to make the decision between heavy in-

dustry and light industry. If he wants to go into

heavy industry--Say steel mill saleS--we formulate

his program accordingly. On the other hand, if he

wishes to go into industrial sales in the light in—

dustry or into agency and distributor work, we have

to formulate still a different set of training as-

signments for him. Thus, even in his early training

days there is a larger degree or product and sales

Specializations. He doesn't have the change to

"look around" as trainees used to.

There is less chance for movement from one area of

sales to another than there used to be. As you know,

regions may have hired young men with an industrial

background for industrial work in the regions, but I

even after going to the regions there was still a

district training period during which time the regional Pi

management could look at the men and he could look at

jobs, and still didn't have to Specifically make up

his mind whether he was going to enter a Specific

type of industrial selling. Now this is all more pre—

fabricated. Decisions a young man makes very early in

the training program will structure his next few years

to a much greater degree than they used to in the past.

 

 

When asked if young trainees in the sales training pro-

gram see conflicts between product department's operations

and field sales Operation, this informant stated:

No, I don't think so. Of course with hind-Sight,

if we were to enter the program today we would def—

initely see such conflicts. However the young

men entering the company under completely different

conditions than you and I did have none of the back—

ground Of reorganization and change which we have

encountered, and simply take for granted the differ-

ence in organization and philosophy between the pro—

duct departments and field sales. They still see

Opportunities ahead in either field and readily adapt

to the organization. I suppose we would say, looking

back, that their Opportunities are just as great but,

in narrower, more Specialized areas of work. They,

of course, do not know the past and therefore happily

make their decisions and their selections of fields

Of work and go about their business.
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Another headquarters manager of the Industrial Sales

Operation, commented as follows regarding the higher degree

of Specialization in managerial and sales jobs:

I suppOse I am old fashioned but I think we have

lost something in that today the individual tech—

nical person thinks of himself as being a member

of some component rather than a member of the com—

pany. There was something about being a General

Electric man which we have lost. Now we think, I

am a transformer man or utility man and so forth.

Our allegiances therefore have been divided and

Specialized just as our jobs have been, and I have

the feeling that in the long run we have lost

something.



CHAPTER XV

THE PRESENT MOVING INTO THE FUTURE

So, the decade of the 1950's was the period of the

great decentralization-~the reorganizing and restructing

of the company's executive, staff, and Operating structure.

Additionally, this was a period of great change in mana—

gerial philOSOphy and ideology. Operating decision making

authority was decentralized and delegated--yet, with tight

executive control through short channels Of communication

and significantly through a highly quantitative set of

performance measurements. More and more power was centered

in a relatively few "headquarters" centers.

Beyond this, this was a period of great change in the

social structure. The old "family" traditions which had

grown up in the previously centralized functions dissolved.

The symbolic rituals in these old hierarchies began to dis—

solved. The symbolic rituals in these old hierarchies

began to disappear and with them, the meanings attached to

organizational life Of the times. A pervasive sameness in

role perception emerged. The meaning of jobs became highly

Specific and Objective. A new management power elite

emerged, centering power in a relative small group——again,

each of whom was highly accountable to the executive.

304
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One old bastion of tradition, the Apparatus Sales

Division, survived these emerging changes for almost ten

years, continuing to live with its many images of itself

unchanged and with its traditions and symbol systems

functioning meaningfully. But finally it, too, could

not resist the forces of change impinging upon it from

the outside--from the dynamically changing product

Operating sector of the company.

Many managers in the company feel that this period

Of great organizational and ideological fluidity is over--

that there will now be some period of stability. "The

house is now in order, and lets get about out business."

But many forces are at work to make this present illusory

moment of equilibrium already a thing Of the past. Even

now, the company as a social, economic, and technological

system is becoming something else.

For one thing, the chief executive under whose dy-

namic force and vision the concept of decentralization

was implemented has retired and great interest was exhibited

throughout the rank and file of the company regarding

Cordiner's successor prior to his retirement. It is

important to note that this company does not utilize commit—

tee management, such as does a company like General Motors--

meaning that with a change in executive, the new executive

brings in his own new concepts and approaches. Accordingly,

the entire component under him reflexes and reacts. This
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is reflected in the comments of a high level executive in

the company who Spoke just before Cordiner's retirement

of the reflexes in an organization emanating from a new

executive as follows:

I am talking about personalities of management

people themselves. Consider some of the inter—

esting personality affects on the whole opera-

tion. A perfect case in point was the appoint-

ment of Mr. -------- as group executive of the

----------division. You know him, of course,

his previous job had been on staff, and he is an

intrOSpective engineer. He no more fits the

———————business than my secretary would. Yet,

as chief executive Of this large division, by

Sheer force of his particular personality, the

division managers and product managers in this

group reacted and behaved differently than they

had with the previous executive. Yet, all the

principles of management taught by the profes—

sional management idea at Crotonville denies

this. Then, after he moved on to another Spot

who took over as executive? Mr. ----------

you know him well too. You know how completely

different a personality he has than Mr. -------

his predecessor-—and the whole attitude and Oper-

ation of this large group thereby became really

quite different. You can't tell me that you can

rationally structure an organization under the

principles of professional management without

considering the personality of the executives.

And if you really want to see something, wait un-

til we get a new chairman of the board in a

short time.

 

Throughout the halls Of the Company and over the

lunch table, much conversation flowed about the next chief

executive officer. There were two heirs-apparent, although

some management people felt that there may be a dark horse

or two. These were strikingly different individuals, each

tremendously competent and yet, most management believe,

with very different approaches to the managerial process.
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There was no question in the minds of management people

that managerial concepts and ideologies will shift, de-

pending on the new appointee. And, having recently ex—

periences the upheavals of decentralization, management

peOple in the company were now very aware, and had an

air of eXpectancy about changes forthcoming from the new

chief executive. There are differing vieWpOintS about

the two "candidates." One was judged to be "people"

oriented, the other, more job oriented, more results-

oriented, and more "programmed" oriented.

One school of thought held that because of the up-

heavals of decentralization and the unhappy misfortune

of the anti—trust Situation, the next chief executive

will be "more human" and more human-value oriented,

placing more value on peOple.

Likewise, the executive staff groups have changed

in character during the ten years of decentralization.

Initially during decentralization, many of the executive

staff groups had a large measure of "the authority of

knowledge." But the staff functions according to most

observers in the company Seem to decrease in "authority"

in the latter half of the decade. In about 1958, when

the company embarked upon a vigorous drive to improve

profits many of the staff groups were cut back in size.

They are presently at a rather low ebb in size and the
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importance according to some observers in the company.

One high level staff executive commented as follows:

There is in fact a slow change in the concept

of these services (staff) as executive staff

groups in the company. This is too bad. Smiddy's

idea of the staff concept was brilliant, that is,

the idea or teaching and advising and counselling.

However, it appears to me that the company is

drifting away from this concept, and is considering

the executive staff groups merely in being not

enough forward—looking. Under the previous concept,

the staff groups in the company did in fact look

well to the future, balancing the natural tendency

of Operational managerS--in Spite Of admonitions

otherwise--to look very much at present day to day

results. Possibly one difficulty which the Services

have encountered stems from the fact that the Ser-

vices themselves have not had an input of the kind

of competent personnel which they require. Under

the Old concept, individuals in the staff groups had

to be eXpert in their reSpective disciplines. Un—

fortunately, as operational managers were removed

from their general management positions, either be-

cause of inadequate competency based on the standards

of measurements, or for any oflkfl'reason, they were

assigned as consultants to service Services compo-

nents. As a result the Services had an influx of

high level, highly paid operating managers occupying

important posts in the staff groups but without

either competency in the disciplines of staff work

of without the philosophical concept of staff opera-

tions. These were merely worn out managers being

kicked upstairs to the detriment of the Services.

Speaking of the imminency of a new chief executive

officer in the company this same staff executive said:

Regarding the coming change at top executive level,

I agree that when the chairman of the board retires,

the new chief executive Officer will be either Mr. A

or Mr. B. I know there is a lot of discussion about

who will make it but I don't think even the chairman

knows at this time. Personally I predict Mr. A will

be chief executive and chairman of the board with

Mr. B probably as president and the general operating

executive of the company. I base this on the back-

ground of the man and also upon what I figure the
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needs of the company in the future will be. I

would predict that Mr. A will take the long range

view and will represent the company to the public;

he will sell the need for profit, for strong cor-

porate activity, etc. Further more even within

the company I am sure he would sell the idea of

our needing to be a "lean, competent company."

Then, I would predict that Mr. B would be the man

actually to do this, to run the company from an

operational viewpoint in this concept.

But what the company is, its image to itself and

what it will become in the future certainly will

be very directly influenced by the character and

personality of the individual who is the chief

executive officer. Both the Operating and the

staff executives reporting to him certainly will

take cues from him. The particular personality of

the executive, wherever he is placed in the organ—

ization does definitely affect the way in which

the organization perceives itself and the image it

has of itself.

This staff executive voluntarilty went on to say:

The company is still in a process of change. And,

its change will be determined by changes in its

environment--not only its external enviornment but

importantly its own internal environment. And,

with the decentralized concept in the company, how

these changes in internal and external environment

are perceived will depend upon individuals-~individu-

a1 executives--and how they personally perceive these

changes. Thus, this company is much more reactive

to internal and external perceptions of change, and

more adjustive to them, than are many other companies

whose organization structure is not based upon the

individual and individual decision making. And, the

company is ready for some "new looks" at itself, and

this is now being done at staff headquarters. At

executive level, there is being considered many

studies Of what the cgmpany really is and of what has

happened in the past.

 

1Our own Observations at executive headquarters in

1962 indicates that there is, in the executive staff groups,

a very scholarly approach to what the company is and what

it iS becoming. And, we predict a changing role of the

executive staff in this regard.
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With regard to the operating management itself, there

is still a process of change evolving. The dogma of the

managerial principles taught early in the decentralization

process has relaxed. There is considerable more stress on

technical competency. A high level staff consultant who

has much to do with the company's executive develOpment

program commented as follows:

The concept Of decentralization as it was imple—

mented involved vertical chains of command with—

out any cross ties. This resulted in social

changes and changes in individual behavior when-

ever a new boss comes in. Simply because of this

vertical chain of command new signals, new per—

ceptions, and so forth occur simply based on the

personality and behavior, as perceived by subor-

dinates of the new superior. Whereas some com-

panies as New Jersey Standard, DuPont, and General

Motors to some extent, deliberately have committee

systems to prevent the sometimes violent changes

caused by a Single personality, this company offi—

cially and actually rejects such committee systems.

Hence, there can be violent swings in perceptions

and behaviors even though the organization struc-

ture has remained unchanged. Of course, this gives

individual executives and managers more control and

it places a high value on control.

We have backed Off the dogma of professional manage-

ment. Much more emphasis is being placed today on

the technical know-how of the business and the de-

mands that this technology places on the general

manager of that business. This, of course, rein-

forces the behavioral reaction within the vertical

chains; as individual managers now perceive that

mobility is being at least somewhat more restricted

to types of business, and that very probably the wide

mobility pattern is being somewhat narrowed, and as

they begin to perceive that future mobility lies more

closely within their own particular organization com-

ponents, and with the vertical managerial hierarchy

in that component being very much based on individuals,

this means that the individual manager is taking his

Signals from individual personalities in the hierarchy
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above his. This may explain some of the conflict

you Say you have observed between the interdepen-

dent components of the company.

It is an interesting thing to see how the company

is shifting in its concept of professional manage-

ment. If you were to plot on the same chart for

both the company and for the Harvard School, the

adherence to the idea of the generies of manage-

ment on one axis against time on the other, the

company curve would be rising rapidly until the

late 1950's and then fall Off. On the other hand,

the Harvard curve would be horizontal through this

period but beginning to rise in the late 1950's.

I think that what the company has done in this

adherence to generics has affected universities.

Now they are picking up the idea of principles of

management as proposed by the company while the

company is now beginning to back off.

In this company, you have a Slippery pig. To do

what you are trying to do and completely analyze

what has happened is a most difficult thing. True,

there has been great change in the company—-change

in philosophy and change in operations. Resulting

there has been a great change in perception and be—

havior of peOple. Yet, we are on the brink of even

more change. Perhaps it would be of greater value

to you if you could delay this study for a year or

so to see what the new regime will do. After all

you are looking at what one chief executive did in

the ten years from 1950 to 1960. On the other hand,

within a year or so there will be a new chief execu—

tive in this company and what is going to happen in

the company then will be most interesting.

Although the rigid "dogma" of the generic principles

of management have been relaxed somewhat nonetheless, the

operating general managers of the product departments still

have great emphasis placed on profitability, efficiency,

and productivity. This, of course, is essential for the

healthy economic well—being of the company--from which all

else must spring. Even what appears to be a growing aware-

ness of the need to again consider "human values" is
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effeciency-oriented. For example, one program being de-

veloped in the company, about which we were able to secure

very little information, involves a series of seminar dis-

cussions with Operating management regarding "business

effectiveness" gained through better understanding of the

psychological and social—psychological aspects of group

life. We did see some of the models being used in these

seminars, and they appear very much as though they came

from contemporary group dynamic's thinking. Some of them

looked remarkable like Herbert Simon's work in his book,

Organizations. Even with our scant knowledge of this pro-
 

gram, we predict that it will be an input for further ideo-

logical change, and will result in emerging social change

within the company.

Much of the dilemma faced by the product department

general managers, discussed in preceding chapters, stemmed

from the fact that these managers were being held accountable

for results, but failed to have complete control of all the

inputs into their businesses. We also pointed out the com—

ments of a high executive of Apparatus Sales indicating

that he felt that the product departments held too rigidly

to certain objectives that were set for them, without the

ability to adjust these Objectives over time. Following

this line of thought, we questioned an Operations research

consultant in the company who commented as follows:2

 

2Cited in part previously. This is the entire citation.
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I am primarily concerned with developing a

better understanding for management in objective

setting——the process of planning and measurements.

Now, of course, the company's general managers

have been admonished through the executive training

programs that the job on the professional manager

is to "plan, organize, integrate and measure." All

this, of course, has to be done in the framework Of

clear, stated Objectives. Now, actually, we do not

really know much yet about objective Setting.‘ Per-

haps I Should say that the main problem is how to

balance objectives. Obviously, at any one time,

there are a number of Objectives which a management

must have. Some of these are clearly measurable——

such as profit, sales volume, and SO forth. But,

many of the other objectives, although definitely

spelled out as being objective by top management are

not capable of measurement. For example, in all the

company literature on effective professional manage-

ment, you will find that listed among the objectives

of all professional managers are such things as "ful-

fillment of responsibility to the community," "the

Obligation to labor,""the development of management

personnel," etc. These things can't be measured. Or

at least we haven't yet found a sufficient way of

measuring them. Therefore there has been a tendency

in the company simply to give a sort of lip service

to these objectives. And, as a result, the planning

to achieve them is somewhat elusive. I think it

boiles down to the fact that in spite of the lofty

words, the general manager is in a position where he

Simply must product on the measurable objectives,

and therefore he devotes his attention and effort to

these areas. And, because of the organization struc-

ture itself and because of the high or relatively high

ability to measure these certain objectives, the

"human value systems" possibly have suffered.

Before decentralization and before all the great

stress on the measurement of results, there were, of

course, these same basic objectives of the business.

However, because the accountability of management

then was not so clearly fixed to the Specific dollars

in the business I suSpect that such objectives as

involved in the relationship of individuals carried

equal weight in the minds of management. They prob-

ably would too, today, if they were measurable. The

process of planning, about which we hear so much, is

another elusive thing. There Simply is not enough

known today about this process and this is one of the
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major things we are trying to dO-—tO determine

just exactly what this process is or should be

Now, for measurements. Here again, great stress

has been placed on quantitative measurements. Now,

the trick here is that there are several sets Of

measurements at any one time. Even such a pro-

said thing as market position might be measured in

one context by one manager but in another by his

superior. Thus, there can be a measurement cri—

terion for some Specific variable which has been

established. This is the "regular" criterion for

Measurement. And, executives in the company will

talk in terms of this regular criterion yet they

will ask for others. Thus, there is still some

differing views as to the means of Specific measure-

ments and there are differing emphasis placed upon

them.

Now, we talk a great deal in the company these days

about human values. This is one of the unmeasureable

things as of now. I regard it this way. The indi-

vidual is part of a system. The individual wants to

product and create, but the system as it exists does

not provide him the outlet to create. Jobs are struc-

tured. There should be the Opportunity for the indie

vidual to exert more energy which he inherently prob—

ably wants to do, to product and create more and to

give himself time to produce even more. But, the

structuring and programming of jobs--and here I am

talking about management jobs too--does not permit

him to do this. Hence, he substitutes some outside

activity and Since he does this and Operates in his

job within some confines, as a result he begins to

think only in terms of wanting more money. This in

turn tends to restructure jobs in such a way that

they provide more money, but this is all a vicious

circle.

Now, what of the power relations between the apparatus

type product departments and the newly formed fragmented

field sales operations? After the reorganization of Appa-

ratus Sales in 1960, we have noted about that the smaller

selling Operations are now much more aligned to the product

departments they serve, and are organizationally structured
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into the same Operating groups of the company. Can it be

that the conflict between these inter—dependent and inter—

acting systemS--the sales Operation on the one hand, and

the product operation on the other--have resolved their

areas of conflict and can now work together in harmony?

Management people in the selling Operations think

SO, both at sales operation headquarters and in the field

there is evidence that management personnel and the

selling Operation think that the aggressive pressures of

the product departments have abated and that in fact the

selling operation is once again beginning to "come into

its own."

Here is what one district sales manager stated about

this question:

I think there is a trend toward going back to the

way we were. I think the degree of Specialization

went too far and we will probably be regrouping and

recentralizing and coming back a little closer to

the old method. It is true that in the electric

utility business we still are Split at the district

manager level, but I think it is only a matter of

time and we will all be under one managerial opera-

tion again. I think we run cycles on this sort of

thing and we are beginning to circle back on our—

selves. And, I do definitely think that this is a

trend and that the productCkmmrtmentsdo not have

the same degree of insistence on this Specialization

that they had a couple of years ago.

Another district manager in the industrial sales Operation

commented:

I think this business of product department pressure

has run its course. I think things have settled

down and we now have a going business in that we each

have found our proper places.
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A high level staff executive in one of the sales opera—

tions headquarters organization commented as follows in this

regard:

The relations now between the product departments

and the field selling operations are very very good.

We are really achieving things together. The pro-

duct departments have been very happy with our sales

group in the field; we are making considerable progress

in tackling and solving some tough customer problems;

we are improving our market position in many areas.

The relations of our headquarters sales group with

product departments is excellent; there is very good

raport. All this has worked out very well.

 

E

Oh yes, there are some problems but I think things

are looking better.

This staff executive was asked his feeling about our

observation in the field that some sales managers felt

there might be a regrouping and a swing back to previous

methods. He commented:

No, I don't think SO. I think we have a tremendous

sales organization now and on our end of the busi-

ness. I think the product departments recognized

this as in a sense 'their" sales organization and I

don't think there will be any recentralization. We

at headquarters have always had the philOSOphy of

cooperation and coordination with the product depart—

ments. This has always been true, and I think that

our relations with the product departments are ex-

cellent and will remain so.

Another staff executive in the other sales Operation

had these comments to make on the same general subject:

All this talk about product specialization in

the field did not come from the product departments;

we always felt at headquarters that there should be

the degree of Specialization that was required. Af-

ter all, we were Specializing in Apparatus Sales be—

fore the product departments ever came into being.

This idea that Specialization is new is a wrong idea.
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We in Apparatus Sales were pioneers in special-

izing our efforts. Regarding any possibility of

future conflict between the product departments

and our present organization, I don't think there

will be any. Of course, there are always problems

and we always have to do a better job of developing

the ability of our sales people to create strata-

gies. And, I suppose there will be some changes

in the future. But, we are calling the Shots now,

we are running the sales business, and as long as

we continue to improve and do a good job, I do not

see that we will have any difficulties with the

product departments whatsoever.

A high level operating executive in one of the sales

operations, at headquarters, had these observations in

this regard:

Yes, the areas of conflict which did exist between

some of the product people and the Apparatus Sales

people have been pretty well eliminated. Our new

organization is working very well. Of course, a

good many of the top management who lived through

the really tough days of decentralization and reor-

ganization are now gone. But, I think our relation—

ships with the product departments and division

management are very good now. I believe for example

that in the job I have the product departments recog—

nize the great strength of Apparatus Sales or I

Should say our sales Operation—-as it now exists, and

that we are in fact a good team Operation. I think

that we here at headquarters are taking the initiative

in carrying the ball to an extent which the old Appa-

ratus Sales Division never did. And, this is defi-

nitely being accepted by the product departments.

Thus, there is some evidence that the galgg people,

in the field and at headquarters, believe that a new,

workable relationship exists with the product Operations.

But what do the product department management people think

Of this? We must bear in mind that the foregoing comments,

and those following, were all made in 1962.
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Speaking of relationships of the product departments

vvith the "new" selling organization, one product department

Inarketing manager stated:

No, I don't think that the areas of conflict have

been resolved or removed. I think that at the

moment the situation might look pretty good on the

surface. But, You must bear in mind that because

of the anti-trust situation many of the old product

department general managers were relieved of their

jobs and a whole new batch has come in. These new

managers are not acquainted with the business--or

they are just becoming to be-- and I think they are

in a periof of learning their new jobs before, they

again begin to stretch out for more authority over

field selling. But, I think this will come. I do

not think that the Situation is eliminated at all.

Let me put it this way. As long as you give a man

complete responsibility for a job to be done but do

not also give him the complete authority and power

to do it, he will do his utmost to get this authority.

Still another marketing manager of a product department

commented:

Yes, things are a lot better than they used to be.

You know how I felt about things in the past. It

simply doesn't stack up for one sales engineer

calling on a utility to handle everything from

turbines to meters. I think that the sales engi—

neer and their management were caught by the

glamour of the big stuff and the smaller products

suffered because of this. But your apparent assump-

tion that marketing managers and general managers

of product departments now feel that the conflicts

between the selling organization and the product

departments are resolved are wrong in my opinion.

I said that things are working out pretty well and

a lot better than they used to be. But, we still

basically have the same problem-—there are sales-

men handling our products over whom we have no con-

trol. I think our control is closer than it used

to be, but it is by no means complete.

Regarding the headquarters operations of the new

selling organization, I think the sales headquarter's

staff operation is a "fifth wheel." Our dealings

should be entirely with the field selling organiza-

tion. They are now pretty highly Specialized to our
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products and although it isn't the ideal situation

it is certainly quite workable. But, for their

headquarters to be constantly getting into the

act and wanting to insert themselves into the

direct line of communication between the sales

people and the field and us, is of no value to

us. I do not see that they provide us any valu-

able function and as far as I am concerned they

are simply overhead expense.

A vice president and division manager was asked to

comment on the present selling organization which was

highly Specialized to the products Of his division. He

was particularly asked if the previous conflicts between

the two organizations have been resolved. He commented

as follows:

The conflict, or at least potential conflict, can

never be eliminated as long as the general manager

of a business does not have the control over every

facet of his business. I will admit that the pres—

ent organization is better from our viewpoint and

that we do have a higher degree of control. However,

there is still a problem in the organization which

I think is serious. Whereas, the field selling or-

ganization is much more highly Specialized--that is,

we now actually have sales engineer who do nothing

but sell turbines and meter sales engineer who sell

nothing but meters, the fact still remains that the

sales Operation still has a headquarters operation

which as far as I am concerned is superfluous. I

think that I could deal directly with the field

selling organization and its Specialized management

and salesmen but I find too often that communication

has to be channeled through the headquarters opera-

tion, and I think this is not necessary. This head-

quarters Operation will smacks of the Old "empire."

They are still trying to run things. As a matter of

fact their top management is still telling the field

sales management too much what to do; it is not a

decentralized Operation. It is a highly centralized

operation. There is too much worrying about how

many stenographers there are in the field selling or-

ganization, etc. I will never be content until we

can deal directly with the field peOple.
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In discussing this with the marketing manager of

still another product department, we proposed that with

‘the Old Apparatus Sales Division reorganized and Split

into Specialized components, apparently the problems of

the past may have been eliminated. This marketing mana-

ger replied:

Don't kid yourself. This may be a lull before

another storm. As long as the general manager

is given complete authority and reSponsibility

and accountability for a certain job to do but

he finds he doesn't have the direct power over

a certain element of his Operations, there is

always going to be a problem. I would predict

that as long as the field selling of products

is vested in any kind of an organization how—

ever specialized, however organized, but out-

side the administrative control of the product

department itself, the product department manage-

ment will continue to take pot shots at it. I

don't think the problem is solved at all.

So, here are two views of the present situation.

Having gone through a rather scathing experience the Appa-

ratus Sales people now in many instances feel that the

"worst is over" and that there will be a period Of stability

and possibility of even swinging back to some of the older

traditional ways of doing things. On the other hand, the

routes of the conflict apparently are still existent, as

perceived by Product Department management peOple. We pre—

dict that in time there will again be pressures from the

product departments for even closer control over field sales

Operations. These pressures may be more subtle than they

were in the middle 1950's but they will be evident nonethe-

less.
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Finally, in Concluding we submit that the entire

(zompany presently has an Obsession with its own image.

Of course, the misfortune of the anti—trust Situation in

1960 has much to do with this. This great company with

its Splendid public image and its strong internal image

suffered greatly. In our discussions with top level
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management peOple and particularly with staff executive EE

people at executive headquarters, we definitely detected

a great deal of sensitivity. The company appears to be fi

extremely self-conscious at the moment and extremely con- '

cerned about itself. This coupled with the imminent change

of the chief executive augurs changing managerial and execu—

tive philosophy and ideology.



CHAPTER XVI

CONCLUSIONS

Broad Summary

This study has described the process of change over

‘t ime in the General Electric Company along several struc-

‘tilral dimensions. It also described changes in executive

Ibhilosophy, in perceptions of and attitudes to managerial

Ibositions, in the web of symbols surrounding the managerial

Ilife, and in certain managerial behavior patterns.

Born of market—oriented technology, continually

<2reating new technology, and feeding on the very technol-

<3gy it created, the company grew in every reSpect—-in sales,

in number of employees, in physical Size, in geographical

Space, in diverse product lines, and in diverse markets

served (Appendix I, Charts 2 and 3). Significantly, it

ggenerated its new technologies and strategic programs

‘within a relatively unchanging formal organization struc—

‘ture for nearly sixty years. This structure was line and

staff, with the "line" components being those of the work

functions of engineering, manufacturing, and sales.

Integration of these work functions existed only at top

executive level, i. e., the organization structure was

highly centralized (Appendix I, Chart 1).

322
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As the company grew in all dimensions, as technology,

Ixr<3ducts, and markets proliferated, these vertical functions

ggI’eMu becoming great parochial hierarchies. New technolo—

gies and products were in a very real sense "tacked on"

true existing formal organization structure. There were

eercceptions; the lamp business and the appliance business

vvexre separately departmentalized. But even within these

<3<Spartments, the proliferating technology, products, and

ITuarkets were "tacked on" a centralized organization struc-

'tllre, and the hierarchial families of engineering, manu—

I?acturing, and sales grew in complexity—-and were integrated

c>nly at the departmental executive level.

By the late 1920's, many executives in the Company

Vvere eXpressing fear that the centralized organization

sstructure had become unwieldy and inefficient, and that

IPurther growth in technology, output, and size could no

Ilonger be accommodated by such structure.

The great Depression and World War II delayed execu—

t:ive action for organization structure change. After World

EVar II, facing predictions of mushrooming technology and

ggreatly increasing market opportunities, the Company em-

"barked upon a program Of decentralization, a restructuring

of the formal organization structure into a large number

of quasi-autonomous product businesses--expressly to more

fully exploit the market opportunities.
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In this process, elements of social structure other

tzhan merely the one of formal organization structure also

‘underwent changes, some by intent, and some not. The

decentralization process was overtly pronounced by top

executives as more than organization-structure change;

it was a "new" executive philosophy, a "new" managerial

attitude. New perceptions of and attitudes to the Company,

the work functions, and the managerial position evolved.

A new status system was created; a new managerial elite

emerged. Concomitantly, the eXpectation system became

more rational, more subject to quantitative measurement,

more job-centered and less man-centered. Administrative

practices long in existence and long providing meanings

to managerial life were eliminated or changed. Traditions

and rituals centered about and having grown from the

training programs, the salary administration, the appraisal

system, the mobility pattern were eroded or disappeared com-

pletely. In short, a "new" social system emerged, with

new form, new functions, new potential for change, and

new meanings to individuals.

However, the decentralization process had little

initial effect on one large and important element of the

Company, the Apparatus Sales Division. Organization

structure remained essentially unchanged in this component.

The time-honored traditions of this component reinforced

the beliefs of its management that the Division would con-

tinue to Operate as it had in the past.
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But new training programs (at all levels), the broadly

publicized concepts of the "professional manager," the com-

munality of organization structure, the near-communality

of other social structure variables, the increase of ration-

al definition of roles and statuses—-all this began to in-

filtrate Apparatus SaleS also, with this division neverthe-

less tenaciously holding on to its past.

Conflict arose between Apparatus Sales and the newly

formed product Operations primarily because the product

operations were held rationally accountable for certain

quantitatively measurable Objectives without having control

over their field sales. The product departments (or many

of them) engaged in aggressive tactics designed to estab-

lish some degree of power over Apparatus Sales and to

force a fragmenting of this large and strong organization

into small pieces more nearly allied to product department

groupings. This, the product departments succeeded in

doing. The centering of power in the hands of the rela—

tively few executive managers of the company was enhanced.

All this was accomplished in Spite of considerable

resistance by Apparatus Sales management against change

and by widespread personal anxiety and frustration over a

period Of three to five years. We conjecture (and the

tenor of many of the reported interviews appears to vali-

date) that the Apparatus Sales management suffered during

this period a net loss of managerial efficiency and
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productivity. Evidence also was presented indicating that

the desire for additional power still exists in the product

department power centers.

Reference to the Problem and Hypotheses
 

Our original statement Of the problem proposed that

to remain viable, the enterprise must create or adopt new

market-oriented technologies and strategic programs. The

basic hypothesis in Chapter I proposed that this may be

accomplished by the existing organization structure only

up to some optimum point, after which formal organization

structure must change to accommodate continued assimilation

of new technology and programming. (That thks point was

reached by General Electric, and that it was known by

management to have been reached, is abundantly clear). It

was further proposed that when formal organization struc-

ture was changed, other elements of the social structure

change, and this in turn changes (or causes disequilibrium)

in other components of the totality of the social system.

The problem thus is concerned also with the relative ease

or difficulty which individuals and groups experience in

adapting to the changing social system; and with the rela-

tive ease or difficulty of developing new orientations to

managerial behavior.

Every aSpect of this problem (or problems) is dis-

cernible in the empirical research presented in Chapters
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II to XV. We believe that the research evidence tends to

validate the propositions presented on pages 8-12.

Concluding Generalizations
 

What abstractions can we draw from this study enabling

us to better understand such organization—behavior problems,

better predict their emergence, and better control them in

the interest of optimum organization productivity and

efficiency?

In Chapter I we presented conceptual frameworks

ranging from the broad or general to the more Specific.

Here we reverse; first we Shall refer back to the more

specific organization theories, and then finally shall

refer to the broader and more general conceptual framework

of social anthropology. From this we shall draw generali—

zations.

Organization theory: classical.--A disciple of
 

"Scientific Management School," examining General Electric's

management and organization concepts and practices post-

decentralization could understandably feel that the tenets

of his "school" were justified, if not actually validated.

From the view point of the job of the "professional manager,"

General Electric did espouse the "principles" of management,

i.e., planning, organizing, integrating, and evaluating.

Furthermore, these "principles" were (at first) posed as

essentially the only principles underlying the manager's
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job, to the extent that the Company executives were

accused Of establishing dogma. True, there has been Some

backing away from their all—holy acceptance, but they are

still posed as an important underpinning of the managerial

job.

Other "principles" of scientific management are

operative, even now. Such organizational structural princi-

ples as span of control, etc. are employed. Further, and

perhaps more significantly, the very idea of defining_jgp,

its functions and its objectives, and matching an individual

to those Specifications is conceptually a scientific manage-

ment approach. Added to this is the increasing rationality

Of such matching, the increasing programming of job activi-

ties, and increasing quantitative measurement of performance.

The general propositions of classical or "scientific

management" organization theory can be Observed in Operation

during and after the decentralization period. They are

valuable in understanding the job content or the managerial

activities of the manager, and valuable, in a static Sense,

of understanding the anatomy of organization structure.

But we cannot find them of any value in understanding (much

less predicting) what happened dynamically in the process

of change in the total social structure of the social system.

They cannot explain resistance to change, changing equilibria

between the traditional and the technological present and
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future. Nor can they eXplain anxiety, conflict, relative

ease or difficulty of adaptation, the triggering of con—

tinued change.

NeO-classical theory.--The prOpOSitions Of the neo—
 

classical, or human-relations "school" can also be found to

be operating. They can be valuable in analyzing the history

of change in General Electric in regard to changing percep-

tions, attitudes, identifications, and (to some extent)

behavior patterns. But again, the neo—classical proposi-

tions do not provide complete understanding of the process

Of change; they deal inadequately or improperly take as

given the formal structure as established by and subject

to change by the executive; they do not eXplain the growth

of programmed activity.

"Modern" organization theory.-—The propositions of
 

contemporary "systems" theory can also be seen in applica-

tion in this case study. With its analytical approach,

its concern with the interrelatedness of strategic parts

of the system, and means of linking these parts, systems

theory probably has more explanatory potential than does

classical or neo-classical theory. Certainly General

Electric itself is employing the systems concept in its

operations research techniques.

But what is "systems" organization theory really?

What Specific conceptual framework does it have, which
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could permit the drawing of useful abstractions from the

General Electric history? We suggest that "systems"

opganization theory is a potpouri Of individual theories-
 

not yet welded into a conceptual framework capable of

permitting complete explanation, and prediction. True,

individual elements Of "systems" organization theory (such

as "communication," or "decision-making") may enable em-

pirical research for itself. But the total system which

is the business enterprise is more than merely the sum of

1

components, by definition of "system,' and we posit that

there is no total system conceptual frame in modern organi-

zation theory which is Operational and which will permit

empirical research on the total system. Further, much Of

organization systems theory is clouded by complexity and

by fixation on technical aSpects of the total business

system, e.g., decision making, or communication. It lacks

a simple but rigorous, all inclusive, operational and

universally applicable framework.l

Concepts of social anthropology.——On the other hand,
 

2

social system theory does provide such a framework, if

 

lSee March and Simon, op. cit., pp. 4-7, in which

these authors eXpreSS a similar concern.

2Of course, the "social-system" analysis of rationally

ordered organizations is not new in sociology. Robert Merton

in Social Theorypand Social Structure), Gensberg and Reilly

in Effecting Change in Large Organizations), E. Wight Baabke

in Organization and the Individual) provide examples. What

we are proposing, however, is that the conceptual and ana-

lytical framework advanced by Radcliffe-Brown as the basis
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applied in the manner proposed by Radcliffe-Brown, as

detailed in Chapter I. Further if the framework is extended

to include Warner's theories of the process of social change

both synchronic and diachronic investigations can be accom-

plished. This is the conceptual framework we have used to

understand how and why events occurred as they did in the

General Electric Company and to draw generalizations tending

to validate our hypotheses.

Certainly at this stage, our application of this

social system construct is crude, and even if refined may

well result in only some "box-car" predictions of organiza-

tion behavior. But even this is a far cry from lack of.

insight into the inevitable reverberations throughout all

3
elements of a social system, when structure is changed.

Even rough predictions of conflict, and of its depth,

 

of a "natural Science of Society" has unique application to

the understanding of the complex corporation fig 3 social

system. Adding Warner's theories of the process of change

and the "emerging of a greater society," and his theories

of the nature of symbols to this, we are suggesting not

only better analysis and understanding but also better pre—

dictive ability as change is inputted into the Corporate

social system. Hence we are not equating the conceptional

framework used here with "traditional" social system analysis.

3Consider the statement of General Electric's chief

executive during the decentralization period when he Spoke

of "some foolish peOple" who appear to be "upset by the

organization change.‘ Such a statement exhibits vast mis-

understanding Of the social system into which he was intro-

ducing change.



332

breadth, and duration, and its parochial locations may

permit the executive to prepare some preventive or ameli-

orating measures. Or at a minimum, it will eliminate

surprise, providing an understanding rather than an irri-

tation which could cause punitive measures.

We propose application of social-system theory en-

tirely on a rational basis, with the objective or providing

an additional management tool for enhancing the organiza-

tion's adjustment to changing environments, with optimum

efficiency and productivity.

The Research Future
 

"Research is unfinished business."" This study is

admittedly heuristic, and represents only a first thrust

by this writer in his groping to understand and predict

organization behavior, a groping which began during his

several years as a manager in General Electric, and which

persists even after doctoral studies.

A science seeks to establish universal laws, via

its theories, which strive to eXplain, predict and in—

fluence. Current theories of business organization be-

havior are inching forward to this end, but are not yet

adequate. For example, under certain conditions an

 

 

“W. Lloyd Warner, in a discussion with this writer.
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organization may have to adjust to its changing environment

drastically and rapidly; or for another example, in times

of severe crisis (e. G., General Electric's conviction of

violation Of anti-trust laws), the executive may have to

shift emphasis, direction, philosophy, or even structure.

But now know just how to Shift, and now know the total

effect of the Shift in the totality of the corporate system?

We contend that current organization theories are not very

clear on this. In the case of General Electric, we can

find evidence tending to validate all the "schools" of or-

ganization theory, if we sift out the appropriate evidence.

Yet none of them individually nor all of them, collectively

can eXplain all that did happen in General Electric, or

what is happening now, or predict the course of the future.

We suggest that current organization theories are

really a set of sub-theories, which can be subsumed under

a broader, more encompassing theoretical framework--a

conceptual framework which is not directed merely at organi-

zation behavior, but which is seeking universal laws Of

man's behavior in his world, whatever his world may be.

We contend that this study in a very modest and

small way lends credence to Radcliffe-Brown's proposed,

"natural science of society" and to Warner's theories of

the process of change and of "the emerging greater society."

One case study cannot validate anything. But this writer
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will continue research based on this theoretical framework

with the aim of better understanding and predicting what

really happens in the great complex corporation—-the effi-

ciency and productivity of which is so vital to the welfare

of our emerging Great Society.
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Wall Street Journal

March 22, 1961

lGE Controuersy

Company’s Officials

Debate Merit of Its

Decentralized System

 

Critics Say 113 Units Build

Excessive Staffs, Often

Fail to Work Together

Backers Say Efficiency Rises

 

BY STANLEY PENN AND ED CONY

Stall Reporter: of The Wall Street Journal

NEW YORK—In the midst of General Elec-

tric's highly-publicized antitrust troubles and

its earnings slump. some G.E. executives are

worrying more about another matter: Is G.E.

too decentralized?

The giant electrical products manufacturer

in the past decade has split up its operations

into 113 departments. each with a large degree

of autonomy. Critics both inside and outside

the company claim this has led to lack of

cooperation among departments, frustration

of top management's will. and an overriding

concern by some G.E. department managers

for the good of their own units at the expense

of the general welfare of the company.

Some G.E. men argue that the company's high

degree of decentralization made it easier for

middle-level officials to engage in price-fixing

conspiracies without the knowledge of top man-

agement.

G.E.. however. claims it is still firmly com-

mitted to decentralization: top officials argue

it’s the only possible course for a company so

big and diversified. G.E.'s sales, they note,

have continued to rise under decentralization.

Though profit margins aren't as large as they

were in the years just before decentralization,

they compared favorably with those of major

competitors in a period when corporate

profit margins generally are under pressure.

Problems of “Glgantlclsm”

Perhaps a fair analysis would be that the

most carefully worked out systems that man-

agement planners can devise turn out to have

serious flaws when applied to a big organiza-

tion. be if business or governmental. “Gigan-

ticism“ seems to create certain problems

which defy those who believe management can

be reduced to anything like a science.

G.E.’s experience may interest other com-

. panies currently trying to increase their effi-

' circa-'- 9”9% .... 
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competitors. It decided it had to let men a .

to the market make as many day-to-day-busi-

ness decisions as possible. In the words of a

company manual. each G.E. department is

tailored as a business “a single manager can

get his arms around." The average depart-

ment rings up sales of 840 million a year.

The department general manager has great

responsibilities. He may hire and fire, set

prices. decide on products he wants to push

and shape his inventory as he wishes. His

total compensation may run from $50,000 to

$60,000 a year.

In return._he must account for his steward-

ship. I-le's judged largely on his profits. High

profits bring rewards. substantial bonuses

which he shares with his subordinates. Failure

brings punishment; firing is a frequent penalty.

A step above the department manager in

G.E.’s management hierarchy is the division

manager. He guides a. “family of related de-

partments” or, in the words of one vice presi-

dent at GE. "he acts as a buffer between

Ithe departments and the executive office in

lNew York." For example, under the wing of

‘ the Lamp Division's general manager are six

idepartments: Large Lamps. Lamp Glass.

iLamp Metals and Components. Lamp Develop-

iment Operation. Miniature Lamps and Photo

Lamps. In all, there are 21 divisions.

Top management in New York retains ulti-

mate power. of course. But the theory is that

at this lofty level. executives are freed from

many details of day to day operations and

can concentrate on broad company policy and

on long range planning.

The chief architect of this plan has been

Ralph Cordiner. dynamic board chairman of

GE. During World War II G.E.’s sales quad-

rupled. reaching $1.5 billion in 1945. As GE.

continued to grow after the war Mr. Cordiner

and others became convinced the company was

too big to run in a highly centralized fashion

by executives working in “the GE. tower" at

570 Lexington Ave. in New York City.

G.E.'s Empire

The GE. empire is indeed a mighty one to

manage. In the United States 167 plants bear

the GE. symbol; they are scattered through

29 states and 133 cities. Overseas. the sun

never sets on G.E.’s foreign operations in 21

countries.

An industrial army of more than 250.000

draws paychecks from the corporation—to the

tune of more than $1.8 billion a. year. Sales of

$4.2 billion last year placed GE. fourth in the

land among industrial concerns. It outsold such

giants as Socony Mobil Oil Co., US. Steel Corp.

and Chrysler Corp.

The firm's great diversity compounds its

management problems. The company will sell

you a 25-cent light bulb. a $15 million genera-

Ilor. an electric can opener. a synthetic dia-

limond or a jet aircraft engine.

E Mr. Cordiner has speculated publicly that

0.1-). may be the most diversified company in

the world. In all. it turns out about 200.000

different products. The company confesses it

can't give the precise number (is a pink flun-

rcscenl lamp 3. separate product from a yel-

low one?).

So complex was G.E.’s decentralization that

it took about five years. 1951-55. to push

through the bulk of it. Officially. no one at

GE. now will utter a harsh word against the

program. ”We consider decentralization a

great source of strength. which builds high-

qmalfly management." Mr. Cordiner _dcclared

:.. - ‘
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he flayed a major role hWthe

company: “We believe the (decentralization)

policy is sound and the approach workable.”

Mr. Smiddy heads G.E.'s Management Consul-

tation Services. a unit which does “basic and

applied research" in professional management

p..- u the 1* dm sue-uh

r6... managers. Ir. Imiedy's int. snug

.09 things. tries to get department inan-

am to do a better job. both for their de-

partments and for the company as a whole.

"Profitable Innovations"

As a result of decentralization. Mr. Smiddv

says. GE. today has "in all components more

people with better understanding" of how to

manage their business. “While many (CE.

managers) have made mistakes along the way.

which more centralized controls might have

prevented.‘they also have made countless and

profitable innovations which central executives

never would have conceived.”

It is known. however. that Mr. (‘ordincr

himself is privately something less than fully

satisfied with decentralization. And he is invit-

ing and listening to criticism of the system.

Several GE. executives share the view that

decentralization was partly responsible for the

company‘s recent antitrust difficulties. Says

one 0.8. man: "When you decentralize. each

department general manager is measured by

the profits on his product. Before decentraliza-

tion. when all types of turbine generators. for

instance. were under one man. he, could de-

cide to let sales of 10.000-kilowatt units go slid

concentrate on sales of 100.000-kilowatt units.~

But when you are decentralized. one man is

being measured on sales of 10.000-kilowatt units

and a different man is measured on sales of

the bigger units. 80 you lose some flexibility.

This increases the pressure to fix prices in

order to maintain your profit."

In the recent antitrust action. GE. contend-i

ed Mr. Cordiner and other members of top

management knew nothing of the abuses. Cov-

crnment attorneys acknowledged they were not

claiming that the GE. board. the chairman

or the president had any knowledge of the

price-fixing conspiracies.

(Ll-L's Official Position

Officially. the company contends dcccntrali- i

zation had nothing to do with its antitrust tron. '

blcs. Mr. Cordiner recently said that nearly all .

Of the 28 other ('Onipanies indicted in the anti-i

trust action were highly centralized. He addcd'

that decentralization is relatively new to thel

business world. while antitrust violations

are not.

When any company deeentralizcs. it hands

responsibility to at least a few men who are

unable to carry it. According to backers of de-

centralization. this makes it easier to weed out

inefficient executives.

GE. officials say decentralization has

helped them weed out a lot of executive dead

wood. "We've exposed a lot of boobs who

should have been fired years ago." savs one

high GE. executive. Mr. Cordiner recently told

a meeting of the New York Society of Security

Analysts G. E. now is "lean. hard and hungry."

Undoubtedly the company had grown fat in

preCordincr days. “Generous Electric" was a

term used by many cynics who knew that fcw

. Veteran employer: were fired from management

DOSlllOllS. Security did have one advantage for

the My: It bred a fierce loyalty. it was

sinner many a 03. man: “He's got the 0.1:.

Symklm Will-W
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séme of the it Unity is wearing off and

morale is declining. "My old friends at TIE.

complain the ax swings suddenly these days

and sometimes for trivial reasons." says one

management man no longer with the com-

pany.

“When things go sour in a department.

the manager will fire some people just to show

top management he is doing something." says

another former G.E. man. ”In one department

I was in. we had three different marketing

managers in one year.”

"A Time of Chang?"

A current GE. executive says: "We’re in

a time of change in 0.1!}. and people are in

the grip of an anxiety neurosis." Executive

recruiting firms report a sharply increased

number of GE. executives are trying to find

jobs elsewhere. Contributing to the current fer-

ment. say some GE. men. are company

payroll-cutting in response to the recession

and the blow to employe morale stemming

from the antitrust action.

The company’s position is that its executive

turnover is not abnormal. A GE. official says

if there are “several hundred fellows on the

loose." that’s a small percentage of the 35.000

GE. professional managers. and is a “lower

turnover" rate than at most companies. lie

claims 0.8. has "no particular morale prob-

lem."

Some critics of G.E.'s decentralization trace

its defects to “excessive fragmentation." One

man contends 113 departments are too many.

”We mistook bits of businesses for entire busi-

nesses." he says. Also there are some within

the inner councils of. the company who advo-

cate a retreat from the concept of depart-

mental profit responsibility. These officials

urge that profit responsibility be concentrated

at the division level.

Three Turbine Departments

As an instance of "fragmentation" a GE.

management man cites the creation of three,

separate (1E. turbine departments-smali.

medium and large. “A utility gets to know our

small turbine people. But the utility gets big-

ger and perhaps needs a medium-size turbine.

It must then get acquainted all over again

with new GE. people and our carefully built-

up custfliiicr contacts are wnstctl.”

()nc manager who icfi i: ii}. recently after
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.20 ycnrs‘ experience iii dciiliiig with lllilllH‘S‘

. puts the problem this way. "Utility execiiti'vcs’

llikc attention from the top cchclon of HE.

. And they got used in flf‘llll‘lg it Over the years.

{They kiicw ('hailic Wilson

fprctiv well. Now, iimlcr decentralization. llicy

'llith" in get acquainted With a int of mum-pm

and kiicw liiiii‘

«icpzii‘iiiicni mni‘kctiiig pcnplc [.i'l's any wc.

ilmvc hctwccn iii and 2” dcpni'tiiients doing.

‘lillx‘lllf'HR \t‘iili tillillicx l‘:.’|f'll «Ii-[iui‘iiiwnl ”in".

iko-iiiig man wants- tu gcl :It'qll-ill‘llf‘fl Willi tlic

i'IIsiniiici' llllllHi‘lf Sn lli‘ ::ili'il iii .‘lilil limits

on illt' iitilitv cxcciiiixc s clcsk in behalf of his

liimliii-l,"

I 'l‘liiJ: ivimi clmiiix iiic I'llillolllH lists Ian-t

li‘llfilil uf iiic iiistmiici": lll'iif‘iil ii~ uniiic i'c

spci-is as it has set iii» lll“ ilcrciiii'nliruiinn sfrz.

'tcm (‘ci‘tninly it is tiiic that top i: ii «.iiiciziis

iKIlPltfl git-zit amounts of liliH' and effort in

licmliiiig ilic ill'l of iiiziiingciiicnl and siicci-

lfiealiy to gct across ill" alccciiti‘u|i/.:ilimi piiiln

prhy. Some critics claim decentralization has'

ibeen preached as dogma. l



 

“The theory is that all those staff people in

New York will look at the over-all problems.l

think about the future and try to be helpful to|

the operating departments." says one 'for-i

mer G.E. executive. In practice. he claims,_

the New York office floods the operating de--

partments with more material. on management}

and other topics. than departmental off1c1als]

can find time to read. "The more peOple you!

get,” he says. “the more reading the operating.

man gets and the more difficult it is to under-.

stand.” _

As a sample of the material departmental;

executives must peruse. consider this para-pl

graph from a paper recently distributed by the

New York office: “In a centralized organiza-

tion the decision structure tends to be one

where the decisions at the top are non-routine;

and value sensitive: at the bottom. routine and;

value insensitive. On the other hand. in a de-i

centralized organization. value sensitive and:

value insensitive decisions are made through-f

out the organization at all levels; it is the,

breadth and complexity of impact which tends:

.to decrease from top to lower echelons in the;

organization."

A long-time operating manager claims?

”When G.E. established a definite pattern for3

organization in a department and insisted on!

it being followed. it tended to stereotype the?

type of individual who ends up running one of:I

these. businesses." He claims that when man-f

agers are appointed “they usually are the type;

who'll go along with the system: it's conform-i

ity. so to speak." This man maintains that!

within other companies "some managers arel

highly unorthodox—yet still very successful."

Miny Separate Staffs

One tenet of decentralization is that each

department. in order to operate as a business.

should have all the tools or services available

to an independent company. This has meant

in practice that most departments have hired

their own people to handle such staff assign-

ments as finance. marketing. engineering. and

public relations. G.E.’s directory of ”Press Re-

lations Personnel." for instance. rises to 26

pages.

Consider what happened in 1956 when

G.E.'s Hotpoint division was decentralized into

five product departments~laundry. refriger-

ators. television. ranges. kitchen appliances.

,Tiie number of people in “finance" rose from

£300 to about 520. according to an executive in

the division at the time. A Hotpoint spokes-

man admits there was some increase but says

financial personnel have dwindled again to

"about 300" now. .

One former department manager says:

"When you get one of these lovely organiza-

tion charts with all the little rectangles in it--

for the staff positions—you tend to fill them

up with people. whether you really need them

or not.”

Those who insist that G.E.'s decentralization

went too far claim department managers tend

to take only a short-range view of their opera-

tions. “The manager worries too much about

his immediate profits.” claims one GE. man.

“His view gets too narrow. He neglects to

 

 

 concentrate on new areas th'e‘company ought. :

to be inciting into."

[must as leased .

One G.E. scientist claims the .

outlook of managers is curbing research at

the department level. to the detriment of the

corporation as a whole. He says that about a

year ago a memo on this subject was sent to

all research and development sections within

departments. The memo said G.E.'s product

(the company's slogan is. “Progress is our

{most important product") was running into

,troubles under decentralization. The scientist

says the memo laid the blame for the problem

on department managers' reluctance to en-

danger their profits by going out on a limb

for advanced product research.

The memo proposed a solution: Department

- managers could ask for specific funds to carry

out risky research projects. This scientist

laughs at the idea. He claims no department

head will put himself inthe position of saying

a given research project is good. but too risky

for him to undertake within his budget. “As

far as I know. no department has requested

extra funds.” he says.

G.E. contends this account is a twisted one.

The company said the letter was sent out

“largely because some members of the Execu-

tive Office wondered if maybe there were some

risks that should be Underwritten at the cor-

porate level rather than at the decentralized

business level."

As the company suggests. research at GE.

is carried on at various levels. At the top.

C. Guy Suits. vice president and director of

research. heads all G.E. research including

the GE. research laboratory in Schenectady.

Indeed. G.E.'s over-all engineering and re-

}search have chalked up some remarkable ac-

; complishments in the post-war period. To take

gonly a sampling: Artificial diamonds. a com-

jpiiter system for the banking industry. tiny

;flash bulbs. the guidance system for the Atlas

imissile. and a. system to desalt sea water.

But the scientists who gripe seem to center

' their criticism on the attitude toward research

at the department level. One cites the Val-

lecitos Laboratory at Pleasanton. Calif. which

is trying to reduce costs of atomic power to

make it more competitive with conventional

power sources. He says he has heard one high

official in the Atomic Power Equipment de-

partment. which runs the laboratory. describe

it as “an albatross" inasmuch as it costs the

department a good deal and has not been

‘bringing in any substantial returns in reactori

sales. which have been slim throughout the.l

industry.

Another Research Problem

Narrow departmental focus raises another

research problem. says one GE. scientist. “I:

has almost halted interplay of ideas among

scientists working on products. in different

ldepartments. he contends. "Nq long ago.‘

 

 

 

Isomeone in another department wanted more

[than two hours' help from me. I asked him

whether he had a ‘shop card' which would

have allowed his department to tiansfer funds

to my department for the time that I would

have worked on his project. As a result of;

such old tapes. communications between even'

closely related departments has dropped toi

nothing." i
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I). m M.m. that

ll. menu-es its mangers h an. other

areas besides “profitability": Market position,

productivity. product leadership. personnel de-

velopment, employe attitudes. public responsi-~

bility and balance between ”short-range and;

long-range goals. Indeed. he has stressed re-

peatedly the importance of balanced perform-

ance by managers. insisting that they should

take into account the interests of the public

and the customer.

In ‘a few cases. GI. has backed away from

decentralization. A couple of years ago in the

Aircraft Gas Turbine division there were two

departments concerned with jet engines-one

was an engineering and development depart-

ment, the other was a production department

which turned out the engines the other depart-

ment designed. .

The division manager who was responsible

for both departments was out to cut costs. He

looked at the two departments and saw that

each had its own marketing, finance and en-

gineering staffs. Deciding there was much

overlapping and duplication, he consolidated

the two departments. Result: He was able to

pare his staff of non-production people by more

than 800 and shave his costs by :5 million to

so million a year. Remarks an admiring aide:

“This also made it easier for the customer

who had just one marketing manager and one

engineering manager to deal with instead of L

two." ' - . '

Another consglidation: Hotpoint and GE.F

ippiiances have been serviced by one facility

n Indianapolis for the past year. a departure

.rom customary practice in which both applio

ance have their mm 5

G.E., ’ the sieve nae-a; as «m-

i;- ‘- A . '
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