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CTAPTER X



DU AN OF SOTRFPINTR MAMAG PN

¥ore than eny other individual, trederiok Winslow Taylor is
responsible for the system known as scientific management, It theree
fore soens fitting to review brisfly his bdackground as a setting for
the systom,

Taylor wag born §n 166 of Philsdelphia Cuaker parents, end was
employed by the “fidvale Steel Company in 1878 as a laborer and latsr
served his apwrenticeship as & pattornemaker and machinist, Subse=
quently he worked as time elerk, machinist, lathe gang-boss, assiatant
foreman, magter mechanic, chief draftsman, and came to be chief engineer
at twentyeeipht, Suoh extensive, practical experience {(during which he
attended collers in his spare time to further preparc himsslf) ecquired
in so short & time, idontified him as & man of extracrdinary enerry,
dotermination, and purpuc: &

From the time Taylor becams lathe gang<bcss until he rose to fore-
man three ysaras later, a curfous strugrle took place in which the pere
scnal friendship between the foreman and $ndividual worker was orcssed
by the bitter strugrle detween the foreman and workmen as & group,.

The latter scught to rerulate the quantity of work produced to prevent
traditional rate-cutting, 1Iu this strife he was fortunate to have the
ownars' conflidence, primarily becaunss his upbringing was not that of
the workers, as he was from an upper middleeclass family, Also, tho
fact that he 414 not live in the worksr community precluded his being
subject to the social rressure that biassd other less fortunate supore

visors, After he was made foreman, sevsral frisnds asked his advice
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in regard to increesing output under the prevalling price practice.
Re told them, friend to friend, he would resist if he woro in their
position ss 8 worker, ‘'oreover, he was certain thet the almost cone
stant daily pleceswork pay (due to rate outs if too much production
raised wares substantially above the customary averara) was due prie
marily to mnapement's lack of knowleige as to what constituted a
falr day's work,

Accordingly he pesrsuaded his employer to sponsor some special
studies with respect to a falr day's work, e as¥ed this on the
strencth of his fine rocord of having increased production where
countless others had falled, Initial studies to detormine eriteria
for a reascoadle day's work led him ultimately alonz two lines of exe
perimentation, One related to the tools, machines, and mteriale
(metalecutting) and the othcl; to the workmen's methods of handling
these tools, machines, and matsrials == tims and motion study, The
first saries of experiments was contimued at Tathlehen Steel, and led
to the discovery of highespeed steel, revolutionising the art of metal
sutting, Mt of these exporiments grew the aystom of coordinated shop
mnagenent later Imow as soclentifie management,

Taylorts convictions were transformed into expsrimental conolue
sions substantiated by gystematic, organised notes made for seversl
of his own and others' exporiments, At Bethlehem, ho increased &
man'e pig iron ear loading capacity from the prevailing 12,8 tons daily
avarage to 47,6 tons, double even the most optinistic estimates of e‘om-

petent supervisorse Bethlehem ghovelers reduced long ton handling



costs of ore fron 7.2 eents to 3,3 eents, by scientific shovel geloce
tion, increased pay, and detter work planning, Ynder Taylor, thirtye
five womsn ballebearing inspectors performed the work previocusly
handled by one hundred twenty women, and with sccuracy improved twoe
thirdse Additioml advantases wsre doubled pay, 10,6 hour days reduced
to 845, and four epmoed rest periods daily, In an above-average mchine
shop, Taylor proved that an avarare machine (a lathe in this csse) pro=
duoing satisfactorily, could be changod and refuleted in regard to drive,
operated with the ald of a speciel slide rule, and thus yleld time save
inre 2,6 to 9 times the existing wraugu.l Gilbreth's classio dricke
laying experiment increased the old gtandard of 129 bricks per hour to
a new fizure of 350 par hour, all of which was accomplished dy improve
ing methods and oqnimem.t

Throughout all these experiments careful selection of workers, train-
fag, and job changes for the unqualifiol were necessary, Also, the coe
epsration of woerkers was consistently mintained, because Taylor mde
them feal that he sincerely had their best intarests at heart, In addie
tion, their pay was incressed and opsmatiomal d4ifriculties were romoved
by management planning and new facilitles, All the existing aystems of
mnagensat gllowed the men generally to "select themselves", which free
quently resulted in gross misplacemsnts and resultant low quantityequale
ity autputs Thelr correct placemsnt was in the best intsrests of all
concerned, In the scase of the pig iron loading, only one ocut of every
eight men in the exiating crews was physioslly able to maintain the
higherepald 47,8 ton daily ocutmt, Those displaced were transferred
o jobs for which thoy were better qualified,}
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Taylor loinel the American Soclety of Mechanical Engineers (AS'E)
in 1886, The same ysar Iy R, Towne, president of Yale and Towne 'anue
faocturing Company, presented a paper entitled, “The Sngineer as an
doonomist™e Towne pointed cut that manngement 1s more than an expres-
sion of executive ability, To insure good wanagement, executive abdile
ity mst be jJoined with "a practical kunowledge of how to cbserve, ree
eord, analyze, and oompare essential facts in relation to wages, supe
plies, oxpsense acocunts, and all else that enters into or affects the
esconowy of preduction er production out.'z

" Of the mumerous paners resented within the next ten years, Taylor's
"A Plece Rate Work Systex", offerel in 1F05, was the most notable, It
sophasised his differantial plece rate rather then managarial principles
{mplied but nut apecifically expressed., Taylor was more than & little
disappointed to see his hasic 1deas fail to gain recognition,

"Shop anagement” was presented and discussed at the 1507 moeting
~of AR'3e In thias papor he attompted to correct the impression of his
wecedinz work, "A Pleve Late Fork Systex", Ue specifioally set forth
the #ix basio principles of his version of soiatific manugement:

1s¢ The objective of good manspement §s the combimation of

high wages and low unit sosts,
2, This odjective can be actieved only by the apvlication
of strictly scientific methods of research and expsrie
ment to the study of the detailed prodlems of mancgement,
3¢ The cstablishment thaereby of laws or orinciples which mey
be expressed in standards of mrocedure that give control

o? operations,



4, Tho sclentific salsction of workman, matarials, sand
processes, and the establighment of working conditions
to meet the requirements of the standards,

Se The solentific training of the workmen to improve the

application of their skill in mccordance with the
standarda,

€e 7he estadlighment of such intimate and friendly coover=

ation between mararsmant and worksrs es to insure a
etability of the mychological enviromment of the shop,
which would meke possible the application of all the
principles above end the utilization of the mechanigws
to glve them effect.

e Le Gantt submitted an article entitled, "Training Workmen in
Yahbits of Industry and Cooperation™ at the 1908 AT convention, Cantt
wms strongly opposed to arbitrury, autocratic acts and decisions on the
part of management, Consequently he stressed ths dovelopment of goode
will between employers and employeess Iiis approach was to insist that
workes's® offorts resulting in lower unit costs should be shared with
these workers thru increased worker earnings, e strongly bdelieved
that driving and exploiting workers must give way to a policy of leade
ing and toaching, to the mutusl advantage of all concerned,

8y 1911, Herrington “mersom had differed with Taylor in cne ime

portant respect, i, e., plant orguniution.z

Heth men apreed inscofar
as ths following pri=ary bdreakdown was concerneds
1, Analyels 2nd accurste estimate of productive slemants

and preventahle waste,
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2. Standardiszation of obtaimable parfor-ance maximums,

3¢ Incantives dovised to show smloyaresmplovee intarasts

are parallsl in attaining or hetioring standards,
Teylor'a orpanizetion modsl wes a highly epacialiszed, well-defined
ssaf? type or "functiomnl force” heving two nriqmry divisions:

1, Planring

a) order of work clerk

b) instruction oard clerk

c) time and cost clerk

d) diecinlirmrian

2, tacution of operations

&) gang boes

b) soeed boss

¢) inspector

d) repalr boss
"nder this type of crpanization each worker reported to all eight of
the shove specialists, at different times, depending on what kind of
help he needed, Taylor chose ruch an organization becsuse he was cone
stantly imnressed by the difficulty in obtalring in the individual
suvorvigors the voried and special inforration sand the different mental
and worel qualities necessary to perform all the duties necessarily dee
manded, ''is orgenizstion ellowed no half-measures in order to function
satigfactorily,

Fmeroon went back to the old line-type organization bhut supplemented
1t with experts to guide, instruct, surpest to, and counsel the regular
line officialee This we & compromisd with Taylor's extrems functional
orranizationetyps, and is quite aimiier to current orpanizetion philoso~-
phys It $a bhetween the ripgid line type and the highly fluld functional

types “merson directel thet any riven oparsaticn's circumetances be



dealt with by Lls 1%a9 exscutives, sumorted and alvised by staff
off'iesra,

The torn "sclemific mmrgamant” wes firet used in Taylor's book
*orincinlos o fclentific "Eruzemont™ and {2 the fpeciel Youge fomnite
90 hoaringe {(wao Mhartar 17) initisted Ly orga=ized labor to survey
the affeot of Ta:lor's methols in tie Watortowm Arsommle DTublic intere
est decama inrtomme, suzteine!, ard & source of comsldorable spirited
disocusesion, 'is Yool: was translatel inte seven foreign lanpuazes.

The edvarsa, unfortuncte of'fecte of the veriol following the rubde
licising end pomlerizin: of sclontifio rmeuagoment may be atiributed to
sovoral factors, VForomost wes the revorting of the rosults of three
vigwpointes

1. thona who worn sincore hut conssrvative dus to pro”ossional

ethice

2. those hiased by the deeire to find controversisl, reudiate

{ry evidence

3¢ those biesed by rroconceived philosort:ias
Craft union orposition eclzed on unforturmate, publiciged {1lustraticns
and statements «« taken out cof their cortert or distorted,

The outdbree¥ of ¥orld Tar J, vhich just preceded Teylor's death
in 1015, caused a gudlen demmrd for prciuction that cmught his followsrs
unmwrepared and witheut sdequate mathods, Zmerson's aprnroach was more
renrid than Teylor'a, vhoes secret wee continued prorress by evolution,
rot revolutior, Ths sudden demand fcund mary selfegtyled “efficisncy

exports® gervire in a manrer thet broupht undossrved aduss and
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criticism to the true ovnonants of betisr ranncement from thoee whoe
falled to distinpulish betwean tho compatent and ths opporturists,
Tarlor hirsoelf =~ndo rtatomonts to the effect thet incrocsed incentive
ray reximwe shonld be alfxtr sreomt of tho etra effort return boe
canga "1t doosn't do for moct man to pol rich too fest", Tha etate-
wontts arbitrary quelity concqale the logic that the monns of sttaine
inp the etra ocrtmt should ba mid for in addition to masgement's,
stockholdare?, and customon' lorical claims for shares,

srothor urfortunete an? portepe incomplste sgtatement rmude by
Taylor was, "dhat ccnetitutes & fair dav's work will be & auestion
for solentific invastiration insteed of & mhject to he herpgained and
haprled over,* At presont ssclentifie investipation seems more nearly
o mears of ratucing cuasswork in repard to & sublect whers collective
hargaining is now standard srocedure, In the Wotartomm Arsenal heare
inze Taylor recognized the naed of collective terrnining by stating it
wns neceasary to meet ledor halfway,

Pespongihle, but voorly informod, socinl scientists oited as axave
nlas of manapgsment'a tige of the system, varions ins*ances of speed-un,
sacrst timeestndies, and rate outtinge This elearly highlighta the
difforornca bhotwasm adminletretive policy 2nd operative manspement. The
raneo oritician my He directed sroinet any systam of menapanmnt, which
morely pwrforms in accordence with the Adictates of forrmleted volloy.

Incontive or efficloncy rewerds wore primary constidarations in
aither the Taylor or Snarson svaters, “asloally, wars incetive plans
ars of two ganeral types, straicht plecea work and =wramium or honus

schemes, Pieoe work is the older and usually orovides for incidental
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noneprodictive intarTupiiciuse Feilure Lo provids for urususl, extone
sive intcrruptions tojond the oparutor's coutrol end jJecpordiszing his
income security heg been tla wpunl shortcordng of this typo o incene
voe Ste most oljuclionablo nuture fs the embloyer praclice of rete
cutiing when the Jcb cortent hes rot changed to Justily the c\:‘c.s

Uremium peyaonts have been devised Uy munorous indlvidusls end
rroups, but tho sumrute, dlstlict types are sorwwhal fewar in number
duoe to a minor change beling the basis for & new titlue All have one
common, distinct claracteristic, ramwwly, a gurranteed base rato wltix
womuinm peymants for sroluction Seyond an estublishel stundurd in unita
producad or mwoduction £ime raguireds In cus9es where individual worker
outmut cannot be detarained, group incentivae plans have bean devised in
which the group bems $g divided 4n proportion ¢tc teps rates ani time
workal,!

IL S8 estimntal thet in 1747 rmore 4hen hall tlo worlere omnlcored
in nroduction processes were undor eoma form of fncentiva gyeton, Avere
ero incentivo earninge in throo industrioe surveyod mroved Lo ba twolve
to olghtesn ver cont Lilgher than hourly enrninge of de; worlers in the
&samMa irluim:t‘.x‘ima.6 In 104C, thirt «f'{ve youre after sciontific mansrew
mant wus devoloped for uces Tre Yamn (laun, Comisglionur of lalor
stetistlcs, rove ous of tho Lest current d4.0initl omxcs o the taeic
roquiremante for rmesimun productirity «- a dofinltion which is unmlstake
«bly 1like those of "urlor and Swrsong

ls sterial flow fres of dottlcnec!s,

24 ‘odurm ectiomoent and moctanlzation,

3. Imnroved swthodee



4o iigh vclumo sales tc mele possiile hiphi productivitye

Ge ‘tiorale to boost nroductivity,

In the light of the aculovonaits, it ssve Guite arpropricie Lo cone
cludo thet America‘'s most significant contrivution to the industrial
rovoluticn ia sclantific manaponent,

The hLest of typicel msuagemumts, Juet orior to the turn of the
contury could wull be turmed "iLitlative und Incenlive”e ‘n gave
tholr best (broudly, initictive) tc utilize tho rees of truditiomsl,
"ruloeolsthumb® koowledro irmperted to them by verious methodse 1In
rotura the worker racelvel varied, prerorticnal fucentives iun tho form
of promotions, shortor hours, hipgher wapoes, good work' ng corditione,
incontive ey, and "purscisl considerations®,

& coemurhoupotwun the traditiorsl end sclertific or new rarspoe
mont erysters reveals gix priqary differancess

le “he row syctem gssuqus rosvonsibiilty for pathering o1l

twrorration parteining to & Job and meking 1t evallcble
for use by clessilying, tabulativg, end reducing it to
rulos, lawe, ard form.las,

2o The nuw gyntom provides Ltat tho worker slall Ye sclentifio-

ally sviected aid truired,

Se The sclentific molhod stressse cocpyrstic: hoetwoon wurkers

and munapawnt to facilitato oporstiors,

4, The 4rediticnwl systen kad cegigned mulor uffort end resnone

sfLility for performunce to tho worker, whoee cnly recourse

wop perfor-ence e&s Lest he Frnow how from poarscial exnasience,



feientific manapgement advocates & logical division of
effort ani responsidility betweon management and workers,

Be Treditional manapement had =mmde some slight use of the
first three points above, dut novsr had considerad them
importent, As to the fcurth point, the work problem was
"up to the worker”, rather than heing the rnpoﬁsibil!ty
of managensnt,

€s Sclentific manapgenmant's basie mronise ie the task ides,
planning, as a minimum, each tomorrow's task todey,

» Solentifie mankgenait, especially in 4te current form, is more dae
pondant upon real leadership than the less productive, oldar systems of
‘ managenent, The art and science of managemont are dofinitely distinet,
Also epparent is the necessity of enlightened sources of adminigtrative
policy davelorment, for here rests the ultimte determination of managoe
mont authority, It would he well to recall Taylor's statement bofore a
Special Jouse Committoe in 1911, *If the resulis of ny work were mersly
to inorsase ths divideands of mamufacturing companies, I certainly should
not devote my time to this object, Sclentific ranapement 1s for we,
then, primerily a means of battaring the condition of the working pooplo."7
It 1s the author's opinion that the art of scientific management lles in

the handling of the hu—man aloment inherent in Taylor's real objective, -
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Although 46 15 4o il {adustriul mathods ia this couniry sure
puzs siqdler c.c dovramts 1 ey q‘..?mr couaLry, thess i:; Nud G aLaY-
luta nocassity for v noro sclalifio mubhod of mnngrwat in i .nfm:s‘cry
to k290 pece with cu eccaory and $0 meat the clallunge of unlon lubor,
fareful conaldoration of the facta camiot but 1l 2o the conclusion
Lict if mory scletific matholn ef mmnazamant wery universally samlied
to Indnatriul opwetlious, the develommnt of $huls sclsnce woald ba the
moet Imporiant elrevice 1n fatintrs sincoy tha Introliction o Lhe fectory
syt end powss mcldzo e Tho Techs o selatiflc mvewzyint era
Yartald in acadenic taxtboolr and technical troetisess Thiece facts
should be Lraight to 1isht and mt 1740 forn for miblic unlargtanling
snl aocontenca,

For otho uct 2U0ty yearsg or more It hwa boon w wroredl Wl tol gone
erally Imom Juot Llat tho use of selsanbtiflc manegamont mothiols in
Indugtry rasulte §a LiZwr wepes, sted emiloymet, grontar nroduction,
lower unit costs, lowur g9lling rrices, brocdor murkots, cal incroused
arolitize “or a vorificalion of this cloin reforoence nexl only be made
to the reartahle accomnlishmbe of Fredu-ick Tinslow Teylor (105€<1216),
Torndar of sclomtific -«nnn‘;armnfz,— anl Lo thae cubsoquoent work of a mumber
of inlustrial zclontlets who follmrol him, mich ag Tarth, tontt, 0ila
broth, “morsen, and nny othiars vho, colleciivaly, contictad tlh.ourands
of axperlisants witiln £hg nlonts of our It resgt en? Coromost fadustries,

ring & morled o ahoud slxty yovws the princirzlus of asclontifie

managenant havo Loon in the nrocess of develomment, and during the vast

elle



thirty years have been anplied in some phases to & considerable extent,
Today, complote scientific management is in operation in only s very

few corpanies, Certain phagses of it, however, are being annliel in s
large number of companies, WVitness after witness cotnectsi with manage=
nents who employed thece xﬁathod;, testified before & Special House Come
mittee in 1911.12, ani prosented an improssive array of faots concerning
results attained, ~w greatar productivity, greater profits, hishor wres,
and reduced prices to the oommmer.7 A dofivition of those methods s
equivalent to a Qefinition of solentific managewent, It is the attaine
mont and scoordimstion of a m}_ utilisation of huwan ability and

enorry plus an optimun utiliszation of technolorical rescurces and facilie
ties, Justified by accurate, solentific analyses and measurement,

It $a obricus to the Intorosted husiness ohserver that we have now
entured an ora wherein new and strgngmwnding sorvices ;uoh ag human
relations surveys, managoment audits, intereal mabdblic relations installae
tions, indatrial reletions systems, uﬁd manemachineshour utilisation,
are i:oom&ng essentiale in 'tho development of ecund organigation, 1If
this era is not to be continually confusing, it requires thet ganrnicut.
mnagemant, and labor be mindful that ehc!} cooperation toward & common
csuse is vital to ouP industrisl supreracye As & mattar of faot, the
actual interests of menagenent and lador are mutual, one being unadle
to prospor without the other, o one has yet devised a way of produeing
goods without the application of human effort, i,e., work, TFeither has
anyone divined a method of meeting the compliocated needs of presenteday
11fe without manapement <= gince the things we make and market, the manie

fold services we as congumars require, demand psrformance by grouns

olie



whose multifarious efforts sust be coordinated,

Yanagament, on its side of the fence, hag been vrone to belleve
that higher wares, pranortionate to present living costs and to stande
ards of education and health desired by labor, will increese their
profuet coste and decrease thelr orofits. If managemsnt were convinoed
to the contrary, that in fadt after the propor applicati-n of scientie
fie management mothods to ite businesys it was proved that the onposite
is true == namsly, thaﬁ 'highor sarnings and wages controlled by normal
standards of performance and wroper incentives (both financial and none
financial) would increase thelr profits and decrease their unit coats e
manarenents throurhout the country would gladly sanction highor wags
soales vlus increased sarnings resulting fros equitable incou!:ivn. A
rmimber of these points are illustrated by the case in Chanter III,

tabor, on its side of the fence, demmnds hicher pay along with
better working conditions and methods, In adidition to this, the avere
are worker cherishes the desire to participate ih any incressed finane
" oial succeas of the company for which he works, to the extent that he
contributes towmrd production over and above management's dreakeven
roint, The average worker wishes to bescome & partner with mansagement
inso’er as his rartioulsr woark is concerned. le desires to be appre=-
ciatel ss an integral part of the company which employs hin, Indica«
tions are that the worker wants to be naid, first, an equitable “ase
comnensationy secondly, an incentive over bage pey for good production
sbove standard parformances and thirdly, sows tangible recognition of
productive 1deas or inramiity contributed by him for ths henefit of the

companys
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Integration of the sbove views of manazement ard lebor can be
accomnlished to the satisfaction and benefit of each, To be eonvinced
of this fact, mnagement and labor mist see, by actusl exemwple, the
result of thelr cooperaticn dy the application of sclisntific managemant
princivles and roalize that such apnlication cartainly can and will be
o? bhanefit to all concerned.

The majority of irdustrial mancgements, as the; themselves well
know, today employ indiviiual phases of scientific mmnecement in a
riecemeal fagiiion to accomplish certain specific reeulte, Likewise,
rany labor uniong are roalicing the benclits to thei;' nenbtiers of the
ure of certain phases of noro sclentific methods of menayenant, The
difficulty {nhores in the {ect that managaements erd lebor urions do not
know enough about, utilize, cr correlate all the phraes of sclientific
managentent which are cecessary to realize a high standard of living and
industrial producticn, lFurther, managements and labor unions have not
as yot developed sufficiont vision to cooparate in this cormon caunee
There 1¢ talk of it, but 1little or no action,

1t may be helpful to liat a numher of henefits thet would rasult
from mmargoment and labor participating Jointly in a mors z2cietific
approach to the solving of thoir problenss

1, Increese in productlon in proportion to equitabls wages

sufficiont for a hizh staniard of living, seocurity, elue
cation and health for ell workers,

2+ Improvemont in manmufacturing methods and procedures.

3s Imvrovement in working conditions,

«wlfe



4,

e

€e

Te

B

10,

11,

12,

Tnersase 4n man<hour and machine=hour (hurden and carital
investment ) nt.illnt!on. |

Decresse in meladiustments or strife, i sny, existing
betwansn ranapenent and lahory great influence tommrd coe
opsration,

fetablishment of oquitable monetary incentives and social
benefits for workers in considoration of production snd
{deas profitable to monagemant over ite bresakeven polaot,
Impravenent in work metheds, thus decreasing fatipue of
workers snd resulting ;n batter work parformances
Doeroase in unit coste as a result of ths foregoing denee
fite,

Rroadsned warkets and now uses for mamfactured oroducts
s & result of lowsr unit costs,

Increase in eunloyment as a result of increaged sales,
Develorment of the understanding betwesn management and
labor, throurh cooperation, that thair intsreste are
mitual,

Insurance of Amsrican industrial supremoy,

These benafits can be re-~stated in snother way, classi?ied accorde

ing to the recipiaents of the benefits,

1,

2.

For the Tations an economy stablilized through managemente
labor cooparaticng maximun emnloyments industrial
sunromacyy highor atanderds of living; sscuritys
better education and health,

for the Cwnars more profitsy satisfaction of boneficial

acoonmplishmant,



3. Tor Cperating "ampoments lower un!t costs) wider merkstsg
incrosssd salas,

4, For the Yorkers hirhor vares, rore fchas 7o strife; intere
o8t In work; battor living and workiny conditicnas
aducation and hoal th sitandarde relsed,

8. For the Coasumery bettoé oroductsy lower =rices.

The writor's expsrience in a widsg variety of commeniae s cone-
vinced Linm that & proper parepective end aceentence of the plece of
tuman relations in eciontific menssomont will contribuis vitally to
tha gooparstion go essontial 40 tha achisvemsnt of the henefits supe=
racted abavae,

Actuel caso studles o7 com>enies whers sclientific mennronent prine
cinles and nathods have bawm apnliedi with some darrne of comnlaetaness
would be invalunble as ails in gnreadine the "rosaml”, As %ho writer
sces 1%, whan the Continuiny FEduoation Service of "Hchiran State Collere
has baocome firaly esiahlished and fts servicas o inturtry welleacosnted
by the genaral public, 1t will he 4n &1 excsellent position to oarry on
some exporimsnts end develon omss studies o thls tyna. Dnta could de
derslopol that mipght very well have revolutionary effects on industry
in the Ctate of ichiran, not to mention siznificant implications hee
yong state bhoundaries,

"Mohigan 1is ome of the lemdins industrial states in the "nion,
having well ovsr six thousand manu’acturing plants of various sises,
i1t offers oxcellent facilitiss for the indismitable proving of the
mﬁbllity and soundness of sclentific wanarament, Civen a few receps
tive small and mediunegizod comoanies, plus the extensive resources of

the Collere attacking the problem from the impartial, scientific
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standpoint of a trua {nstitution of hirher learning, fruitful regulte
should be forthcoming, The antire mur-oss would be to develop models
that could ba used as traiuinz devices in ianroving ths managsaont of
othiar commanies,

Yo amcunt ol theory or worids can takes the place of an actual
picture or sxannle of whati can he accoaplisliel whan comon anpracistion
of ths mtuality of humen irtareais causes managament and labor to coe
ovarates. Tha developmant of such examnles as ere mentioned above,
will provide the opnortunity, with the s»onsorshio of the (cllere, to
prove conclusively to ranu;ament and labor that their interest are mute
val, and thet they can wurk torethar for ths ovrofit and henef'it of
each, The results of those exsamnles will iniluence other counpeanles
to {mprove their cvoerating standerdss The potuntialities of a stute
orogram can croats industrial accomplishment far ataeal of eny othar
state §{n the "nion,

In the finel enalysis, whon sclientific mimponant 3 undorstood,
it 1s simple and emsyr, 're ‘Woerstt I, arriu, fornerly CLie’? Industrial
snpineer for the Atlantic lufining Commaay, once declaied to the writor
"Solantiiic Yanrramont {s one-tiird common sanso, one=third ordisury
ability and knowlaige on tho mrt of wmanagsient and labor in azy given
industry or trads, and cns-tiird selontific analysis, anolication,
Justirication, and coatrol”,

A clearsr und rstandiog of the enolication of both ihe sclence
and ar$ of manezoment (knoludiny the function of huma rolations) gan
Hest be attained by tha exanination of an actual cuse etuldy, Chapter

111 1 intended to se:rve thils murnosa,

olle
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'V“."YL‘-f p(a-n,-pn rrvn};_ﬁfv, p‘ p‘u"ﬁh Laloande +'d

"his cree eame to tho writar's attention in 1244 whan the War
Tahor Toard wna gtill in axistence, Tho Tacte of the enss are suhe
stantislly true es raleteld, Wt all namas are fictitious,

The iorgoa Commany, located in upner Faw York “tets, manifactures
stael wira mrofuste, snd wns founded in 1P45, A% thg tiwe of this
case 0}d Clint “okcna waa proridont and gnle owrar of tha antarnrise
vhich had baen founded by his rrandfathor, 2k tha third togcoe ine
haritel his fnthar's mentle 4w 1214 {1t wnn & rejred one, “he father
bad speculatod with tha firm's agasts in the menay panic of 1907, which
laft the commany in & greetly wwkansd conditlon, even aftar savan yenrs
hal elansad,

Clint Roscoa’s mko.:n weg ouite aimilar to that of his grandfether,
o vas shrewl, resourceful, and nossessel of & tenacions detsrminetion
whon workinz zowmrd an choge=n objsctivae, At the cuthreak of rorld %Har 1
he want ¢o "mpland and ba~snd & sigable war contract for harhed wirs,

In ths strergth of this he wan able to borrow adiitiomsl monay from the
local dank, Cthar war contracts followed and the end of the wnr found
his compeny in exeallent financial conlition,

Shea businezs slummi in 1921, he hourght a emall mmmifacturing
plant next door at & barzain and then effectsd oxtensive alterations
to dovetail ths new acquisition with his own operations, and to propere
for i{wmoroved business, In 1929, intsrasts $dentified with the local
bank offared him £8,002,70 cash 2ur his comoany, s held out for

$3,000,000 cnsh and & places on the bank's board of dirsctora, Aftor



conaiderabla dicvering his tarms wars finally accemted, and in August,
1929, he 80l4 ocut, glrinzpg tho naw ownars the ripht to continmis overte
tiona undor tha same conmany name for tan yeurs.

At tha bazinning of the ensuing 4 pression ioscoe bought a controle
ling interest i{n the bank for (1,530,000 eashe 3y susmst, 1232, tYs
loscoe Comnany had almost comsedl operations, Orders had fallen of? 707
from 1929 and the labor force had beon cut to one quarter of its 19239
sizes, Three months later tue comwmny was forced into bankrunte, and
Clint oecoe was apnointel regeivar, In tiha logal proceedinrs wilch
followeld ioscoe manaced to reznin control of tis company for 12,300,000,
2t this tiras there woere two other manulaccurers in towm ek ng nlacale
lansous stvel prolucts, Ile bougit both outright or a total cash outlay
of 52,000,009, Tith the tiurws ccimmnies he controllsl, in normal tinws,
about 80’ of the town's lubor force. The othsr 207 was accounted for
by the service tradas,

In 1933, after he had opullel nis bank through the naticnwlile finane
clal crisis, he establishel his plant weze lavela st 157 adove ¥PA rates,
Just snourh to discourars workers froa golng oa rellsfs [le then incore
porated his two new manufacturing nholldings into tihie iuscoe Coupary as
Plants & and 3, e oconductad extensive altoraticns and purchased a cone
siderahle amount of new machinery and oqui,m'nant. Yo hirel three expare
fenced fniustrial ergineers as plant managers, with: instructicns to put
his plants on an efficisnt cperating basis, costs to be cut tc the bone,
Roscoe told thnm ho ex-ectal business to irprove witidn elght or tsn
months and he jmntei Lis company to be mropared fcr a subatantisl ine

orsase in ordars,
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s memagers worked well as a tﬁm and met with him once weskly,
Yithin three months they had accomplished the remarkable feat of
establishing an average commany breekeven point at 407 of capmcitye
Some of the factars eontriduting to this success were &n averare hourly
wage rate of 55¢, modern plant layout, careful routing of wmateriale,
tight production standards based upon the performance of the more effi-
ct;nt workers, companyepanerated power, nswlyebuilt railroad sidings to
ths three plants, and long«tera requirements contracts at low orices
with gevaral important vendors, to take effect in six months,

mdr_son inproved for the eompany far bayond what had deen anticil-
pated, Production incressel steadily until §t averaged €77 of capacity
in 1930, DBy adhering to the origiml policy of keeping expenses at a
ninimum, including an average hourly wage rate of 70¢ in 1939, Roscoe's
mamagers (who were mid an annual bdomis based on thelr efficiency) hed
expanded company profits enormously, Clint Koscoe's personal fortune
had elimbed to §15,000,000,

The plant managers felt that a large part of thelr success was due
to the fact that they had the lsbor sltuation well {n hand, D'solipline
among the employees was satisfactory, for seversl reasons, First, Roscoe
enjoyed what amounted to a local monopoly of labor, Secondly, his manae
gors had inaugurated a policy of disoiplimary layeoffs in connection with
the maintenance of production standards, One hundrei porcent of standard
wmg requirel at all times, If, during a given work week an opsrator's
of "1oiency averared less than 1077, and was attributable to any cause
other than verified 1llness in his imwediate family, the opsrator was

warned, 17, during the thres weeks following this warning the opsrator's
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production sgain averaged less than 10077 in the same manner, he was
1aid off without pay for two working days. If, during the month ime
nediatoly following his return toAvcrk, his production fell delow 1007,
he was laid off one week without pay, Following the lattsr psnalty he
was reguired to maintain at least three montha of 1007 oroduction,
Ctherwise he was dlschargeds Also, the plant menagers had on a few occae
sions imported a smll emount of colored labor from Tennessee and Ceorpia
at rates as low as £E0¢ per hour, to replace dischargeid looal workers,
YWhen Forld var 1Y broke out in September, 1939 Cliat Rocscos again
mde & trip to Snpland and brought back three largs war contracts for
& variety of ateel products, Forsesing e long war, he immediately
erected additions to Plants 2 and 3, end instructed his three mansgers
to push production to the 1imit, Ty 1041 the company's plants were
operating at an averaze camoity of 807, "ecause of increased costs the
breakeven point had climbed to B5 ., %ith America's entry into the war,
& labor gshortage developed throurhout Xew York State, and ranidly became
acute, Ab first, Roscoe felt he was safe by incrsasing wape retes sude
atantially in a fow ekilled job olaseifications, This increased hie
averace hourly wmge rate to 857, iventually 1t becane necessary to {we
port & number of tool and die makers all the way from Xew York City at
{2,50 an houre It latar developed that two of thesms men were members
of the "nited !%t"} Forkerg==C10,
The new tool and die makers wire rature men with wide expsrience
in their t}udo and had observed the operstion of nroduction standarde
{n mimorous plants in lVew Mgland and along the Atlantic seaboard, The

loscoe workars respected the suporior skill and experience of these men,
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snd gradually decame dissatisfied with their conditions of employe
ment at Roscoese The new men advised them that the Roscos production
atandards were unfair and the aversre wage rates far too low in come
parison with the cost of living and wage rates in other parts of the
"nited States, Ilowsvar, most of the worksrs had spent their lives
within twonty«five miles of the company, and did not wish to move else=
vhare unless abgolutsly necessary, The tool and die men countered with
the sugrestion that a union be farmed, Cn raquest, one of the new men,
who was already a 737 memher, wrote & lstter to 'O hesdquarters in
Fittaburgh, explaining the situstion in detaily, At the time the letter
wag written the Roscoe Company smployed a total ladbor force of €000,

In August, 1943 the USK headquarters dispatched an organizer to
the Roscoe Company, and within two months a suffiocient mumbsr of signae
tures was obtained to file a potition for a Fatlonal lLabor Relations
Board election for certification, The election g held in Degember,
1942, and to Clint Roscos's dismay the union was voted in by an 857
mjoritye The new unioch immediately notified the R0scoe managemsnt that
{t desired to arranre for collective bargaining seszions as soon as pos-
sidble, dut not latsr than February 1, 1943, Ths union stated that its
demands would bs submitted by Jemary 15th,

At the January board meeting of Roscoe's dbank, he discussed the
whole situation in some detall with one of his doard mambers who was also
a member of the Replional Yar lador Nosrd, This baard merber advised him
to engaze the services of a professional nogotiantor, i{nasmuich as no one
ia the Roscoe organisation was skilleld in the technique of oollective

bargaining, lie suggestad the nams of “verstt Farrington, a welleknown
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mmgenent oonsultant in New York City, who had a reputation for faire
ness and firmmess, and who wae wellwaocquainted with and respected by a
wide rangs of internatiomal union offlclals, Hoscos iwmmediately tsle-
phonad i, Marrincton and a meoting was arrenped for the next day, As
& result the manarement consultant was rotained to raprseent the comnany
in the negotiations,

Preliminary to the initiel barpaining weeting with the union, the
consultant obtained permission to make a tour of the three plants aad
interview various menbers of supervision, In the treasursr's office he
examined financial and cost records in some detail, and in the plaming
department he carefully studied the fipures back of established proiduce
tion standards, He alse conferred st length with the three plant mena-
gors and ten representative members of shop supervision, After three
days' intensive work Mr, farrington ocame to the following tentative con-
oclusionsy

1. Hmployee turncver ran sbnormally high, averaging about 157,

2. Production standarde were not based on fair time studies.

3« There was a notable absence of both riu;ncitl and none

finencial {ncentives for inoreasel productivity,

4, Spoilage ran sbnormally high, averaging adout 10,

Ba Ceneral efficlency of tha lador force was proadaly half

of attaimsble,

6 'orale of the labor force was abnormally low, with a growe

fng animosity toward savegement, |

Fhen Clint Roscoe received the consultant's firet couclusions, he

was surprised and somewhat annoyed, He had considered that his plant
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manarers, deing competoent and exporienced industrial engineers, had
beson doing an ocutstanding jobs Mr, Harrington remarked that employee
roagoning ability end emotional rasactions are difficult ¢o blend with
a slide rule and "loc" tables.
*.hat do you mean?" demaniel Rodcoe,
"1 mean that the humen rolations side of your menagement job is
alxost entirely nerlected,”
"3ut ws can't let costs get cut of line, Harringtony”
*\ry Roscoe, menarsment would do well to atudx +s conputitorses
government and union leadsrs=--w:0 have sucoeeded in awmlkening coe
operation and increasing worale amonz tholr constituents shile at
the same time taking money froam them in the form of taxes or dues,
is & matter of fact, tomorrow's managers will be messured more by
~ the mature and strength of thelr following than by any other
sinrle eriterion, Thus there must be added to the list of attrie
bites easential to manapgerisl success this dominant element, Do
you honostly feel this ol ement 13 etronpeeor even presonte=in your
orn manasenent?”
""Apparently not, judging from the ML:2 election results,”
"The mengure, s Roscos, will not be sirply one of asceptance on
the part of euployess, but unmigtakable evidence of cutward adnire-
tion and deop inward respects Implicit in this is one assumptionee
nanely, that manegement will find 1t essential to croate a work
enviromment that {s omotionelly attractive.”
“Those are strong words, larrington, BSut a wman of your erxperience

and roputation must know what he's talk'ng about,”
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P1'11 be & 1ittle more spacific, "T. Nogcoo, Ve hmve cried

out our sincere bolief that poople are the basia for the suce
coss of the business enterprise, that accomnlishnent can come
only throuch pecple, that maragement must think everlestingly

in termy of pecplowswbut we have selectod cur managers almost
excluaively on the hasis of technical proficlency and Ynowledge,”
"uy plant managers,of course, It seems that labor is no lonper
& cormodity,” EHoncoe's expressiocn wns dour,

"Foy ¥re Foscoe, it is not, It is not even enough to know your
omvloyess, It s vital eleo to undergtand themesto undarstend
the complox motivatiors and reactions of human bhaing in an ine
dustrial soclety,”

*rhat do you recoevend, ierrington?™

*The ehief nerotiator for the union here, is, es you ¥now, Tick
Sarderse I heve negotiated with him many ti-es before, and I
have his confidence, I recormend that we ask the union to go
along with ug on a standard ferm 7USH contract, and that this,
together with & joint request for a 157 incresse in the wape level,
ba submitted to the ¥LB for apnroval, This eontrsct would run
for ons year, hut be subject to re-opsning on epecifio provisions
within 90 dayse This would give us & breathing spell to meke a
more detailed study as @ dasis for permanently imrroving your
laboremanagsment relations,®

1111 rely on your judgments, Go ahead,"

Darrington quickly worked ocut this tyﬁ. of arresment with Canders,

aznd it was soon sccepted by union membership ratiflcation, on Sanders®
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recoxandetions The stup wa mule ewslesr by virtue of the [act that
no provious labor sgresmaent exiatoed in tiue cuompany as a precodents In
the moantime the plant managus had besn made kmealy aware of ths delie
cete lador situntion, aald woloomel any sugzestions from ‘larrington, It
wg agread to start imediatoly to re-study all production jobs on the
basis of what the mvorare, ratiier than tha most eff'liclent, worksr could
perform, It was also azresd to raview wepge rates on the tasis of a jod
ovaluation, so that base retss on all Jobs would be ia proper relation
to each othar, Then & sound hasis would be ocetabliszhald for some type
of group wero incentive 20 be nesotiated with the union, Finally, it
wrs asreed thet thero should be a contimiocus fareman treining prograw
in the proper methoads of supsrvisicas . Darringiton daily coomrsntoed
that he wuld dazin the treining progran with thoe plant maregors theme
selvus, Mick fanders was kept infornad of tlese roves and he egread that
they wure sll soundeswith one exception, ils doudbted that any type of
incentive plun would bo fomsidle, at least until considerable experieroce
had bsen accumiluted with the new production standurds and beage rates,
Tomrd the end of the summer of 1943, muoh progress had boen made,
The plant menegars' compstont time study staffs hed done & thorough,
officiont joo of re-studying tasks and evalusiing jobae imrrington
himself had worked unremittingly cn the training of supwrvision, *orale
of enployess e d imnroved parcopiibly and 4t was esti-sted that protuce
tivity had increcsed adout 19, Harrington than turned to the problem
of devising & wepo incentive plen that would be acceptadle to both the
company and the unicns Aftur s sories of informal talks with various

commany executivesg and union officials, ms well &s othor iIntensive



ragearch, ha premxrol a writien rano=% far gubmission to v, loscone
In his raport ho racom-undad adonilion of £ho Puckar "Thare of Troduce
tlen" ™une I the two mouths of diacuszion and e jotiation wilch
followed, both tha union and the commany wirs intorostal ia the plan,
but felt 1t m2 too row and untried ee yet, Comaquontly 1% wms
shel7ral, nt lecst temporarily,

Rgeontl; tho writar was advised by 're Yarrington that a few monthe
450 're Roscoe hnd asvad hin to makas an extirs now stuldy of the nlan,
uch of ¢haz raeron for ¢this paquest wasz the congidorehle mublicity which

latoaly hald bam mecordel the nlen, osoocially i the Nomdars' Disect

(Fomtah e, 1242) and 4n ths Yew York Toreld "ridune {'ny 23, 1942),

Jrawing unon tha exteisive rossarchas of W, arrington, the writor hae
prenared & hrie’ roport on the plan &-d anppendod 1t to this chaptar,

“ich 62 this information is row aveilalle fron pulblie scurcon,



Bla Digtrar TChera 0" Froduekton™ Tlan

Introdotion

This plan, which is & form of grouv production incentive, has two
cutgtanding cheracteristics:
1, simplieity
2« the determination of oroduction workers' income es a fixed
percentere of the value added to raw meterials by rarufecs
turing,
The plan was devaloped by Allen W, Zucker, management consultant, eftar
his study of indusbrial statistics convinced hinm that the wages workers
hed boen receiving for the lsst helf century represented, in a given
industry and in & glven company, & constant or fairly econstant percente
age of the value added t.o raw mtorialses The Rucker Plan is not a
traditional type,

Desor! g!_:i on

Tes distinctive foetire is thet 1t relatea wares Lo “nreoluction
valuee” = defined as thed portion of thse exles valus o firishol gooda
wiich i ervated Ineido the plent, Ior awmpla, in a motor plant, if
tha cfhponawu of & wotor cxild he Lought for Fifty dollars and the
ascanhled motor sold for two hundral dollurs, the "aroluction velue®
crectod would Lo ono hunldred fifty dollars,

The plan %8 heped on thae thegis thet, over ths ysers, workers huve
Yaen cmzaistenﬁly gottlivg dnwigae & fixzal norcentage of the value they
add to procersed :mteriala and that $n eny one conpexy thle parcontaze

has remained congiant or rfalirlr soe. This thevle %e tho result of studies



of commanies® racords extending over fifty years, The ratio varies
from industry to industry end company to company, but tho ratio mey
be detormined in & specific comoany by a thorough analysis,

vhean the plan ia in effect, the production values for the period
are d ‘terminad at the ond of a conveanient accounting poriod, usually
monthly or quarterly, Necause of incromsed emvloyse intwrest in elimt-
nating wmate and imoroving productivity, the ennloyeas' share of this
production value usually wall excosds the base rats myroll cost of
the pariod, The emplayees® share of this added value s distriduted
to them on a pro rata basils, according to their reruler wmre scales,

For exanple, the oreiit for a given veriod may be 1717 of the base
mayrolly, Jchn Smith's repulsr pay for the period, including overtime,
my be £272.80, His extra share of production earninps 1s 177 of
$272,80 or 247,47, Thie "bomus” may be distributel in cash, psnsion
fund equity, or a eombinctions Tart 4s usually set aside as a reserve
to make up deficits when, in any poriod, the workeore might not create
enaurh value to justify the dasic wage scsle. The resorve fund i
1liquidated periodically, An actual case best 1llustrates how the plan
workse

Daring the first 44 weeks that the plan was in operation at the Cone
tinental Paper Company, Ridzefield Park, Few Jorsey, the comnany fure
nished 4,800,000 of raw matarials, suppliss, and ropair psrts which were
made into paperboard with a sales value of {9,625,000, The “production
valus® was thus #4,026,000, or the d17forence betwoen the salss price
and the price of rew matarials, etce The percentage due the workers had

baen established from accounting records as 30,561%, Their share was thus



$1,470,000¢ Cf this, $1,180,000 nad vesa paid ia rogulas waakly wa;i23e
That left a credit o [2aD,000, leme, 23 0f the vuse payrolle Tiis
was distributed as followss Jneefourth wezt to thae reserve funl; of
the remining tnree=fourtins, el was used to incroasge the szrloyse's
squity in pension and insurance beneflits, and half wus distriduted {n
cash evory four weeks among all hourly workers in zroportion to regulsr
earnings,

A feature of the plan, as indicated by trhe experlence of varleus
conpanieg, is tist it tonds to increese nst rrofit tartor Lhen produce
tion valuas due Loy

le oncourwgement of cash savings iu ratorials 2ud supplies

2. nided income from incroesed selable mroduction

3e reduced overhead cust por unit of production

Cvertime is discoururel «s 4t is entirely chergenble to emloyoe

mayroll cost,

sxporience Record of the Plan

The plan was originally developed sbout tan yoars ago, and is now
in use in five companies:

Continent~l Tapar Conmny, ildrafleld Park, Yew Jarsey

fe Fe lahady Corwmny, “vatoa, “anguchusatis (mkars ¢ sirgloal
fnstruants)

fallby=Yagon Company, Joston, “ascacaugatia {pharxomtlenl menie
facturors)

wabasso Colton Company, Ltde, Tursa ilvers, Cughac

Crangaburg “‘amfeacturing Company, Crangsburs, Yew Jorsey (makors
of fibre coadult for electrical sgul;rant)

The following results afiord scre cszcert cf how the plan has

worked in thesae comnanlese
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Cartiqamia) Pamar Commy

In July, 1947 the Continental Fapsr Commany and Tocal 229 of
the United Fapsr fiorkers of America (CIC) sipnad a eontrect puara~tone
ing the eaployees 30,51 of the value ndded to thelr wmroducts by the
mamiflactuaring processess The nlan was accented by the union in liou
of & waze incronse dovand of fifteen cents, Under the wonceed 15¢
increass, 8n emnloyee earning £68,45 & week would have beon given a
raise of 0,73 & wesk, !nier the new plan he added {16 fG in earnings,
almoat twice what the union asked,

Goorge Cannie, president of Local 279, said, ""esides being vrofite
able, the plan has led to closar understanding and cooperation,”

karpy O'Clepno, Acting Area Director of the United Paper Workers,
said, “"iie are much gratified with the way this plan is warking et Contie
nental, fie do not rerard it as a cure for all lador ills, It 1s still
in the experimental stage dut we are hapny with results thus far and are
hopeful for the future."

A CI0 regional director endorsed the plam in these words, "This
appoars to be the most nrnzressive etop in laeboremanagement history,

Yo are satisfled that 1t is ths finest cocosrative industrial nrogram
ever developed,*

Continental's president, =, Je Alford, is also hapny ebout expwe
ionce with tho plan, He sali, "It enmablos the compsny and the workers
to make monay with each other, not out of sach other, We think it
will prove to be the smartost thing our commeny and its employees evor
414,"



Sy Te “ahiady Commany

™o nlan hes bam §n uega abous tar yenre £t thls coaeny, Taring
the #frst yeur em-Yoyass avornges 1777 of thsir romuler my 4n extra

enrnina, Thie norcentere hes run un o 477 of tho rarulsr wo-e,

Teilhva"agon Comveny

Tha olan is in 1ts gavanth yeoar at *hie co~many, “rtra earninre
rald out during the £irst vear wore 2.7 of tte reruler nayroll, "ince

then thr have inn-sesed 4o araund 327,

*ahasso Cotton Commeny

Thia company has hasn oparmting undar the ~lan for almcet five
years, 3Imlgroam evorarod adnraximetel; B oxtra errnings the firet
jonre The third year heir share was 3707, For tho guartar ended
Avril 37, 1048, employaes earned an additiomal 497 of their rerular
ray, tha hirhart recortnd un to that 4lme undar tha Muckar Plan, ‘v,
Morer erolaingl that this wra rartly due to a rise in prices. It
11lustrates how, undar tha plan, fluctuations in rricos ars immediately

rafle~tel 1n emmloven oarnin~g,

Orangabure Yamfacturing Commsany

Tale commany edonts? the vlan April 26, 1748, signing & sixemonth
trisl agresymt, Yr, MTizh J, Rohertaon, wasidet, wan renorted ag

enthusinstio over the nonsibilitiea of the nlan,
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Abmatsners of 2ag Tlan

Se

Ee

‘e

Co

3% woridaa & cortinuoza inceiii—e for mriwm nroluctivity.
T4 15 si-9l3, roquiring no SLas studise, Ploce retoa, 31l
olancy ralivya, glce Comtaticon s Neld to a minlum and
is anlerstanlulle to wndlor3s, Continagntal Teazr roncrias
"In actnal opsrabise the nlan s extramly simzle,s It hes
roguired no aliltionsl norsonzal or recordehuoping.”

The olax rog:ires, in 1tsol’, no chengo 12 prevailing waro
structure,

It cutortically elfusie e, roll cocts Lo clanfes in nroe
ducklon values, wotscting both lehor and meacsa~ort,

it mars emnloroes 1Y 2o alled effurt and sirmiltarsously
incraezos not profit, Thie &neracesa in net orefit e Quo
to ancoirniont of gavisra In motozciels, Incows from ine
crangald suladble proluction, sl rotuction of ovarhamd costs
nor umlt of aroliction,

1% L{=mryros cocpnution anld toen worls, relicos abasnioalsn,
and gives aanloyses a ganze of vartlcisation 1n the prograess
gl tha mecinous,

If dwired, thae plun rovild:s gome of tha finmncling for an
erinlovase riremant Aind,

Tha plan runnovos the friotlon of noriocdic ware nopotiations
by estalishing machinory for comt!mious eutomatic eliucta
mants This lays tha proundwork for conetructivae ecopwratisn

Yo4wem rmanacamoent end lebor all along tha line.



ey He1aMl3 o gclentific manyrriiab wrs eitelwhls
witheort a A ly apnlicesior of L4 abire rxavg of

smolflo fac'mivian,

Doesihle Diandvanta~ra of the Plan

The Rucker Plan {2 of the plantewide tyns, and the disadvantapos
inharent in any such plan annoar to bde apnlicadble to 1t, Trose disade
vantagas mey bs summnarized as follows, as adantat from Or, John 7,

Rlegalts 3Ze3antials of Incontive Comnenantions

1, 'uman nature 13 such tha% somws individusls will lonf and
have to be carried by the more inMatrions, Thie tends
tomrd dissatisfaction and dickering amo~r en~loyrecs,

2 Yqual onportunity for imcracssl efficiency is not uguslly
arallahle to all workarg hacause of A1 ferances in tachnle
oal processes,

3o The qrastion of how to compsnsato indirsct, tachnical,
supsrvisory, and clerieal workeors for thelir added work due
to increased aroduction furthar complicatas the adninigtra-
tion of & plentewide plan, The “uckar Plan excludes such
personnel and so leaves that mrobles wholly unsolved, Cone
tinantal Papar has & separats nrofitesharing plan for
salaried psrsonnsel,

4¢ The lay between effort and reward which {s {nhersnt insa
olant-wide nlan tends to encourapge emnloyes dissatisface
tion with guch a plan, This liability is largely over-

come in the Rucker T'lan b; provision for monthly

X -



be

naymonts To eaploy -wa.
Tug faot that peor production by soue groups of’'seis
extire effort by others soceatuates wmployeo dissatis-

faction withn a plentewide incentive plan,

Ammlieadility of Plan to Hoscoe Comnany

A plan that stabilizes mmyroll cost in torms of productiviiy in

& my which has alrsady boen socentel by one CIC union could be of

value to loscoe industrial rolations. ’''orcovsr, the adaotadility of

the plan to pemsion financing 48 of tirely intsrest (mreszent union

demanis

throughout the cauntry)e OCther advantages of the vlan also

eppear to be avplicable to the Roscos Comomnys

1,

Ze

Se

4.

S

6.

tn

Continous incentive for meximm productivity

S4implicitys

Yo ghange in nrovalling ware structure required.

Yot wof'it incraase as well as incrsase in emnlovee
earninge,

Sel’ediscinline resmuliing from enlistment of eaployees'
interest in nromoting eoffliclency and salable production,
Removal of fricticn of periodic wage negotiations, thersdy
laying the grauniwork for corstructive laboremanspement
cooperation all elong the line,

the cther hand, the disadvantages naturally icherent in a

plantewids inoentive would ho marnified with the growth {n sisze and

variety

of production activitiss of the Roscoe Comnany, Howerer, this

develonment could be of Pset by a prorran of decentraliszation, in which

w3Ge



erent tha plan could be instelled sradually, unit by unig,

A btasic congidoration ¢s whethor a sound ratio for distrimtion
of "oroduction valuas” could hs detsrmined, This would doneni pri e
arily uron socountiiy raconds, and & firet exaninction o’ vast racords

sdicetes tht they would prove adequats for this purross,

Anotlier mjor congideration ig that tho Company is now comitield
to & pulicy ef strengtherins the manuremant function cf itas forsmen,
vhich beran with an inteasive sunervisory training propran 12 104%,
Cenaral exverience with incentive vlans (esecially browd groun or
plant-wide) Indicotes t'at they tond 4o tranafsr some cf the manererial
regspousibility for producticn and dlgeinlino to the worker, “‘oroover,
incentive plans often tand Lo "eover up" for pbor suparvision and to
bocona less vuluadble as the quality of pupxvrision imoroves, In tlass
reoapacts, the alontion of san incentive plaa for production smployaos
mizh% seon inoconsigtent with the present Roscos molicy of encourazing
gcod suparvigion and enlightened personrael policlies sanmong forsmen,
Towersr, it 1a quits likely that this objection could be met by the
eventual adostion of a epescial financial fncentive for sumirvisicn,

St111 another comidoration is the question of t:s effects of &
depression, ‘'wat {noentive plans now in oparation, inoluding the Ruckor
Plan. have deoa inatalled since the davression of the 19807's, so that
exparience with them undoer devrssaion conditions 1s not conclusive,

It eppears 1iksly thet workers would ressent incentive »lans under such
conY tions bace:we of the inconprtibility of such rla-s with "ehare the
work” philogophye ‘orkers micht tend to feel that increrged rroduction

by one keeng anothar out of & loby Tho curtalled wvolume of work availadle



algo might tend to reiuce enthusiesn for incentives for fear of worke
ing onesel? out of & job, Improved human relations would tend to
aiti~ate this situation in the individual coumany, but the situation
1s much biprer than the individual comnmany, and requires the applioa=
tion of sound wublic poliey to truly insure the worker's feeling of
security,

Parhans the acceptance of the lucker Plan by asother CI0 unmion would
{inprove its chances of acceptance by the Roscos unioneebut that is quese
tionmable, and unicn attitude is still a factor to consider in weighing
the suitability of the plam for the Roscoe Company,

The Ruclsr "Chare of Production” Plan is not to be confused with
the Bundy “"Cost Savings charing" Plan, 3Joth estadlish & fixed psroente
age of company inconme as lnbor'-‘ohnro. but the bages of datsrmining and
distributing this share differ,

Similaritiae

l¢ Both are rroup plante-wide plans,

2. Poth estadblish & fired porcentage of company income as
lador's iharo.

3., "moh maintains the existing wage structure unchanged,

4. Both ﬁn ssles value as & base for determining the bomas,

Meferences

1 Jetormimation of labor's share
The Rucker Plan determines & fixed perocentage of "produce

tion valua® (value oreated by mamufacturs, $,e., sales

«3l=



value minus cost of matorials and suppliss) by amae
lyzing past coet history of the company, This affords
an incontive to workers to utilise matsrials and sup-
plies fully,
The fundy Plan uses a percentare of the sales value of
the product, The percentare was deterainel by an anae
lysis of labor cost for the 2pecifio lGewedk pariod of
Cetobor 1, 1046 to Jamuary 22, 1940, It assures, pro=
sumably bdocause of the nsture of the oparation, that
the ratio of the cast of the matsrials und supplies to
salas value remins constant, This does not give the
worker an incentive to conserve mtorials,

2+ DBasis of donus
In the Rucker Plan the worker's share is distributed
proporticnately to the employee's base rate, In the
Mundy Plan all eligible employess share equally on
the basis of hours workei,
In the Rucker Plan a reserve fund is maintained to
orotect the company from "belowsbasserate” production,
In the Pundy Plan the bonus, if any, is split 50«59
hetweon the emplovess and the commany,

Se Fraquoncy of payment
In the Rucker Plan, distribution of the bomus is efe

fected monthly, while in the FPundy Plan it is quartarly,

3w



CHAPTEZR IV



CITLINT £O O7TUNL ATATYR TS AT A CTUATY

Tiewing scientific mnagement from the standpoint of analysing a
partioular business situation, the writer has vremared from his volumie
nous notes, collacted over the years, what he believes to be the most
conprehensive, yot pointed, cutline he has seen for the overall analy=
sie of a company, Ile helieves it might prove useful as s "control®, so
to speak, in considering a company where an allarocund checkeup might be

adrisadble,

The major points to be ocovered in making this alleround checkeup
ere;

Csuse and mature of present pro-lers

Mutlook for co~many

Policies

Crganisation

Por.onﬂol

Facilities

Yothods aend procedurss

Financial oondition end operations

Fimancial requirements
dch of the adbove points will be considereld in more detail, It is obe
vious that such an ocutline ae this will need to be applied with judpe
ment to concrete cases, Ilere especially "a little learning is e dangesre
cus thing", The investirator should exeroise his ingemity in devising

adaptations to meet special oconilitions,
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Ae Cause &nd ¥ature of Pragent Problers

1, TNere it is dosiradble to present a chronclogical summary
0f the histary of the company, smohasizing developments
of the last ton years,

2. Summarize in cutline fora the mmjor problems with whieh
the company is faced at time of investipation,

Se Sumrili i{n cutline form the reagons for these probdlems,
The rossons usually will fall under one or another of the
followinge

8) business conditions
b) competitive conditions in the industry
¢) improper manarement
In some cases, roagsons for mroblems stated are §{=nliclt in the compmny

history, and it may he unnecessary to sesk any furthor for reasons,

Be C(utlook for Comrany

1, To datermine the ocutlook for a company, it 1s usually necese
sary to give consideration to the cutlook for the industry
in which the commany is enrarced, This will ordinarily ree
quires a consideration of the following,

a) effect of pressnt and future bhusiness corditions
on the industry
b) effect of competitive products on the Industry,
(For exanmple, the possible effent of conditions
in the linestons industry on conditions in the
terre cotta industry,)
¢) oompetitive conditions within the induatry,.
Sometines 1t 16 also neceesary to consider the conditions in the induse
try or industries which are the customors for the fndustry of which

the firm is a part, For examnle, in conslidering & company in the forte

fle



1liser industry, it is necessary to consider first the cutlook for

the agriculturel inlustr;, since thia will dsternins to a large de-

gree the cutlook for the fertilizer industry,

4.

e

Place of firm in $ndustry, This involves a consideration

of the commrative positiocn of the firm being studied, first
with the industry as a whole, then with ita maior compstitars,
In examining this westion, 1t is important tiat the etande
ing of the firm with the trade de ascertained as fully as pose-
sibla, If tine perw ts, 1t 1s desirable that a warket study
be mde to sscortain the attitude of tlie trade,

fficlency of the management, ss mousured by an appraisal of
company policies, organisation ard pasonnel,

Presont fimancial condition as shown dy an analysis of ths
balance sheet, also the income and expense etatamentse 1In
addition, firancial possidilities and requirements as showm
by opsrating and fimancisl bdbudgotas

Summarise the favorable and unfavoradle factars which may
affect the future of the £iram, and draw conclusions, In

many cases it will be necessary to make certain assumptions
as a basls for predicting the future, Caution should bde

sxercised in drawing conclusions on the basis of assumptions,

Ce Policies

1.

Sales policies should be studied in respect to number and
types of products, types of customers, channels of distrihue

tion, pricing, sales appeal, and sales promoction,



2, Production policles should be considored from the followe
ins standpoints:

a) what to proluce, such as ditormination of ths merits
of making or buyling finished products and plece varts,

b) quality roquired to meet the demnds of the market
that {s sought,

¢) mintondnco of proper control of production, so as to
seocure products which eomply with the standards of
quality estsblishae,

d) when ani in what quantity to produce, or the coordine
tion of salos and aroduction, which involves & cone
sid-ration of seasoml requirements, economic produce
tion units, anld economie prodction flow,

o) standards of efficlency, 1.9,, establishmert of defle
nite standards for judging elficiency, and propram
for establishmont and maintsnance of these standards,

f) coardination o wolictiocn costs with esles price,
which means first, the effect of volume on production
cogts, takiny intc consideratiwun the 1mportanca of
fixel ani veriable expenses; socond, the relation of
ssles price Lo sales volumo, and conasquently, proluce
tion volume,

3. Furchasing policies should be examined for:

a) determination of the amount to be bought, whioh involves
roagiirements of the oparation program, and merchandising
versue the speculative point of view,

b) standards of quality,

o) selection of vondorsj this involves a consideration of
the sivantaces and disadventares of duying from a few
or several vendors, also the factors which should be
welrnod in tho selocticn of vandors,

d) price detarmination; significance of price as a facter
in solscting mrchaniise and the extent to which polie
cios my he adjustel to secure lowsr prices,

o) oontrol and liquidation of inventories; coordimmtion
of the activitios of the purchasing and oporating dee
partments with the raquirensnte of the financial dee
partment,

4, Financial pollcies should be examined from ths followicg
s*andpointsas
a) determination of financial requirements and coordie

nation of financial activities with all other operste
ing activities of the business,
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b) sources from which capital is or can be obtained,
i{n satisfaction of recquirenents,

o) control of the use of capital after it is secured,
with refarence to sccounte receivable (including
credit and collection policies), $inventories,
fired assots, and o*hor asasets,

d) protection of camtol, principally policlies in ree
spsct to insuranve,

®) distribution of capital, especially dividend policles,

S¢ Perasonnel policies should be considored with respect tos

a) emalysis of requiresents of jobs aud standerds for
selocting maon to fill these requirements,

b) training of persounel,

¢) compensation of pnnonnol (waces and inoentives),

d) welfare activities,

o) commnications betwesn management and emnloyees.

De Q"ﬁ.ﬂl sstion

1s Composition and functions of bourd of directors,
2+ Committees of the bu}da their nemes, composition, and
funotione,
8 Chief executive: his responsidilities, efficlency of pere
forvance, and relationship to subordinates.
4, Classification of activities under chief executive:
) are these classified in ths proper manner?
b) are all necessary furctions recornised?
¢) has propsr judgment been exercised in determine
ing the extent to which control and performance
of activitios should be centmlised?
5. Appraige the organizetion by mosns of accerted stundards such
as the followirrs
a) §s suffiolent responsibility delerated?
b) do avthority and rrevonsibility go handein<hand?
o) are resnonsibilitios carefully defined?

4) 1s distinction between line and functional authore
ity clearly established?

wble



o) is proper provision -ade for tha performunce cf
staf? activitios?

f) 8o only 2 few gibordinntes report to each exocue
tive?

g) are the activitios of tre verious functional dge
partmerts properly coordineted?

kY bap the parsonnel bson taught to thirnk properly
sbout organisation mroblems?

6s Conaideration of the efficlency of the orgeniasation plen of

esach of the maior departmonts, muat give attention to the

direction and supervision of sach of the following activie

ties

Fe Porsomnsl

a) sales

%) production
o) murchasing
d) finorolel
e) persomnel

l¢ Appraise all major executive personnel and their immediate

subordinates,

8s Sush

an saporeisal requires that:

a) proper standards be establishel for judring the
personnel,

b)) proper mcthods be used for applying these stande
ards,

¢) the investipator be falr, ecuragecus, end frank,

3« Standards for judging exscutive personrel:

a) analytical mind,

t) loriecel mind,

c) suffloclent knowledpe for the position held,

d) prrpressiveness and openemindedness so that help
will be scught and used,

o) directing and suporvising ability,

4, Those atandards mey e sprlisd in Judping erxeoutives, by the

following meare:

45w



a) {atarviows,
b} ohservation of exscutive at work, especially in
his d22inza with subordinates and as & b of
conferences,
o) stuly of the risults obtainad % egxecutives,
d) da’handnatim of the attitude of sudbordinates toe
wnrl axecntivaes,

8o Specific racornlntions shoild bs mde as to which exscudive
parsomel shoild ba disclarged, momoted, tramsferred, end

new narsonsal nealad,

Fo Facilttlew
le¢ In this outline of a general survoy, nroduction facilities
are treatsd from tho oparating rather than the fimancial
' potnt. of view:

e) eofficiency of plant lecation from & mamifacturing
standpoint,

b) suitability of the production facilities for the
purposas of the eonpany, with particular attertion
to whaether the plant is 80 designed that econamical
oparations are porerible, and thut equipnant is
modarn and i{n gsatisfactory condition to oporate effie
ciently,

¢) 15 layout of equirment in plant such as to provide
for the moet efflclent flow of proceesing operas
tions?

d) ir capuoity of plant end equirment sc large that
excosaivs costs result from expeniitures on 1dls
camcity, or iz there a lack of eguirment for pere
formance of some operations?

o) rhere nocossery sprraise the officlency of uuxilhry
eguipment such as trucks, autos, or equipment used
{n the rrocess of distributicaeesuch as refrigerae
tion facilities In a packing company,

e o ‘wthods

l¢ =xisting budget procedure shauld be eppraisel, and a program
for the future use of bulrsts should e cutlined as completely

as conditions pormit,
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2¢ Cearefallr studs thae opsruting a2vshods of tho sales, produce
tion, murclasing, financs, and n@aovnul actiritlasg, and
wmaka racor:alnticns for thy imorovameat of Lhese mothods,
9 (et
a) wmrci.se ordara aend {nvoices,
b) anles ordors and involces,
e) profuiction orlurs und oparations,
d) cash recipts and 3isbursements,
3¢ Fxmamine the axtent end dspondebility of coutrol methods, Le0e,

socounting, statisties, and standarde,

e Financial Condition ernl Cparations

le O%tain a bulunce shset as of letest Jate possible which
amlygas acsots and limh114tl+0 sufficlent) ¢to bring to
ntt-mfion all sicrificant itera, Tor example, if any oflie
cors of the commany owe it money, the amount of their oblipae
tiome should he shown ns @ samrate itens I2 the inventory
ia composed cf somas disolete matorials, this should be set
up as a gomarato {tom on the balence sheet, The objective
should be to bring to a%tontimm ell 4tams on whiich specific
action should be taken,

2¢ Show trend in finercir) condlition by procenting comperative
balance shacts for e poried of thrve or more yesru, and are
rargce In frrm sc that significant items are readily notice-
ablee

3. Anslyse balence shoet in respect to eech msset and 1iability

ftem, giving particular attertion to receivebles, inventories,
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current 1iebilitios or firel 1labilitiosg mubturing in noar
futnura, and condinzont 1iehilisiag,

4e If amalysls ‘lnlica;,-va a naal for alluzt~isn, nreoers nn
e llustod halaince shoat and commrs with arizinal belance
ehcet o muma 1ot a’fact of sdlusiments,

8¢ Miuin a commrison 0” working canitel for e veriold of
thraa ar mors yoara and seok exnlamtions for any sizn!flceant
chan; as,

6y Cbinin a stsiomoent of source and apnlication of funds far as
long a priod a3 't ssvy1e fansidle snd deslradbls, and note
relationshine Lotwann deta in this riatonant and working
oanital informbion nreviously ahteinal,

7, Nraw & summary o’ conclusjons in raspect to the wisent
financial conlition o” tha £irm,

8e Cbtain & statsmant of tncome and exponc @ for tha last vear
or for thy pariod eince the end of the last flscel year, if
this 1s sulficlientl lonz= to Ha of valuo,

ve ruw compurative nt::ﬁménztn of income and exnense for the
past threo or morse years,

10, Analyza wjor ftsmw of Incoms end gvnemsa and note trands
which gorn to"m 3!m1fiount, Distoralne rmazons for fovore
abls an? unfarorahle trends indiceted by tiese comparative
statenants,

11, If helnful rremmrs wnlrsls of incoms and exoanse by means
of supplanmintar; gtatoments, For sawmnanle, it might de

necemsary to preomare a detalled analysis of seles in order
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to reveal the reasons for important trends in sales
volumg, It mifht also be necessary to preopare an
amlysis of manufacturing costs in order to show the
reasons for trends in these costs,

12, Sumrwurise conclusions with refsrence to operating results
of the firm, arranging facts in a logical order of impore

hm.

I, Financial Reqiirements

1¢ TPrepare & forecast of future operations by means of budprets
wiioh will provide the following:

a) estimted {noome and expsnse By months for cne year,

b) estimates of cash receipts and diebursements by
months for one year,

o) estirated balance sheet for six months and twelve
months in the future,

2, In premring these budgets carefully consider the following:

‘a) sales possidilities in terms of conclusions
arrived at in creceding sections of this outlins,
with reference to outlock for company, sales
policy, and sales organisation,

b) analyse all exponses in terme of proposed sales
program and goek as sudstantial raductioms se
possidle,

¢} relation of volums to unit costs andi, hence, to
ssles prices,

Se Commre ssti~ated income and expemses with histary of income
and expenses for three or more yearsg note {mportant trends
indioated by this comparison.

4, Informtion securel as & result of these dudgets should de
summarised to show the following:

a) w-ether the firm oan be placed on a profitadle
bl.1‘.



b) 12 1t cannot be placed on & profitable basis
{mmediately, whothor it can be placed on & basis
where 1t can operate without sdditioral cash,

¢) 1f adiitionsl cesh is required, the proheblse
amount necessary, and whother it is believed future
oporations will justify the expanditure of these
funde,

d) whether future operations of the eompany will ine
oreage or decroase the sasots of the firm,

o) if theas oparations will decremse the assets, detere
nins whether there are ocompensating advantages to
the firm which will offset the disadvantages of this
decrense.
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PONIFLLIST CUSTION FOT AMILYSTS CF A COMOANY

48 8 followsup to Chaptar I7, perhaps it might be helpful to

taich upon the "queation upproach” as a valuadle tool $n anmalysing

a company situationy The premaration of an exhaustive check-list

of questions to be answored for the investirator by the company dure

ing & survey is & stimlant to thinking and & protection against the

dangor of overloeking {-portant aspects of an investipration, The follow-

ing is not intended £o be & comnlote list of questions, but only ss ille

ustrative of ths value of the "guestion apvroach”:

Ae Ceneral Cuestions

1.
2.
Se

4.

Be
€e

Te

Be

12,

that are the commany's mroducts? éntnloguu?
Through what channels are the products sold?

Dow wany employees, male and female senarately?
Whet mental types?

Approximate percentage of skilled, averaro, and
unskilled employses?

flow many shifte?

Is there a union? Thicht Numhor sand type of shop
stewarda?

Ars there union diffioulties? 'ihet are they?

e thers somecne in the union 1a whom you have confidence?
vho?

Do you have & single or rateerange shop?

Now aro your dage waces arrived at? Do you have an incentive
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plan in any pert of the plant? ‘hich parts and what
type of incentive? How did you arrive at the amount
of incentive to be pald? If by time study, did you
eaploy micro-motion study or vieual motion study?

11, Do you have an organisation chart? low o0ld?

12, Do you have SPI's (Standard Practice Instruetions) for
plant and office jobs?

13, Tho has done any work of a consulting nature for your
ocompany in the past? *hat results? |

14, “"hat work along this line are you alrsady doing yourself?

vhat fecilitios do you now possess to do work of this typas?

Be Cost Accaunting Cuestions

le Can you detsmmine without analysis the exact cost of any
§ndividual operation?

2, Can you detormine without amalysis the exact cost of a
group of opwrations up to any point in the processing?

3¢ Are you gsatisfied with your method of burden distribue
tion? Are you sure it is distributed properly to ode
taln aecurate operation oo-tu. vhat cost formula do
you use for durden distribution?

4, !'ow are you sure that your costs actually are accurate?

8¢ %hat is ths maohine~hour rete for your machinery and
squimment?

6e ihat is your percentage of machine~hour utilisation?

‘low do you determine this?
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Te #What has been the peroentaze of incrsase in man<hour
utilisation for the et two yoars?
Be Are you obtaining production in proportion to your preee

ont evalunted or apgresd bare wnpgos?

Ce Job Tvaluatior Zuostions

1¢ Do you have job evaluation?

2+ Do you establish the relative value of each job as compared
with every cthor job in the plant?

3« Do you equitably distribute gross mayroll so that jobs which
oreate the most profit for manmagoment will de paid in provors
tion to thedr worth and value?

4 ﬁ'ouid 1% benefit you or strengthon your pesition with the
union or mut you in & gtrong bargaining sceition if you
knew the o:ormt worth of all jobas and {f all inconsisten~
cles and inequalities wers completely eliminated?

8, Would job evaluation assist you in enploying men?

6s Do you set your standard ecoste for labor on the evaluete!

worth of jobe?

De Tatorial Control Cuestions

1e Are all matorials to be procemsel or to be used in the
process centrally stored?

2. Do you have one storoskesper in complete charge with full
responsibility?

3+ %ho way take wmatorials cut of stores?
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4¢ llow and by whom are mataerialas for the various procassing
departments withdrawn and delivered?

6. Is it necessary et all timos to have a requisition for

withdrawales from stores? tho makes out the requisitions
for materials for tho verious processing depsrtments?

6, Tho may elther purchase materials or requisition a pure
chase order for mterlels?

7¢ Are perpetusl inventory cards or leiger sheets kept for
euch itom of matarials?

8¢ Do you take pericdic physical inventories?

9, WYhat gystem of costing materials is used?

10, Do you use bin cards for storest

1N, That is the exact cost of storing and handling matariale?

12, Pave you ascertained mximun and minimuim quantities to

have on hand?

Be Profuction Control Cuaestions

1¢ Do you have & specinl (Joh) order shop or do you manue
facture for stock?

2+ Uvon receipt of a sales order would it be possidle for
you to immeldiately write tha customwsr's {uvolce? If so,
do you follow this orocedure?

3¢ Do you have a production control systenm which consists
of preplanning at & gentral point?

e
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TIEPAP N RATIC, IVC.s A U8 OTY

A cage study {llustruting the application of the outlines set
forth in Chapters I7 and 7 would be most 11luminsting, but is proverly
the subject of & separate thesis, The primary odjoctive in nresenting
the outlines frv thls thesis is to identify some of the techniques of
approach to prodlems utilized dy sofentific maragement, Xevortheloss,
1t {s within the scope of the prosent thesis to select one aspect of
the cutline in Chaptor Y7 and {llustrate its application, Tith this in
mind "Section = Parsonnsal®, has besm gelacted for this purpose, Such 'a
seloction thus can be made to fit in with the author's peneral human
relations theme, The facts of the cese are substantially true as ree
lated, but all names are flctitiocus,

Newspapor adio, Inoe was organized by J, T. Pearce in 1925 for
the purpose of receiving and transmitting intermational nows for the
Amsrican press, Poearce was a man possesasd of contradictory characters
fsticse A number of his asscointes in retrospect have mantioned the
following as beine particularly descriotive of his nmature:

promotional {-apination and initiative

tanaclity of pur+oen

enthusiagm

unbounded self-confidence bord-ring on wanity

Yroad technical knowlsdge o cowminications problems
unwrillingness to delerate authority

noor judpe of man

tacklessness

ungystemtie planner
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"Je Te"y 08 he wae calla! b hie imadiate nesonietes, achiaved ree
markadle success with this odd assortmant of charactasristics during
the first fifteen years of his cowpany's axistence, ithin five years
following organization of the enternriszse, he had reduced news traffic
rates to 21} comarsg from twaniy cents to five cante @ word, Then oane
Norld #ar II,

In 1841 J, Ty Pearce functioned as president, general manager, and
bosrd ohalrman of Hewspaper Hadio, Fis personality domimated the entire
erganigation of three hundred employees, Pour of his immediate sudordie
nates wore corporate officers and mehers of a board of directors of
nine membars, Thus the pregident in effect controlled the board, The
otnckhbldu-n. comprised entirely of large nemmapers and press asscoiae
tions, had been accustomod to allowing *ry Pearce his own way in rune
ning the commany,

"Je Te" 1iked to think of his employees as one "dig h-péy family®,
of which he was the "kindly fathar®, Fe aonsistently maintained what
he tsrmed an "open door polioy" tﬁurd all employees, !.o'.. he encoure
afed thes to dring all thelr problems to him for aivice and aid in solue
tions Ye mde freguent trips to the mptny*a various bagses of operse
tion and talked with individual employses at random, He often issued
persoml orders on the spot to make an enployes's let happler immoediately,
and to {~press him with the fact that quick eaction on pergsonsl problems
éould be cbtainel from "J,T." whenever necessary, As a result "J,7,"
had become quito ponular with the rank and file of employoeses OCn the
othar hand, booause of his frequent dy-passing and overeruling of his

sxeoutives, he wms not popalar with theme They wore in the emasculated,
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insecure position of havins risronzihility withcut authority,

With the advont of Vorld “se IT "mmonper fadlio's lahor force
began to expand rmnidly, and by marly 1743 held reached 1507, The come
peny had opansel £ifteon foreisn offices and ‘e Pearce spent much of
his ti=mo travelling, 'ig suboriinates, unmccustomed to functioning
withaut thelir chisf's wroaence, foind {t 41fficuls ¢o make wise decis~
fons, and ¥kept in touch with him az best they could by redioe Also,
they were often fuced with disciplimary problems from older employees
who insisted on wmiting until "J,T,° returnei from a trip, so that they
could discuss grisvances dirasctly with hin,

About the middle of 1044 Newspaper RAadio was requested by the
Unitsd States Army Signal Corpes to manufectere a consilera“le line of
squipment for use in Army field onerstiona, The Sigmal Corpe was dee
sirous that deliveriss begin within four months. At the time 'y Pearce
reoeived the request he was preparing to leave on an urgent trip to the
Ruropean Thesater of Operations for & earies of conferences with highe
ranking Army publie relations officers, ile hastily wirei his scceptance
;o Vashington, instructed his subordimates teo start the now projest and
push it as fast as possible, and left by plane for iropse He expectad
to be awmy about a wmonth, but the terrific multiplioation of corminica«
tions problems following ° Xoday® made it impossible for him to return
unti{l three months had elapsed, During this period rogulni commni cae
tion with his eompary headquarters uli imrogsible dus to war restrictions,
Thenevaer the onportunity afforded he consistently ordered his executives

to pugh the Sirnel Corps order at all costs,
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Taon refurning hs foun? Yersxnyr 78113 1n eritlenl finanolal
condition, larre ancutts o” ceas: hud hasn enent for matarials and
8dditional lahor i ecommoction with ths Signal Corne contract, The
mamufacturing opirations for thls aguipmant, due to his exscutives®
lack of familiarity with such wor¥, “1BJd not pr-omodoi bayond the inle
tial stagos, The commny'e “Hank bdalance had dropradl to a point whers
thare were not sufficient funds to cover the hext payroll,

Fith charactaristic self«gonftdence, ‘ir, Psarce summwoned an emer
gency meeting of the comnany's hoard of directors, [e advised them of
the situation and damandsd tha% thoy authorize him to horrow 3750.060
to carry the company throurh {ta finmancial erisise The board apwroved
by a five to four nﬁjorit-y. all the nonegmployes menhers dissenting,
After the bank's represaentative hed wramined the company's dooks, the
loan was rafused, The proeid mt immediately onlled an smergency meete
ing of stockholders and demnded that they advance suffieient money
for the sompany to stay in business. '@ stated that unless they pro-
vided additioml funds he would be foroed to suhmit his resigmtion,
*ych to his surprise and mortification the stockholders voted to scecept
his resignation, The remaining corporate offlocars resigned from the
board immediately to make way for further stockholdaer action,

The stoctholders advanced sufficiont ocash for approximately ome
month's operations, and authorised a new board of &irsctors, comnrised
- entirely of stoekholdaers, to ﬁgago e compotent managoment consultant
to resows “l.o bdusiness, ’fii‘.:h'in throe dl;rs following Je. Te Pearce's

foreal resigmation, ryrus Yorwood, & welleknown sonsultant, took eharge,



Yr, Worwoolts firsy wova wig & &rin to “nshlazhon for n confare
ence with tha Armyts Chiaf "irzrmal 0fficer, Te provailal unon the
- Ceneral to losn ¥awsmacer adio Colonel Clark, a Sirml Corws officer
with oonsiterahle indistrial expartence, to assuwe diroction of the
nanufacturiag arojent. :ile second move ms to oall a staff masting
o? the comreny's tivo vice-wesidents, the secretary, and the treasurer,
Thoy smsurad hin that thsy would be only too glad to cooperate with
hin {n whatevor matgures he dacided to take, but thay offered na speol-
fio susrestiocos, After the ateff meating the comnsultant hwmd a long
intarview with each officer semnretely,

Than he talkad at lonsth with & wunhaor of sabordimtos who oure
rently had beosn reanortines to ench of the offlcers, On the whnls these
sudbordinetss ware stwrnly critioal and raflectsd a loaw morale, Followe
ing this he snent two full days studying the report and rscord files
maintained by each of the offlcers, Ha found thom ekotchy, raplete
with recommwendations based on insufficient facts, and gansrally inforior,
There wes algo considerable evidamoe in the records that peintet tomrd
a tendmoy to "pass the huck", °ir, Vorwood then was convinced that none
of the of’icers was to» manapemt calihrs, i recsons conld he summare
ized as followns .

l¢ ineufficient anaiyiical ehility

2 ireurfiolent knowledre for the lod

3. failurs to obtain help frem availeble scurces

4, peor direeting and wpo:rvln!ng ability,

Within thrae weeks, through the o' forts of Colonel Clerk, a larpe
quantity of equimment had been manufactured and ehipped to ths uropean



Theater ¢f Tnsrationg, ani su?ficim': fanils had b92n rocelrel on
fccount from ’imshiﬂﬁﬁn to earry tha comrany's running sxpensaes for
another gixt; days, In tha moaniliema, aftor soreral fraak caonfarences
betwean "r, Yorwoed and the four commny c:’ﬂcsﬁ. tha latter volune
toerel thelr resizmticons as ton mecutives and asltol for transfer to
any type of forelpn service that wight be availahle, ', Worwcod told
them he would cormaidtar 1% a favor 1 thay would reumaln in thelr prese
ent poeslitions for sevaral wesl:s u1til he hal an ;pportunity to roplace
theae '@ stated this would also a”ford hin time to investigate the
forelpgn service nos=ih{litl es, Somowhint mollified, they roadily cone
sentel.

'f?ifhin anothor wask “'re Torwoold had secured tiie services of an
exporfiamced 4ivig’onmal onaretions' manasa~ from & oconpotitor and a
e axpert from the elornl Comminications Comission, A 1ittle later,
whaen the Sigml Corpe mbatunthny increcsed its equiment orders,
“re Yorwood wes successful in ﬁwlng Colonel Clark {with his own consent,
o” course) mt on the inanctive reservs list so that he could be apnointed
hesd of the eommany's nanulacburing dlvislon, énly two positions were
faund aveilahle in the Newsmaper Dadlo foreign servicse Tranafers scoord-
inrly wors offactad for the two vicee-president, tut ', Norwood was able
to place Lho gecratary nnd treaguryr ovorsses with tha mited Ctatoes
Cfiice of Tar Informtion. ‘

A% the Docerhar, 1744 meoting of the company's board of directers,
they c’far.i hia ths nresidency of Vewspeper Hadioe o apgreed to serve
in this cenacity until the morganinﬂ on wes complatel and a suitable

incumbent oould be found to serve in this capacity on & permanent basis,
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TITWTAN FLERUNT IN ORCAVIZATION

vhet 48 e marally thor=ht of whan thy ';Y.rae?e Lo orrnniza” s
ntioel?

T™he Lrmlia%) ranction of many parzots §s 0 hwucomn se tachinical
and {avolvrsel a2 2a3s5ilYly, 80 Lhed thyr mn Ha coneldrad "acienti?io®,
Thay mizht well declara that %o orratize muans ta 4eal-n & mncline
with poosle as comncmavttc which esn produce corialn expacted resultsee
complete as to narts, controls, and sctustirp machuinisme, Then various
"grro oxparts™ mirhit gdvance divers wars of golig shout this desipn work:

"Docism from the top dowm,”

*Yesicn Crem the bottom un,”

"Dog! *n fc= tho 4ch to ho dona"

"Avold porgunalltian, bub adlu4 to thom 12 you con't srold "

"eka this a practical planew=none of that ‘sciontific' stuff,”

"Cat & fow'hirtenriced' mone=lat thom dominate tha sceno and

"pot £11 the war done with the help of a fow gtooros,”

Actunlly, dosimare of oqually zood orsanizatio:s can o sbout the
2ob in &ifferent woye, Ay tochninue tlet will proluce ths desired
rozults s worth valrp, r:-ardless o {ts :mliad "tochnicrl® morits,
va orzenise for tha purvose of schiaring coordinatel offorte It may be

s2ld 4rat urndarsinniing by Lho mriicinsants in an orpanlgation plan s

mere $-porisnt thon the srenllonce of ite design,

The vory esszance of solortific manrperent ia the rle of lew,
which rrizt rounlneca unsuonorted {ndiridual opinlon, "rule=of«thumy®,
pusas, or irrorance, Chsarvnnce of the ruln of law memans s meantal

revolution en the part of both manapenent an? workors, dsinging to
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1ight the indisputable fact that management and labor have mors in

otmon Zhan in conflict, Solentific manazement s a social force,

not & trensferable, mechanistic schene of managing, It is a univers
sal method of eporoach to dlscovering and sstablishing the particular
~ansroment policy and methode most suitabls for a particular cltuation.e

“%ren {n soms supvosaelly wellemanared commanies one often hears
{mpoeing mamals of procetirs or hacks of detalled organization charte
fondlyesor contemotuouslyeereferred to as "bibles", This very wll can
be & dangasrous nisuss of the holyword, The contents of these so~called
*"biblse" guite frequently ears kent in dlind use even though obmolete,
or are parnitted to multinly promiaomously inte a mmze of incomprehsne
sidle, uncorrelated comnlication, 1o doubt the wellemeaning originators
of such books would stoutly maintain that thay are opsmating their dusie.
nesses thraugh the use of testol! Ynoaledge inntead of presawork, Parhare
they did start that way,

¥ The story is told of one eommmny which followsd to its logical
extrems the Frederick . Taylor precept of gotting all onarsting facts
ot of the realn of guesswork and memory, This compeny, after years of
offort, socumilated volume upon velume of stanling orders, covering
evory opsrating situation and preeedure, For exampls, & estanding order
wag sot up for shinping clerks presoribing the exsot mmder of nails to
be used in closing the top of a mcoking box, After this company was ree
organised, this entire scournlaiion of standing orders was discarded
without noticeadle loss of efficiency and with eonsiderahle saving in

cost of compﬂatlon.g\
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It must be remembored that scientific managament requires continuous
resaarch, for it is the peradox of the sclentific method that 1¢ no scone
or guocéeds in solving & problem thean it opens up now onese It s e
challenpge to manaremont to keen abreast of nrogresses A frequent review
or "audit” of the entire mannginint gituation and ¢te methods is highly
dsairables

Y James Co "cFinney, a fuicus aniezemant cormsultant twanty years ego,
had a definite apjroach in anklysing every busingss mroblame This ep-
proach conslisted of five fundawmtnl, searching questions, which ere
hare maraphrased as quastiong that -mmpganant mizht well ask 1taelf fron
timas to tines

1, #hat fs our objective=ethat 13, what are we trying to acconoe

118h? (%, NemeIn amswaring this question, we may find oure
salves hanping on to somathing that shonld not even ex'st.)

2. %hat pooplae are avallable to do the acoomplishinpeethat le,

wiat 18 our situation with raspect to pyaonnel? .

3. Tow do thess propla £it into tho toial opermnticn and what

are thelr dutlog-=thint e, whot 1a our organization chart

4, Tvhat are the nature and the paneral specifications of the

nhyeieel nlant in which the oparation is executed?

5, ‘hat Cinancial rescurces are avallahle?

1t 13 erident immedlintely that ', 'cFinsey gave prior consideratiocn
to the human elenmt in organisatione/

An orgminéioﬁ 1s established to aceomplish valuadle and resasone

able odiectives which ean and should be clearly defineds, These objectives




oan be attainod by the parformance o activitiss which can in tura be
clsarly d4:fined and so allcoonted that there $s & minimum of dunlice-
tion of effort, Rosronsibhility for the marformancs of there activie
tios should bde oxplicit)y dolo~atol %o positions and coupled with core
reeponding muthority, Ty "deleratins® s meant the essigning of mctivie
tiss o the manarement of ancthar, The delerator hag the authority to
{astruot and gontrol Lhe position to which he hes d2le~ated cortain ree
snoasibilities. Daclaions, hased on precadent, should be made b posle
tiong moet clomalr argociatod with the prohlems unl: considoration,
Decisiors involving norml encos or problem should bs made on a lower
level than decisions involvrizg excsptionsl cases, or cases that require
poliey éotewdmtlon or mrticuler tact sad Judprment,

A hym:xwiml casa in notnt might be that of & goneral foreman's
clerk who was paid on & etraicht 92lers basise Assuning that t?;-ro as
beent & death in tho clo~k's {wmmediete smily, he asked his bonr for two
days of! with mey %o ettont the funeral and wiud un thae norsonal affalrs
of the decersad, Thz gonorel foreman immadintely apnroved the time off
on his own authority slon~, This he d'd becnuse thers vme en estadlished
conmny policy parm’‘tiing any salaried employes not more than three days
off with may whon & death hed ccourred !n the employeo's immelicte family,
and the gmployee ked requestel the tiwe off, According to the company
policy approvel was necessary only by sm emnloyse’s immediate superior,
Thus the decision was mads by tne position most closely sssociated with
the problem under ccrwidoration,

Suppose the sime genaral foreman's clerk asked for six wseks off

without pay to ta¥re a special university sum~er curriculu=n in factory






anagenentys In this instance the general foreman was authorised to
grant leaves without pay un £o & maxiwum of three wesks, ile therefore
consulted his Smmeiin’e supsrior, the nroluction suparintsndent, who
had the power to authorize laaves without pany up to & maximum of three
monthse Upvon reviewing the cuse cersfully, he conclud? t'a%, since
tiie company would aigo bhunallt from tha clerk's course of study efter
the elark's raturn o work, thore night ba soms justification for pare
tial salary peyment Yo tha clerie during hie absencus Thae suporintend:mt
carried the mmtter to his own supsrior, ths vice-progident of smmuifucture
inge for further concilaratlin, Thie cupary oficer decidel %o pay the -
cle-k's tuition at the inception of lLils leave, and, 1f he earned an avers
ago grade of "3" or detitar in hiu atulled, to pay him the full six woolks*
salary on his rodurn to worke, Since thia cese developed into an excepe
tiomal ong, it wma nacessary o carry it Ligh {a the manaamont hlorarchy
for final decision,

The number of peoaltions renortiag directly to a sunarrisor should
decrease as the laval o tho siparvisory nosliion risass, 1% hag boen
" pointad oud by sereral managensnt erxdorta that a sonior o”ficer or supe
ervisor should have no mors than five or six individuals renorting dire
ectly %o him.a 1t cannot ha oroved rsalily one way or anothar that five
or six Individuales should be the maximunm numhar, The hizher the level
of the sunarvisory position tha ore coapicx'tho prohlems of policy ani
the establishmani of wricedent hacome, and the more time 1s needed to
properly handle thase problems, Thareforas, high lavel positions should
“wot %o hampersl by probleis of supervrision and cowson prodlems of
ooo}atmtion of activitias that could be more effectivoly and o ficlently

handled by subordinate supervisors,
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Inoreased complexity in an organisation due to incrensed volume,
chanre of product, or chanpge of process, increases the need for special-
isa'ion within a 1ine or staff department, Hosever, it may be that an
szalysis of an organisation from & mamagement engineering standpoint
would indicate that grester efflisliency lay in simplifying proocedurss
than in expanding the sise of the organisation te compensate for inme
oroased ocomplexitye

ftandard econtrols shauld be established to direct the attention
of supervisors to matters of most importances A supsrvisor is vitally
interested in the degree to which he is attalning the objectives of his
position, Contrel reports should be e0 deeigned that they will reflect
this degree of attaimmant, Any supervisor whose work or product is daee
ing held to specifie predetermined standards should be given the assise
tancs and facilities necezsary to enadle him to meet this standard,

Intor=department cooperation butweem positions on the same level
of rosponsibility but not related bdy oi-r,nniuti omi lines is necessary
for the efficient funcﬂoniug of an organisation, This is, however, an
{nforml relationghip that will not de found on the conventional orpanie
sation chart, In closely allied 4 partments, inter<derertmect cooparae
tion between positions on 4ifferent levels of reeponsidility may be
secemmary to expedits production,

Valuable crossefertilisation can be achieved through a wisely plan-el
mm of interedepartment coopwation, One important tool {n this sone
nection is the conforence, eepecially when the method of detorminate diee
ouu!onw is utilised und -r the direction of & trained conference leader,

Originally these conferences were sot up strictly alonz depertmental or
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divigsiomal lines and stratified as to levels of wanapgement, but siace
world Tar II there has been a tondency toward the creation of confere
snce groupe comprised of persons selected from widely scettered points
and levels throughout an orgenisation, TFhere this unprecedented develop=
mont has been preceded by scund mnapgement policies and basie supervisory
treining of the orthodox tynpe, success has been cutstandinge In most
cases ssprit de corpes and understanding have showed eignificant improvee

ment, It seems to the writer that here is assistance in orercoming the
curse of specialisation that attaches itsalf to moet middle managsment
meu whoare promotel to the ranks of top mammgemont,

There is an urgent need for the training of more "gensralists™ in
the fleld of mampenenteenen skilled in the relation of epecialized teche
niques and Imowledge to the total situation, man who recopnise iu thelr
planning and oporating that when physical or phychologliocal forces are
eithsr orsated or chanped in any one area, thare will bi reverhorations
throughout the mﬁin universe of which this area s a mrt, They must
stormlly be sware of their resvonsibility in oreating the whole environe

mant within which individual persons gain their experience, utilise thelr
special skillse-and most inmportant of all, develop thelr pergonalities.
Thus oonsideraticn shifts from mere individuasl efficlency toward total

effectiveness,

It tas been the writer's exparionce that many managements either
fall to understand or they ridicule the immortance of psychological
forocesy Two oases come to mind that $1llustrate this point,

¥ilson wag Tirk's predecessor as porsonnsl director of the :iire

‘am facturing Compeny, and had been fired, 'is boss (the president,
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slso fired) had several yoars orior to this consummated shat he deemed

to be & neat plece of stratery by giving the job of personnel director

to the local union president, The "o0ld man" fipured this mastsr move
would cement relations betwesn ledor and manarement, tiileson, deing pomue
lar but tmmture, decided the rropw thing to do wag tura completely
apainst the union, and be "managsement minded", Soon his populerity evane
orated, and an imposing agenda of grievances acocumilated to an ertent

that a strike was imninent, At this point zilson went ocut and Xirk oame
ine Xirk's initiel assignmont wae to clear up the grievances, ang, if
poesible, prevent & strike, The firet {-portant discovery Firk made was
that there was ro actual substance to ninsty parcent of the grievances.

e further found, to his surprise, that the tools of analysis and logio
wore required only to a very limted extent in dlsposing of the rrievances.
In this situation he learned the real meaning of good human relations. 1Ir
his effort to r=oh to the bottom of the "gripes"™ in a fair, humen manner,
he interviewed the various ergrieved employess individually, adopted a
friendly, intarested attitude, and let them talk, If he kept the aggrieved

employee talking long encugh the grievance sesmed to dissipate into thin
air,

In the second cage Carter was askeal, decause of his reputation as
& methods man, to reorganise the salary myroll departaent for a large
alrcraft mmfecturing plant, !s was told the rcutines were "in & wmess",
and that several times the department had almost "passed the mayroll®,
s major disaster in an office of four thousand employees, !ie studied the
routines carefully for a few days and found that, if followed, they ware
ot loast workadble, Then, rather than reofine the routines, he turned to e
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study of the employees in tha 4 -purtnment, with ouly a little systemtic
intorviewing he disocovered thet the dopartment was divided into two hose
tile campe (informl organization), Cne of the two senior olerks in

the department wes Italian foman (atholic and the other was Crange Irish,
The blsarre atwosvhere of meilevel animosity polluting the working ene
vironment would have doen arusing had it not beon tragice Roth these
cler¥s ware technically competent, but definitely uncoopsrative, and con=
timually attempting to "got” somothing on each other, Carter gradually
befriended both santagoniste, carefully avoiding the relirious issue.
within two months he hed helped promote the Orangeman to a batter job
with another eompanye This move proved to be ths fourdational step thet
led to the eventusl stralghtening out of the department, In this situs-
tion Cartor found that §-provei humen relations and mot imoroved methods
wore needed,

Although Frederick “inslow Teylor epmreciated the importance of
the humen slement, he chose to dsvote his 1ife to the $mprovement of
methods and materials, rather than peoples It {» only now that the
huren factors in manepoment are bbing subjected to the searching analye

sls of sciwmce,
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IR POCRTAYCR CF LIADNANID

If the writer were askel to namo the single element most important
to the success of sclentific manapement he would unhesitatingly reply,
"Leadorship®s A lesderlesas organisation, thourh othorwise excellsnt,
can accomplish nothing worthwhile, On the othor hand, an orgzanisstion
with many handicaps, given good leadarship, can acoomnrlish much of a
constructive nature, In a sense, the {ndlspensability of lesdership may
be comparel with that of charity es used by “t, Paul in his famous *irst
kpistle to the Corinthians,

The saying that leadsrs are born and not made is untrus, Taturally
there are born leaders who do the right thing apparently by instinct;

“but many cther persoms have qualities which can be developed, with tho
result that their skill at leading may be appreciably strengthened,
Semething that should be born in mind in discussing a subjeot 1like loede
orship, which has many sides, s thet it is necessary to loock at then
one st a time, Yot the totel view of the whole is the only ons that is
completely truey John D¢ Rockefeller once said, "I will pay more for
the ability of leadorship than I will par for any cther ability $n the
world,”

It is hardly possidle to exagrerate how much arsoclated group
action there has to be in the mod wrn world, In at least three-quarters
of his waking hours every alult lives and moves in a succession of group
ef’orts, We work in groupswscorporstions, institutions, government
bureaus, etees e PlAy in groupseegolf clubs, athlotic cluba, dridpe

clubs, ete, We do divic work in groupseepolitical parties, "service"
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clubs, taxmaycrs sssociati-ne, etcy +We are educeted in groups, wor;
ship in graupse It is somatiwes Ai1fficult to realise that this $s &
rolatively now faoct; that it brings up one vital problem of how teo

make proup activit; a hanwy and satisfying exnerience for psople.

Yore and more people are coming to recornise that one crucial factor
in the selution of this prodlem ia the quality of lemdership showmn
within the groups they join, This s true bdecsuse:

a) typloal orpanisations today are growing very rapidly into
groot sise,

b) organisations rely oa the effective mrticipation of many
individuals who are contimally joining them with 1ittle
previous knowledze of what the organigations are striving
to do.

¢) the largor an orpanisation gsts, the more functiomalized
it tends to be,

Al]l these factare seperate the individual meder or worker more and more
from any porsonal comnection with the organisation he joins, Thers is
no inspiration, no feeling of solidarity, Yot many care for such remote
comections,

twhat sctually happens is that in many organisstionsesboth cocaruere

cial and nonecommercisleswork is divided departmentally, Sach departe -
ment or diviston has & directing head, The contact of workers with the
organisation as such oomes through that hesd, if §{t comes at all, Yot
the efforts of each individual are expected to fall into plece as &
related part of the whole large plan of the organizetionesto follow the

parpose of the whole organisation, Yo matter how eazer a "joiner" s
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psrson way be,; he will nevar have a feeling of actually belonging to
the group unless he has some parsonal contact with the organisetion,

*any have had the somewhat painful experience when they joined
8 new school, & new clud, or a new company, of feeling they 4id not
"know what it's all about”, of “not knowing where thay fit into the
pioture”™y It takes special effort on the pari of someone in the organi=-
sati m to overcone that fesling, That effort toward unifying the desires
and efforts of its menmbors is a distinctive task of the leader,

In every organigation the tendency is for both depertment heads
and the rank and file menwinrs to ses thse orpanigation's mwodlew in
torms primarily of thelr own funotional effort, People who work in proe
duction d«partments ses production departments ss alleimportante«those
who work at selling etrees the sales cnd. The more cut up the organizse
tion haecomes the more 2anger there is of dringing sbout this specislised
i{ntsrost, Only s competent leader cen correct thase weaknesses of funce
tionalisn and division of labor, Cnly a real leader can kesp the group
united to that one aim which slone produces the beat resultss In other
words, organisations require more than alminlstration, They need to be
led because the human relations of the lader to the followers are far
more normal and personal than the orders of a commander or tho routine
contacts of an executive,

arely for pecple to know what they are supposed to do is not
enoughe You can have & worthewhile objectivo, you csn have a disposie
tion to act falrly for the membare of a groupestheze alone never produce
the strongost &oup cooperation and morale, Somsone muat make it all

apnealine, Comsone must meke the group loyal to the purpose of the
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orpanization, Comoona mist be able to show pzople hew thay ara bonoe
fitsd by belonrlng to that crpanisation, That someons is the leadur,
Yot a commndsr, Command is an exerciss of power grer poeopla, while
leaderahin implies the creation and use of powsr with peopla.

A gornoration t'mt alwa s acted 1iton11y on tho statement thud
"wo're not in Musinaes for our health, we're hars %o mka money™ would
obriously make many shortesiszhted declisions, A golf clud that was run
just to mate it oossible to play pol?f would lome ma?iorse For thay want
othor valuss such as ozre in tha selaection ¢® monhars, a good clubhouse
{bar, oto.), lessons From the pro, dances, etce In cther words, appeal,
orale rarely anvears withat o good lsad:re

The comrmniler, bachune he hng the powar, muts tha welfare of the
crranisation ghaed of tha velfare of {is merberse, The lender, bacause
ha knore humn nature, will strive to meke the welfure of the crpanie
sation and of its membhars one and the sane thing, For he will ennre-
clate that creanizations are alvays a means to an amd, nganclies to help
achiove what people want, Trer: directing post over peonle should de
e leadarship poet,

The eense of achiovement and worthwhilenese that each porson wants
can be secured in ons of two wayseeby solitery crsativensss as in the
oase of an artist or dy group colluboration as in the ocass of most of
use It requires leade-ghin to gt the unreletsd metivity of the indivie
dual effort of sny groun into group unity, group pride end group teams
works Psople really huncer ¢o be led snd it is the effart to sstisfy
this desire that puts on each executive the added resnonsibility of

lendorship,e
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wory leader 18 raking the ofZort to¢ lead a group of pecple to
aocsomplish somothing together, The minister of a church, collsge
prosidont, director of a plav, fectory superintendent, foresman, etcs,
are & fow examnlies of leaders, There st be sone common factor rune
ning through these varicus activities--which mekes them difforent from
mroly directive or adminigtrativo positions, Leadership can be de=
fined as the ectivity of influencing people to cocparate toward some
roal which they come to find duinblo.u Thias definition takes into
oomsideration thet people want & sense of achlievenent erd worthewhilee
ness, This definition is eony to write, but to be underatood fully
there are some oth;r factors to be taken into socount,

¥ How greet & leader one becomss depends upon porsonal characteris-

ticse The ovnortunity to lsmd is furnished by total environment, It
1s alvays related to specific situations and needs, Cal Cooliirs end
Trumen bscamo presidomts of the United States because they were Vicee
presid nts at a ﬁm when & President in office presed away, The
chence to hold this office came to these men through forces outside
t'hmolvu. Lenin, Yassolini, Hitler, and Candhi all had caresrs that
are hard to separate from the oiroumstances of the ti=e and place in
which they functionede Thase men were, of course, leaders of large
affeirs, but the savwe facts ere true of & leadsr in ey vost, no mte
ter how small, It is the situation, and not the person slons, which
allows the leader to functioney

“van when he orf{zinstes an organizatien of any kind, the leadar
is able to contime onl,; when enouzh of his followers ere convinced

%e has something of valus to be domes The leader ghould always realize
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that he achiavis only as long as he is iu a situation where those he
1nade oan achieve, If the situation and opvortunity are so irportant,.
1t s necessarr to be clear as to the vennor in which elevaticn to
landarsuip actually takes place,

The leader sslected »y the grouv is typical of demccratic politie
cal organisations, freternities, etc, 7This process has the advantage
of predispucing those who are led to follow because they delieve thay
ocan trust the lesder and his purposese The lsader is wanted to be tha
suparvisor of agent to carry out {execute) the group purposes., The
feeling is that he is”"one of tho gpang”, & "reogular fellow", 7This is &

tremondous help and makes the leader's main problem one of how the aim
i1s to be achleved, Uut this type of leoader is salwmys baing tested,
Necauss a8 long as the possibility of re-slection or re-appointment is
vresent, the right to load las to bas earned contiously,

The third wy in which poo;;lo get the chance to be leaders is the
mathod used in many kinis of organisationsesbuziness, institutioml,
oho,y-w!'noro & hoard of directors or trustees appoint head executives
who in tura select the lesser sxscutivese All such leaders are respon-
sible for results ohtained by others working und-e them, And these
others have becu hired, usually, without any necessary intarest in the
basie purpose of the argsniution.

The problems of leaders of this sort is to deel with people whose
lepsl relation to the whole group is, for the most pert, one of master
end servant, and to deal with them in such a way that thls rolatiene
ship 1s changed into something approxi-ating e pertnsrshin, From a
group brought torether by somewhat hit or miss methods, this leader
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hag the hord Job of trying to bring sbhout some unity of interest, a
morale that §'mlice willing service in a comcn ceuse, JTn other words,
he has the Job» of making follewers cut of hirolinps,

In the firet place, all rhat moet naople know is that they have
& Jobweand that having a Jobh is the condition of heving the means to
™y for food and shelter, The lendarsg roblem ia to show them that
by helping the group thaey are helping themgelvee, that by being loyal
to the erzsnisation thoy &re baing lorsl to thomselvessy that what they
went to gain {8 bost reslised in the efforts they wake on behalf of
the prosperity of the group, 7is problom is to mke then want what the
organisation wmantg, This may not semm like teoo tourh a problen until
we look at the objactives of the orpanizntion and consider honsatly
jJust how the workers are related to them in terwe of a share in contrsl
and {n rasulte, To understand this yroblem bettor a lmder ghould know
the part his own objectives piay &a determining how far he ean go in
irflusncing othors,

The 1eader is an artist, Instead of using raint as meterial or
wood (as 8 wool=carver) etc., his mterial is people. Fnowledre of
the process of influencirg peonle hes increased rroatly in recent years,
The use of that Imowledge by the lender is ol e cueo of annlying
truths that are in ons form or ancti-r an evdi-day occurrence, A dese
cription of wvarfous methods of influence utiligal b lomders followss

T Suggestion may ba eithar direct or indiracte-it is usuelly a verbal

hint ueed to bulld up or mintaln tha arestiprs 0" the lasdor or *o aveld
t"e danger of of fending the nrids or dlsturbing thn aol "wonntt 1amen of

the followors, An exanmnle wauld ha piving ordars b suvr-asticns,
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surcesting poasible injury unleas a sgltuation 13 chansed or cloareld
une Thatevar ls dono to seb ths leader apart is guzzasting hia
{portancee~titlan, aniforma {e.g.,, foremn's ocost), etce A laalar
who joins in proun activity with his won is using s17resti=n to
fnllcate that bosldes bainz & londar he is also & "rozulur follow™,
or "one of the hora", A trial belloou typo of sugsostiim cauld be,
Tiheat do you think of theze changes?” A nolita epnroach could be,
"fources close to the adninistration eRyeessce.e”y

Imitation 18, of course, ot an active procers for the leader,

It is the followars who tend to imitata tha lesder's mnnerisns, or
actions, such ag the loriar taking tims of?, coming 1in late, cor broske
ing othor rulem,

Exhortation is usually ar emotiomsl appeal to & groupe Uow welue-
able it fe for permanently influencing others is I~rosgible to state,
dut it doos ssen to have value §in erousing enthusieen, for helning
verioug drives (commnity chwst, scrsp, waste, ahgenteeisn, eto,) to
gucceode This could de vsed by the foremn in appealing to & greup
leadx or to a whcle derartment,

rarpuasion by argumant s usually usod when it is necessary to
influence individual winds to egresrent on apecific issues, A desoripe
tion of the stemm usedewconsidoration of the {ssues, welghling all the
ovidence, considering all cltermtive possidilitios, ani the disncsition
to abide by thes cutcona of careful deliderationeware rot within the
scove of thie thesis, 2 good leader ig trsmendc:sly *al-=ed by bolinp

8 olear rsasoner ani a frisndly rarsueder,
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Publiocity as & method of influencing people is not a seperate
process, ut a technique for supporting some of the other processes
discussed here, 1t oan be done dy word of mouth by a foreman or
his group leadors or by notices on a department bulletin doard, or b
other suitable mesangy It can concera progress of efforts to r:duce
sora) or costs, for evample, There is a 4ifference, however, between
pblicity and propaganda, The latter gives only mrt of the facts,
or & dlagsed interpretation, Its parpose is usually selfish or narrow.
Publicity is an eoffort ¢c put across idens or points of view in an
honest effort to inform, |

There comes & time whon every leader hag to rely on the logie of
gvents to have his followsrs become awmre of & problem or to ba intere
ested in a proposed solution, Bven though a leader is able to enticie
pate traible, scmatines 4t is ivposaidle to pot more than a few fole
lowers to look ahead too, People are inclined to worry adout prodlems
only whenm they cannot he ignored any longer. Yost people do not leok
ahead to dorrow troudbles There is an old saying, "Never trauble trouble
until trouble troubles you." A real leader can look ahead and anticie
pate traudle, e has to decide whether he will force atteation to the
pending problems or if he will mit and let the sequence of events bring
awarensas of the trouble to his followerss For sxample, in a given shop,
$f you can see ahead to increased costs, 1t might be di7ficult to get
cooperation o reduce eosts if the incentive bonus of werkers is high.
#ith a low bonus, reduction of costs might be easier,

An indioation of devotion of the lsader to his followers is &

powerful foroe, “ithout question some of the most successful instances
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ol leading have deen based on this, 'any have heard people say

about their hoss, supsrvisor, or president, "I'd do anything for him."
llow & leador cen be the kind of person to bring sbout this feeling 1s
one of the ksy points in leadership,

lastly, creating a typlcal problem situation in order to learn a
lesson from its solution, is nothing more nor less than learning dy
sxperience, profiting from mistakes. Sometites this can be & costly
lesson, which is something the leader will have to considar, But some=
times people refuse to learn by any other methode As an example,
there is the story of the factory owner who wanted to foster “democracy”
among his workers, (ne method he believed in ws to allow each departe
ment to elest the foreman, subject only to his own veto §in extreme cases.
{n one ocoasion hs felt that the wrong man was electedi, dut instead of
axercising his veto mower in the usual Russian manrer, he decided to
walt and gseo what would happen, In & aqoupls of months the men in the
demrtment cams to him and admitted they had made & m'stake and wmnted
to hold ancther election, le acoopted thelr request on the condition
that the men thermelves handle the demction of the present foreman and
bs sure no i1lewill tomard the company would result from returning him
to his old4 job, This exemple is given, not to justify the owner's
acticn, but only to show how those involved in a situation learned from
it,

The leader also is & sywbol of the cause he is serving and in this
way influences peopls, This mkes & personal apreal to them and dee
mands loyalty, Thore is cne danger in thigeelocyalty to the person my
sventually over-ghadow and in soms c¢ases entirely oliminate loyalty to

the cause,



The lead>r ia dolng his job when poople ere influenced to cooper-~
ate toward some goal they come to find desiradble, DRusiness grouns are
an ocutstanding example of groups where the individuals take part withe
oub helping to formulate the group eim or without having the chance to
say that thas agree with it, They merely egree to come on the payroll,
The relationship between employes and manapenent {¢ one of master and
servant, A job, for most of thewm, !s nscesear; for survivsl,

Fow will thos @ enployees De 1ed who fesl that all they can pet
out of their johs is the woekly may envelope? The one grest desire of
mazbors of busineas groups 1s to be rstained cn ths jJob, f.0e, job soe
eurity.la Thers are other desircs that sre more poﬁ.tiﬁ. such as the
desire for personal i{rwrovement in and through the working relatione
shipe The goals which peopls in groups willingly follow and the leadars
they W11l gladly serve must apneal to them in such & way as to emadle
them to renlize soms parsoml pain, There is all the difference in the
world between situations where mansgamsnt tells workors what the assoce
i2ted aims are and those where all the workers are given the epportunity
to joln in ersetings, or chansing them,

Thet hae proved true in relizion, ermies, and politics is also true
in other group efforts, ™sople naed the leader to helo show them and
give them the experience which convinces them that their loyalty to the
groun is & good thing for them, This involves more than a dlind trust
in the leadere~it invclves sharing with the leader in deciding what is
to be done and how, People can be made to follow if they can be made
to seo that the direotion Lelng taken is good for them, ’any & war

hes bsen fought by mon led to die, bellsving death hetter than endure
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ance of conditions thought intolerable,

Loadership is not a matter of hypnotism or salesmanship, It is
s mtter of lsading out from within individumls those motives and
offorts thay discover to represent themselves most truly, '“ost peoonle
do not know what they really want until someone helos them,
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FAYMIYC PropLs

ithy do peopls fail on the johb? The author esti wtes from expare
fence that eipghty porcent of failures o¢n jobs occur not becauss the
individual does not Ymow his job technlically, but hecause he cannot
gst along with peonle, 1In one large mnufacturing plant forty grade
uste engineor were hired during a eilendar year and at the end of the
yoer two wore still on the joby The remainder could not got along
with thelr sssoointes, Recently s leading consulting enrineer declared,
"The importance of ths porsonal and gooiological asnscts of our bee
havior ag engineers cannot be oversmnhasized, In a recent amxlysis
of over four thousand cases, it was found that gixty«two percent of the
employees discharged were unsatis’actory becauss of gocisl umadaptabile
ity, only thirtye-eight parcent for technical inocompetence,”

Fhat s suoccessful handling of pecple? The supervisor not only
must be able to got along with _pooplo. he must "handle" them, that is,
have then do what he wants thea to dowwand 1like it, Successful haniling
of paople is getting others to do what noeds to be done and foel right
adout doing 1t, To be suocessful this fesling muat de enduring towmard
the particular supsrvisor concerned,

There is a wmy of wort':gsg so that any situation can de handled in
an honest and sincsre manner, Jt oan be handled tactfully by giving
sufficlent thought to proparation, apnroach, preaentation, and discussion,
Over a pariocd of time this way of working becomes second mature and it
is inatinctivaly used, If this Dollef ie accented and used, wmany "fusey"

situations that previcusly arase in dealings with people will be eliminated,
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The result of this way of working i{s & senss of freedom, ¢f opene
neas, of being ahle to deal with superior cr subordinate without fear
or favor, Althourh the suparvisor will probadly rmks honoet mistakes,
thare will never bhe that overhanglng fear in the back of his mind thet
some coveradw-up situation muy explode in his facee Thare is never
that uncomfortable feeling arising becsuse of the anproach of a person
wio has beon tneincerasly handled, Consequantly a better grade of work
results from that sense of freensss and the colf-conﬂdoﬁco that sccome
vanigs it, There is a feeling of belng on top of the job imtond of
having the Job on top of the suporvisor,

Muping torld ¥ar 11 the Pratt and khitney Afrcraft Olvision of

“4he Tnlted Alreraft Corporation davotod extonsive research to the orobe
lom of what qualities should bs expectel of compotent euperviscrs, Yot
the least valueble tocl in the develomment of thelr findings was free
quent conforences with members of shop qupesrvigion known to have purticue
lerly successful work performance records, After wmany months of piim-
taking effort the following qualities wore determined to bs applicahle:

Ae Cuelities Primarily Needed in Dealing with Paople,

le Inteprity
a) honesty
b) sineerity
¢) courage
d) trustworthiness
2, Diplomoy
e) tact f) psrsoml nagnetism
b) forcefulness g) enarpgy
o) persussiveness h) firmness

d) confidence 1) ecurtoousness
e) courage
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3¢ Toleranca

e) thouphtfilnees 6) undarataniing
b) matience d) openmindedness

4, Coopsrativoness
s) helpfulnoss d) opsnmindedness
b) friendlinass a) senass o reeponsibility
¢) resnonsiveness
N, Cualities primarily Yeeded in Dealing with Things,
l¢ Initiative
tg resourcefulnens d) foresirht
b) {magcinstion e) visualizaetion
¢) desirs for efficloncy
3, Determination
a) courape
b) patienco
¢) industricusnesse
Ce Cualities Concorned with both Peopls and Thingue
1, Judgment
a) thorourhness d) analytioal ability
b) accurnoy e) loyalty
o) completeness
2, Dependability
a) consistently scund judgment
b) stability
e) rfalthfulness
4) loyalty (eege, 88 indicated throuzh good attendance) -
To sxamine comzletely each of the foregoing qualities is not the
objective of this thesis, It is plainly erident from the outline,
however, that the work of those who supervise others is mostly intanpible
in character, It will! be instructive to ohserve the operation (or lack
of operation) of & fow cf these qualities in sctual cases, The first

cnse 1g e story told by a group leaders ¥



Foreman X approached John Doe, & group leader on "I,D." Crinders,
with a lot of twolve goars, and asked him if he wouldn't grind them,
John Doe was & new proup leader and as a result did not know the
ropas too well,

Pefore atteaptiug to grind them he declded that he had dettier
chack theme The first gear that ho checked did not have enough stock
on the I4Ds to clean 18, e then checked them all and found that they
wore a1l the sane, I'e apmroached foremsn X and told him what condie
tion the gours waure in, The foreman's reply was, "Ch, Yes}l I forgot
to wantion that when I Lrought them over to you, I meant to, but it
slipoed my mind,"”

Jotn Doe then asked the foreman if it wouldn't be bettar to put
them on salvage as they were in the roughing stags with only about
turee opsratious completed, (Foreman X had charge of the roughing,
Crinding came uader finlghing work, with foreman A as the head of the
division,) Foreman X's reply to John Doe's query was that he would
take all rosponsibility for the gearse Joha Nos diatrusted him and
docided that he waan't going to take any chances, 80 he marked the pears
with & punch,

About twelve operations later eleven of these goars ocame back for
griniing after bardening, OCne was lost, The gears had opened up in
the process of hardening plus the insuf’feient stock in the roughing
oparation, It was found tiat they wauld not clean up now, which was
to be the finlsh grind on the 1,0 of thils gears John Doe thon ape
proached foremn X and told hia that the gears had oome back and they

wouldn't 6loun upe [orema X promptly ingtructed him to put thena on
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salveagze as thay would probebly dSo soran, John had the necuvasary paper
work made out snd broupht 1% to forsman X for sigmatures Tho foreman
maintained he would not sign the paners as he d1d not romombsr meking
any such statenant, John tried to refrash his mamory bu¢ the effort
wag obviocusly wasted, Then, and only as & last rasort, ue related to
the forsman how he had murkoed ocach gear with a punche The foreman still
doniel it, but wiith reluctance signed the salvapge shoeet,

In the menntime foreman X had told somecne else sbout how he had
intended to pass this screp on to the grinding, whan Le knew all slonpg
tiat 1t was screap in the rourh stapes This story fimally got beack to
Jechn Doe, and he brought {t up one day when he was talking with foreman
Je The foreman gtoutly ruplied that no one could blame him for trying,
which was of course as good as & confessiocn.

Yow for & brief analysis of this coses Did foreman X gain? Yo,
i'o atill had to sign for ths goars, he lost prestice with Jokn Doe, and
{pariled his job by talking about the mattor and confessing it Should
John Doe have reported tle whole story to his supoerior, foreman A?
would such action have sorved & constructive purpose? It would prodbably
have improved future relationships for the conpany, for John Dos, and
ovan for foreman X. Should Jolin Doe have referred the situstion to his
supsrior for action rathar than try to bacdle it furthsr himeelf? Yes,
ioreman A would be on the eame laval of suthority as foremsn X and so
ba in a position to propsrly carry the mattsr to manupement, ‘“Soreaver,
his om {mmeciete supurior is John Joe's first ston in the organization
ladder,
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%rat doos this cane 11luatrate? Tha Inoffectuality of dishonssty
on tha foh, the rasultart lowring of nworale, R%Y tho hoonorang nrture
of dizhonesty srd innirvcerity, The quelitiocs undor the cantion
"intazpeits” can be 1linked with this case as follows:

1, Verent: - Fororan ¥ defravded h's coryery end attonmted to

trick Jo'n Dce,

2¢ Tincerti’y « Foreaman ¥ wrg not wha Le appucred to be,

3. Coursin = Vg cortainly lacked the covrape to ronort the

reraprel peere In the firrt place,

4, Truetworttineeer = Jcohn Doe will never trust oroman X spgaine

The followinr {8 anothar eremnle as told by a proaup losders

"Thers wap &n onnrétor on My line who constantly disrupted the
routine of tha dry, T:ls was due to thas fact that this men hal very little
oxperience on & lethoeetin fact very 1ittle mchins evparience of ary sort,
e contimously kert potting into Sroudle by doirg things thoughtlessly,
Fer aramrle, he triel to rosm & hole first witrout drilling it, This
men wag very sincere ard chesrful abmt evorything, so it was herd to
ret rid of hia ¥ithart hurting his feelinpse. Then §t harnened one day
that the foreman of thn nort department wes looking for help to dresk
in on grindirg, Tis T thourht wesz en opportunity, T first discusced
the sltueticn with my foroman, Fa thorouphly egresd with my rlars, I
nyrt went to the oparetor, !or seversl dare ¥ trie! to intorost him in
grindiez, T tald him casvelly thet erindins wes interesting avd re-
azired e¥111, and g:ite a chenpe from Inthe work in that the toaling
wag Aifferent, I also told him that this wza & good chence to sequire
variel srperience, Fi‘mny e apgreed to take o chance,

’
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"The man war transferredestemnorarily, Aftsr s ecunle of weeks
te got the Yneck cf grirtiry #nd it proved to hs wuch eagier for hiw
then lazthe work, o then was trensfsrred permanently, 22 a rogult
cf this arrarrerert evorycre wes gatigfial and mors than anything elsse
trto men thourht T ves & pocd srort in helpine hi+ pet & %ob where he
woe harnler,”

™48 is & cleor c2re, Did the grovn leader gein by thie stroke
of dirlorecy? Te von the pocd will of the onerator, end no doubdt
refsed his stock ir the eyes of hig forsmen, lie aleo increesed hie
o self=regpscte D134 ths operstor gain? e gained a Sob he anjoyed
and his self-rexvact was regerved or even irproved, Did the commany
celia? Ar unsatisfactary emnloyee decame nroductive, /s o ratter of
fact, no one loet,

I the groupe leeder had tactleroly secured the ren's transfer,
et vwould nrodabdly Mys haneconei? The operalior wouild definitely have
euffored & lose of eelf-rasnect end perhans lost & Job complotely, The
rroon Jador would not heve grined the good will ani selfegatisfaction
of a job well done thethesactually did achieve, The commeny would have
loat ita investment !n the enployesewths degree depeniing upon whether
or not the emrlayes m is good on awothot; Job or termimated, It cmn be
seld, thom, that dislowncer on the Joh definitely mald dividends in this
cngs,

A~othar oasol

€ $1lustretos the use of the qualitiss of tolerance
and ndzment, end 13 an exomnle of meod handlirr, The executive ine

volved in the ease tad heen an axtremely able specialiat who dealt
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with spocinliste. Ue wms a norfactionis%, and +the huren ol ement
hardly ovor entersd his thinking, A tas¥ could eithsr he done or

not donsewthsre was no middle proaind. 7o hiw rll such thinrs were
black or whita, Thore wma no grar, Uis emolorer, who was faniliar
with the arvard lZwwedr Advenced *nnnpematt Procren and its v ne
for the intonsive training of key ccmoany porsannol daing groomed

for nromotion, st thisx avocutive to Harvard, !"1g commany asmt hin
hecause he wna due for naw resnonsibility which would bring him in
contaot with all ¢ypom of moreomnal, ilig enpsrior wantel hin to
develon the nhilesophy ¢hat naonle are peorle, that to err s human,
and that he must try and und stend why neople dec the silly things they
doe He went through thae course, first with shoepticten end letar with
roal enthusiesm, Soon aftor his return to work he wes promoted,

In his new doprtmant thare was & man who suddenly had baeun to
bulld up an elarming ahsontee rocords e was 2lways 111, At least
once a week his leaps would swell un and he would ha unnhle to po %o
work, The executive had a doctor examine the man, end thore wog no
doudt thet he ves not well, The sxecutive susiectod the man wes drinke
irnp hervily and that his sbeences wore caused mors by hangecvers than
by anything else, A year defore, he would have fired the man,

fiowover, he recallel the cares he had studiet at Farverd ard how
they stressed ths advisablility of side-eterning tha obvious ernd really
fFatting to the teart of a problem, Parhans the men's illness relatel
to something else thet comld he corrected, Ths evecutive mede it a
roint to weet the chronie eller $n & cowue) way and start telking with

him, They chatted about gports, dusiness conditione, neonle, social

«f G



affalirse iamlly, tie boss came to the polints .ie told tue subordie
nale frankly that he suspected him of drinking too mch,

"o, 8irl" tue an prolested wigorously

TRhat 18 10, theni" askael tie bosse "Ie it monay?”

The enployee hesltatsd, tham blurted oui, "les, sir, it {as I've
gosten into tae hands of so:2e loan sharks and thay are driving me crazy,
1 don't kmew how 1'11 @var bo able to shaka thca of fe"

That was &ll thore wus to ite Tha boss helpal tha man do a 1lit:le
rslinancing, aul in a few moati.s he was cut of debte, This man has not
missod & day from work slnce. ila has desn promcted and is completsly
happye A dootor erplalned tnat this mants nerves hal affectel a sclatie
conlition and caused tis ewellinrae If tha bezs had takon the obvious
for srantad he would have sat the stage for tragedy.

A linal casol4 i3 an exazple c¢f boih bad and good Landling and
$1lustrates the oparatiocn of a wide range of qualities, The cuss cone
éums a sorlous sltustica &ilch hal develops! in a large plant swploying
sgroral lmundred foromens

It becanw apparent to the top wmanugamant that producticn was dee
cidelly off and hmd boen ever since a veteran supsrintendent had ree
tired, Dreskicens in gquipment wore frequente Layoffs were {ncreasinge.
Top marugomont saont cna of 1 you:pg executives from tha homs office
fato the plant to rectify the situstiones e studlied the mroblasm and
decidel 1% requlred a strong hand,

Yrer, woat ha called & ameeting of the foremen anl caused those
w0 had dore tadly to bo singled ocut by uamae ‘hea this 41d not yleld

rosults, he bogan raquiring the er-unt forsmgn to gtand up in the
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meetings with their collearues and be pudblicly excoristed. It ia
obvicus what this 414 to thoe plant, Zvery foreman walked arcund in
fear and trembling, Instead of being leadors of their men, they went
around coddling them, so that by collusion thay could cover up as
ruch as possible, This was hardly whet top ﬁmgm had ia mind,
The situation grew so acute that the wives of the foromsn who had been
mblicly rebuked were forced to take thae gldes of other women whose
mshands had been more fortunete, MNaturally, the woman howled,
Finally, in desporation, toﬁ mnagenent oalled the "bright young
w=un” back to the home office, and simltanecusly oalled the former
suparintondent eut of retirement, iie restored production to former
quotas by & very simple device: !'e went into the plant and watched,
‘henever he found some deficiency, he oalled the foreman aside private-
ly and ask«d hin what wes wrong, There was no ceunsure, no thraats, no
publie exposure, (e siwply asked, "%hy?" He kept un amsking “ithy1"
whenever thare was & breskdown, %what happened? All men hu_ving pride,
the foremen barsn rumning out of sxcusee to this friendly fellow whe
mi1dly kept asking for an explanation, flow could they keep giving him
the saws alibi over and over and justify themmelves? Consequently,

- thay went to work and corrected the situation themselves,
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CLUCLIMTYICOTS AYMD 8UCORTRATIONS

.

This thesis on the place of human relations in sclentifio managoe
mont is selective sand surpestive rathar than exhaustive and conclusive,
In his research the muthor has drawn upon his experience and contacts
to & much gronter extent than upon "book” sources. The subject of
sélontific mamagemont possesses almost infinite remifications, and
thersein 1ies & danger, Tecause of the marnitude of the sudject, writers
have elther devoted doep attention to one or a few phases, or have
heastily and suparficially scraped over the entire subject, For this
reason there is yet to be written a useful work which sdequetely inte-
grates all phases of sclentific mamapgement, T is work would of necese
sity be momumental,

1 In the January, 1748 iesue of the 'larvard Pusiness Review, Profes
sor Roothlisberger declared that nothing of significance has yet beon
‘written on the relation of humn relations to seiemtific managsment,

As the writor worked over the material selected for Q;hu‘ thesis, the
morc.oonv‘lncod he became of the need for such a worke, Perhaps such a
work would in itself integrate all phases of scientific management,
Thare aproars to be a growing conviction on the part of each authority
who has specialised in gome particular phase or technioal aspect of
managament that the human relstions psrtaining to his field should be
fivon sipnificant attention, This general recognition of the importa-ce
of human relations in every manapement quarter leads ono to the feeling
ghct human relations may very nn be & common denominator, The writer

has certainly found it to be 80 in hls selection of thesls matsriels,
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Yone of the following topics has been given special treatmont in this
thosis, but they are lleted to 1llustrate that a human situation ie
implicit in & wide variety of what are usually considered nonehuman
aspects of management; *
} 1, Sudroets as & force for morale

2+ Time standards and the will to wrk

3¢ Torker aaceptance of new sanufacturing technigques,

4. Fature of organisatioml cooperation im cost control

6+ Reletion of worker sffort to ;mlalisuﬂm of labor

€s Relation of product sales to employes attitudes

7“l'hc industrial revolution which ws have been exporiencing for

several centurics has led to specialisation of training for these who
oparate the rut;cum of & business enterprise, e.r., controllers,
englineers, sccountants, market researchers, attorngs, osychologlists,
etes ach specialist, immersed in the intricecies of his speeialty,
has come to view his contridution as the one faotor most indisvensable
to the sucoess of the enterprise. It hag acoordingly become & diffie
cult task for the manager to direct and coordinate these specialists
as an effective team tomard a common objective, Usually, the manapger
hinself has movsi into the heterogencus fraternity of tonp maneagement
from a specialty, and finds it hard to discontime Yeeping an undbale
anced interest in his formar work, It is the writer's view that s

manager noeds & working knowledge of many flelds pertaining to the
opecation of the enterprise, almost to the extent that he i¢ a “jack
of all trades and mster of hone™, As long as he knows enough about
s mrtiocular field to intellirently coordinate the performance of
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the "magter® of this fleld with "mastaors™ of other fields, encughl
If he gets alons well with the specialista (elither in or out of his
company) and they have confidence in him as & leader, they will eome
to his ai1d when their knowledre and akills are needed. ¥

{ An orgenizetion i1s a delicate human mechanisme Policies, processes,
procelures, reports, squipment, and facilitios are not the organisatien,
but aro used by the organization to accomplish its odbJectives. To the
manarer of the organigation the important considerations should be
balanca and continuous flow of the 01l of healthy humen relations to
keep the parts in smooth running orders Then, like & welletrained chorue,
a1l contribute their individual and indispensadle marts to produce the
totel harmony, undspr the compstent, aympattetic and undsrstanding direce
tion of the leadsr, Can the lsader aing every part in the chorus? ¥Nol
Zut ke understands the relation each member bears to the whole, sonsing
instantly when a mombor is not contriduting to the %otal harmony, and
he proceeds at once to correct any defedtion, As a corollary to this,
it follows that if the mechaniam develons lack of balance or oil, it
degenerates into a Frankenstelin, destroyinp itself and often its create
ors as well,

As a result of research conducted over a patiod of time and on s
countrywide basis by the Committee for Economic Development, it was
dlscovered that the vast proportion of business falilures was attribute
able to poor overall managomant, rethor then mrimrily to particular
techanloal defiolencies, The C5)s conclusion was that this situstion
cazld only be overeoms by continmuous education, The problem is twoe

folds first, to improve the ekill of those already in managerial
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vceitionsy second, to pranare those who asnire to beccrw managere in
the futurs,

It eoems to the writur thet the largs eompanies are in tha process
of handling their cwn vroblems 1m this rospect, without the necessity
of cutelde aid. Throuch their own training departments and their own
training ocrograne they are doing an cutstanding job of manegemsnt traine
ing, sspecially in raspsct to traineecs for executive opsninpgs, The
task is mors difficuls when it comes to those parasons alreeldy sceupying
=managorial rositions in largs comnenies, In order to broaden the capa-
citlon of oxlating axecutivos 1% 18 derlrmable to poricdically shift them
from one post to another, prefarably to responsibilities of a sudstane
tiaily different character, In & faw companies definite planned proew
grams of this type are in effect,Y(e.g,, Corsolidated Mdison, ¥, YY)t

In the writer's opinion, there is opportunity in the typleal
1linneani-gteflf aet«zp of & largs company for the develomment of a pool
of exacutives with allercund trajning, through adoption of a rotating
"administrative assistant® plan, The aiminiztretivae aseistant is one
who relieves & maior exscutive of tha routine and detail work of his
joh, acting not for himself but in the name of the ma jor executive.
Thus 4¢he adninistrative assistent s essontially a staff man,

Through experience the writer has found that there is consideradle
sirilarity in dutime of the administrative assistant, no mtter who
his superior may bee Typically he is concerned with »rocedures, wethods,
organisation, and porsonnoel matters, Through parlodicv planned transfer
of an administretive assistent from one mjor executive to another, and

given qualities of leadership, he would sventually be qualified to
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occuny & top managoment position, fortified with an ovairall viewnoiut

o’ his company and an aporeciation of balsnce, It is ‘dmbtlnc a much
sasior tass to shift stafl men than it ia line executives,s OFf vourse,
there 18 no reason wiy & line executive with possidilities could not

be trausferrei to s staff position far the speci’ic purpose of eventuale
1y preparing him for larger line raeponsibilities.

T% woild seem that ingtititions of 'highar learning caa fulfill a
raal noed in accepting rosponsibdility for increasing the skill of erecue
tives in small end mellun-sized companiae, Conerences, seminars, and
{nstitutes cocnducted br & coldage or university primarily for the bene=
£1t of this class of aexecuiives wvould provide the oMnity for ine
crousing mmgmaht skills, exchanging exporisnces, and imnroving knowe
lodre of human prelations.

\.The Advanced Vanagement T’focmm of larvard 3usinoss School, in
oparation eince February, 1%J3, is sugrostive o whaut ¢can be done along
this line, Caniidates for tho prosram ars carefully selectaed by th
top muegenants of thelr companies and thelr tuition mid by the organi-
zations emplosing theme Tho tralning covere & thirteonwwook fulletime
pariocd and is condictad on the !Marvard csmpus; where ths candidaten
live torethar wilo pursuing their studiess Tho are ususll; sent to
tha Business School just mrior to & promotion whiich will require of
thom groatsr respousibility, broader executive viswpoint, and graater
skill in human relstionss The titles of the men who have attended the
progran in the mst racge all the way froa factory superintendent to
president, Candidates are {n most cases selocted by ihe presidente of

thelr companies, and ars {raquently men roparded by thelr asscclates
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as indisponseble to efflclent commmny operations There ara siz ccurses
in the Advanced 'anagemont rozran and no examinationse The study
nrogran 18 divided adout equally ‘mdng ths following subjectss admine
istrative practices, cost and financlal aiministration, production
managonant, marketing manszement, problems in labor relations, and busi-
ness and the Amarican lLconomye In additica to geining immeasuradly from
their informal contacts wita others and the exchange of sxpariences,
the atudents pain t.;ho coordinsted bird's eye view of top mencgement and
s despw und.nh'ndtng of thy human gide cf free enterprise, 7ariations
of the liarvard Advanced “muajsmsnt Progrem could well be donsidered by
other sducstionnl Iunstitutions of collesiete prede, es‘pacial‘l;- thos e
located i or near industrial areas.<

In most collejen, urdergraduate courses in gomo way portelriing to
bhuginess adninistiration are elmoct alweys epriad over a econsidammtle
vumber of Jdepartments, end are seldow cooriineteds T pical examnles
of such colleglnts departmunte or schools ara me choluy, soelolor:’,
enginvering, econonice, and business adninigiration {%z0lf, "hory is
a tondency tosard the bufllding of “vosted intarasts™ by anmhitione
pro’essars, and a consequent duplication of effort, Actuall; , it is
{rapossible for the averags depertmant or sohool of lLusiness adninlse
© tration to offer all the ramgenent training that an intorestel student
should have, imch of many other demartments is in & position to make
valuable eontridutions ¢to the studmts® unified, halanced training,
ience, 1% is ths n'iter:'a belisef that & powerful allecollege committes
chalrmmned by the heel of business adsinistration should oporets for

the purrose of creating ani coordinating menagement treining prograns
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Llat cut ncrosa dapartnental lines, ani for the murposs of promoting’
and eporoving all couraos outeid: the buelness adninigtration dsperte
mont cr school, and that nertein to the fleld of businesse Tius the

atul-nt coull avnil himsel? cf o much souader ducinocs dopree progream

than ir now norgihle in nort collegos.
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