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PREFACE 

I N May, 1927, the League of Nations assembled at 
Geneva a World Economic Conference represent

a.tive of employers, employed, and economists. The 
work of the Conference was largely carried out by 
means of two committees. one dealing with com
mercial and the other with industrial questions. 
Among its other activities the Industrial Committee 
produced a series of resolutions under the title of 
"Rationalisation" which were finally adopted by 
the Conference as a whole.' These resolutions 
recommended "that Governments, public institu
tions, professional and industria.l organisations, and 
the general public should influence producers to 
direct their efforts along the channels described . • • 
and diffuse in every quarter a. clear understanding 
of the advantages and obligations involved by 
Rationalisation and Scientific Management; and of 
the possibilities of their gradual application.", 

In Great Britain a small group of employers had 
already taken certain steps to promote both in their 
own factories and among thek fellows a wider 
appreciation and application of scientific methods 
of management, largely through an organisation 
for mutual co-operation and study in circles of 

• See Appendiz A. ReooIutiODS of the World Eocmomio Conference, 
Geneva. 1927, CD. U Bationalisation..'l 

... 
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Elon-competing undertakings known as Management 
Research Groups. This group felt that the oppor
tunity presented by these authoritative resolutions 
should not be lost. Having ascertained that it 
was at the time improbable that any department 
of the State would take the initiative suggested by 
the Conference, they decided to see what could be 
done by voluntary effort. 

They resJised immediately that one of the chief 
difficulties in their path issued from the existing 
complexity of the organisations designed to assist 
industry or those engaged in industrial management 
in various specialised directions. Many great de
partments of state already exercised functions bear
ing upon the economic life of the nation. They 
included the Board of Trade, the Home Office, the 
Ministry of Health, the Ministry of Education. and 
the Ministry of Labour. In addition there were a 
variety of special bodies maintained by the. Central 
Government. Among them may be mentioned the 
Department of Scientific and Industrial Research, 
with its dependent Trade Research Associations and 
special laboratories, the Industrial Fatigue Research 
Board, and the Empire Marketing Board. 

Voluntary institutions of various kinds presented 
an even more complex picture. In almost every 
trade were organisations of employers and employed 
heading up to great national federations such as the 
Confederation of Employers Organisations, the 
Federation of British Industries, and the Trade 
Union Congress; While the object of such organisa
tions was primarily political and economic influence, 
they had in praotioe developed many subsidiary ser
vioes to their members bearing on the questions in-
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cluded under the" heading of "Rationa.lisa.tion " by the 
World Economic Conference. There were resea.roh 
agencies either founded by trades on their own 
initiative or connected with educational establish
ments. There was a network of professional in
stitutions who were inevitably compelled to con
sider the relationship of their members and of their 
special work to the general structure of indnstry. 
There were many undertakings founded to promote 
the application of some particular idea. within the 
general field of RationaIisation--sta.ndardisa.tion, 
psycho-technology. co-partnership. welfare. safety. 
and so on. 

This situation had undoubtedly produced in the 
individual employer a certain impatience with new 
organisations. Owing to the rapid technical develop
ment of modern business methods. a. development 
with which his methods of organisation and ad
ministration had not always kept pace. he found 
himself confronted with a large number of new 
activities somewhat outside the daily routine of his 
0Wll undertaking. Conscions that failure to main
tain contact with them might result in a lOBS of 
initiative and knowledge of value to his concern, he 
was at the same time aware that many of them were 
the product rather of enthusiasm than of pra.ctica.l 
experience. His time and his personal power of 
absorption were alike limited. Consequently he 
tended to regard with very definite suspicion any 
proposa.l to add to their number. 

Two things were clear. The complexity of the exist
ing institutions and their predominantly specialised 
character largely concealed the essential unity of 
the problem with which they were designed to deaJ. 
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A definite movement for Rationalisation could only 
be founded on a policy which regarded the industrial 
life of the country, and the various aspects of 
management whioh were united in each separate 
industrial undertaking, as a whole. On the other 
hand, the employer, the individual in whom these 
multiple tendencies and activities met, as it were, 
at a point of action, could view with legitimate 
apprehension any attempt to add to the number of 
organisations and institutions. Without him any 
movement of opinion or ideas would fail of practical 
result. But his support on a large scale could only 
be anticipated if a more ooherent and logioal arrange
ment of the various specialised activities were 
presented for his oo-operation, an arrangement 

.definitely oaloulated to save him time and money. 
In short. the first requisite in Great Britain, 
if any national movement for Rationalisation was 
to be initiated, was some more rational arrangement 
of the existing forces dealing with one or othti- aspect 
of the total field. Mutatis mutandis, the same 
condition holds good for the majority of industrial
ised countries. 

Accordingly, those concerned called a meeting of 
the officials of some fifty institutions to consider 
the possibilities of co-operation. That meeting 
appointed a committee of seven members, with 
power to add to their number, to consider the situa.
tion. The Committee included the Directors of the 
Federation of British Industries, of the· British 
Engineering Standards Association and of the 
National Institute of Industrial Psychology, the 
Professor of Accountancy and Business Organisation 
a.t the London School of Economics, the Secretary of 
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the Incorporated Association of Retail Distributors, 
and the Honorary Secretary of the Management 
Research Groups. 

In examining the -situation, the Committee con
cluded at an early stage that the number of in
stitutions concerned was greatly in excess of th~ 
already consulted. From the point of view both 
of the employer and of the possibility of further 
collaboration, the first essential was a clear account 
of the existing activities and organisations arranged 
in a convenient form for reference. This work 
would obviously require considerable research; and 
for this arrangements were made. The results are 
to be published in the form of a handbook providing 
a Directory of the various institutions in Great 
Britain whose work is designed to contribute to
industrial efficiency. 

During the course of this work it became obvious 
that a great deal of misunderstanding existed both as 
to the scope and significance of the term Rationalisa
tion itself, and as to the character of the contribution 
to be made, by the various forms of specialised 
activity.: to the industrial situation viewed as a 
whole. Some more general account of the whole 
matter, viewed from this angle, was required. 
Originally it was intended to incorporate this 
account in the proposed handbook in the form of 
an introduction. But as opinions and knowledge 
of the subject developed, it seemed undesirable 
to do so, both on the ground of length, and 
because the study necessarily touched upon 
oontroversial and speculative questions with which 
the Committee. in its official capacity, did not 
wish to deal. 
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It was therefore decided to ask a single member 
of the Committee 'to use the material which had 
been. prepared for this purpose, and to publish a 
monograph on the subject of Rationalisation on his 
own authority. Hence this book. 

L. U. 
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APPENDIX A 

EOONOMIO OONFEBENOE. GENEVA, 1927 

RESOLUTION ADOl'TED BY TIlE CoMMITTE1ll ON INDUSTRY, 
May 17TH. 

RATIONALISATION 

.. WHEREAS the rational organisa.tion of production and 
distribution is one of the principal factors in increasing 
output, improving conditions of labour, and reducing costs 
of produotion : 

And whereas such rationalisation aims simultaneously 
at: 

1.-Securing the maximum efficiency of labour with the 
minimum of effort; 

2.-F&cilitating by a reduction in the variety of different 
patterns (where suoh variety has no obvious advan
tage). research into methods of manufacture, the 
use and replacement of standardising parts; 

3. Elimjnating waste of raw materials and power; 
4.-8implifying the distribution of commodities by: 
6.-Eliminating unnecessary transport, excessive finan-

cial burdens, and the useless multiplication of 
middlemen: 

And whereas the judicious and constant application of 
this process of rationalisation is calculated to secure: 

I.-To the oommunity greater stability and a higher 
standard of life; 

2.-To the consumer lower prices and goods more care
fully adapted to his needs ; 

151 
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both within a.nd· between nations, a competition 
which will in itself be healthy if directed and sub
ordinated to the wider purposes for which industry 
exists. But the relative strength and prosperity 
of the different industrial and national groups will 
be determined to an overwhelming degree by the 
flexibility with which they can adapt themselves 
to an ever-widening range of technical development 
and of scientific knowledge. 
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EOONOMIO OONFERENOE, GENEVA, 1927 

RESOLUTION ADol'TED BY THE CoMMrrrEB ON lNDUSTl!.Y, 
MAy 17TH. 

RATlONALIlIATION 

.. WHli:BEAS the ra.tionaJ. orga.nisa.tion of production and 
distribution is one of the pcincipa.l factors in inoreasing 
output, improving conditions of la.bour, and reducing costs 
of production: 

And whereas such rationalisation a.ims simulta.neously 
at: 

I.-Securing the maximum efficiency of la.bour with the 
minimum of elIort; 

2.-Facilita.ting by a reduction in the variety of different 
pa.tterns (where such variety ha.s no obvious a.dvan
tage). research into methods of ma.nufacture, the 
use and replacement of sta.nda.rdising pa.rts; 

3. ElimiDl.ting waste of ra.w materials and power; 
4.-8implifying the distribution of commodities by: 
5.-Elimina.ting unnecessa.ry transport. excessive finan-

cial burdens, and the useless multiplication of 
middlemen: 

And whereas the judicious and consta.nt applica.tion of 
this process of rationalisation is calculated to secure: 

I.-To the community greater stability and a higher 
sta.ndard of life; 

2.-To the consumer lower prices and goods more ca.re
fully adapted to his needs ; 

'5' 
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B.-To the variOWl categories of producers, larger and 
more certain remuneration to be fairly distributed 
among them: 

And whereas rationalisation must be applied with the 
care necessary to prevent injury to the legitimate intereets 
of the workers, and suitable measures must be taken, 
which do not impede the process in cases where it, in the 
early stages, may involve unemployment or more arduous 
conditions of work: • 

And whereas rationalisation requires, in all that con
cerns the organisation of labour in the strict sense of the 
term, the co-operation of the employees and the assistance 
of professional and industrial organisations and of seien
tifioand~cale~: 

The International Economic Conference recommends that 
Governments, public institutions, professional and indW!
trial organisations, and the general public should: 

I.-Influence producers to direct their efforts along the 
channels described above, and in particular that they 
should: 

(a) Encourage and promote in every possible way 
the ascertainment and comparison of the most 
efficient methods and the most practical pro
cesses for rationalisation and seientific manage
ment and of their economic and social effects; 

(b) Apply this process in industry, agriculture, 
trade, and finance, not merely to large-ecale 
undertakings, but also to medium size and 
small undsrtskinge, and eventually craftsmen 
and tradesmen, bearing in mind the useful results 
it is likely to have in the organisation and the 
requirements of domestic life ; 

(e) Direct special attention to suitable measures for 
ensuring the beet, healthiest, and most digni
fied employment of labour, such &8 occupa
tional selection, guidance and training, the 
distribution of labour and leisure, methods 
of remuneration which give the worker a fair 
share in any increase in output, and, in 
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genera.!, conditions of labour and living favour
able to the development and the strengthen
ing of his person&1ity; 

2.-Ca.rry on system&tie&lly, on an international as well 
as on a national scaJe, the standardisation of materials, 
parts, and products for &II types of goods of inter
national importance in order to remove the obstacles 
to production and trade that might &rise from a 
policy' of pureJy national standardisation; 

3.-Undertake i;,vestigations on an international scaJe 
with a view to ascertaining the best methods em
ployed and the most conclusive results obtained in 
every country in the application of the principles 
set forth above making use of the investigation 
already carried out in certain countries, and en
courage the exchange of inform&tion among those 
concerned; 

4..-And diJfuse in every quarter a clear understanding of 
the advantages and obligations involved by rational
sation and scientific management, and of the possi
bilities of their gradual application." 
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SOME DEFINITIONS OF RATIONAT.TSATION 

/ World Economic CcmJerenu. : 
.. Rationa.1isation, by which we understand the methods 

9f technique and of organisation designed to secure the 
minimum waste of either eliort or material. They include 
the ecientific organisation of lahom, standardisation of 
both materials and products, simplification of processes, 
and improvementa in the system of transport and mar
keting." 

Beidlakuratorium ftJ.r W irl8chaftlichkeil (Board oj N atWnal 

/ 
E.fIicitnqJ) : 

"Rationa1isation consists in understanding and applying 
every means of improving the general economic situation 
through technical and systematic organisation. Ita object 
is an increase in the standard of living by the provision of 
better and cheaper goods in larger quantities. This 
demands a common eliort by all cIasses of the commnnity." 

LortJ, M eJ.cMtt : 
.. The first thing rationa1isation ought to aim at is a 

closer approximation between production and consumption. 
Unless you know fairly accurately what any country's pr0-
duction of a commodity is going to be, you cannot get 
that rationa1isation of production and consumption that is 
reqWreQ. for economio prosperity." 

4. Arthur BalJour : 
V~· The method of technique and organisation designed to 

secure a minimum amount of waste of effort and material, 
together with scientifio organisation of labour, careful 

154 
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sta.ndardisation of materials and products, and simplification 
of processes, and, finally, improvement in the system of 
transport and marketing." 

Profeuor D. H. Macgregor : 
"The right organisation of industry considered as .. 

type of government, the producers being 80 related as to 
enable such policies to be applied as works speci&li.s&tion, 
non-de&tructive elimination of the weak, and the control 
over the entrance of new ests.b1ishments." 

Sir JottitJA 8tmnp: 
In discussing the subjeot; almost entirely in terms of 

ama.lg&mations and price-fixing, &lid referring to the 
Armstrong-Vickers fusion, he writes: "It does indicate, 
however, a difierent kind of ama.lg&m&tion, viz., the separa
tion of those which are functionally different, and the 
joining, or rationa.lisa.tion, of. those that are re&lly most 
alike in their sctivities." 

Sir Gilberl Vyk: 
.. The conduct of industry in such a way that the price 

of its products w .... fixed, and by the aid of whole or part 
monopoly the agreed selling price was maintained without 
relation to costs of production. The condition essential to 
BUccessful rationalisation was the absence of competition,' 
and, .... all of them were consumers, it was proper to inquire 
whether such .. method of systematising industries was a Jood thing for the community as a whole." 

.,/ .Roberl Boothby, M.P. : 
"The conscious control of the production and develop

ment of industry." 

~he ill. Hon. Philip 8flliUldefl, M.P. : 
.. RationaIisation aims at such .. reorganisation of in

dustry as will eliminate all waste in production and distri
bution, and will utilise, to the full, mechanical and ecientifio 
knowledge, and secure the co-operation of all the essential 
partners in industry." 
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W. L. Hicken8: 
.. The amalgamation of firma" doing a similar kind of 

business with the object of promoting efficiency and 
economy." 

Me81W8 • .Do-notJtm and Web8ter (Assistants to the Attorney
General, U.S.A.) . 

.. The word rationalisation is indiscriminately applied 
to various.fi~ of large scale European business combina
tions. In eSsence, the word stands for joint action to accom
plish specific business purposes and the usage, of course, is 
misleading. • •• Because combinations are useful and 
form economical expedients, it is now thought that they 
are part of the eternal order of nature-hence rational . 

.. The use of a single word to describe a highly complex 
situation is another unfortunate "result. It satisfies the 
lazy mind and precludes equitable analysis and clear 

,thought. It is not sufficient merely to say that rationali
sation represents simplification, standardisation and stabili
sation. The truth is, business enterprise may be • rational
ised' and at the same time take the form of a trust, & 

syndicate, & monopoly, & concern or & mere corporation." 
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