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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 



PREFACE 

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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THE MEANING 
OF RATIONALISATION 

CHAPTER I 

HISTORY AND DEFINITION 

, ('rrHE term "RationaIisationJis at present little 
U understood. There are as many definitions and 
. interpretations as there are individuals who nse 
the word.1 This is not ~rising, for it has had 
a chequered history. It~ originally nsed by 

. Psychologists.~ this branch of science it is a 
technical 8ubStintive, describing the process by 
which individuals discover logical reasons after the 
event for actions which are really dictated by 
instinct or other unconscions motives.') 

C- In the economic field it was first employed by 
the Germans. After the war there was great 
confusion in the business life of Germany.J Power­
fulleadership was essential; at the same time t.here 
was considerable prejudice against the formation 
of Trusts. Both at this period, and after the 
stabilisation of the Mark,(the men who came to 
the front as the leaders of German indnstrial life 
wanted a new phrase to describe the general process 
of re-organisation and nnmcation which they were 

1 Boo Appeadi& B. Some DelIoiti .... of RationaU ... -' 

J3 
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applying),lhey evolved the term .. die Rational­
iezeru/ng.' ~ince important features of this process 
were the(grouping of individual businesses in large 
combinations and the elimination of inefficient 
producers in order to balance supply with demand~ 
.. Rationalisation" has been understood by many 
individusls in this sense only. Force has been 
given to this interpretation, as far as Great Britain 
is concerned, by Lord Melchett. The most dis­
tinguished industrial leader who has used the word 
-he has applied it almost exclusively in this 
connection. I 

At the same time this use of the term gave an 
incomplete view of the underlying ideas which 
inspired the economists and' industrialists who had 
built up the new economic order in Germany. 
The Reichskuratorium fUr Wirtscha.ftlichkeit (Board 
of National Efficiency), the co-ordinating body 
established by the German Government to guide 
the national effort in this direction, published the 
following definition: . 

~RationaJisation consists in understanding and 
applying every means of improving the general 
economic situation through techriical and system­
atic organisation. Its object is an increase in 
the standard of living by the provision of better 
and cheaper goods in larger quantities. This 
demands a common effort by all classes of the 
community.':,) 

As an English observer of German opinion has 
recently stated, "to understand rationalisa.tion, one 
must think primarily, not of self-contained estab­

• See Appendiz Do 
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llshments, but in terms of a whole industry, whether 
organised as a trust or on a co-operative basis, or 
nationalised. It is not necessary to trustify an' 
industry to rationalise it, nor is it necessary to 
elimina.te completely all forms of competition, or 
to destroy altogether the management and a,dminis­
trative autonomy of particular undertakings.'." 

Positively, as well as negatively, the commonly­
accepted English view did less than justice to the 
width and force of the German movement. For 
instance, in their inquiries into improved methods, 
the Reichskuratorium and its allied institutions, 
relied almost exclusively upon the voluntary services 
of employers and managers. Over 6,000 highly 
paid individuals gave their time freely to the work 
of the many specialised committees engaged in 
guiding and inspiring German industrialists towards 
national reconstruction. The enthusiasm and self­
abnegation enlisted in support of the general move­
ment were directly comparable to the state of mind 
of British employers during the closing stages of 
the war. 

In France, contemporaneously with the German 
development, the conception of "rational" had' 
been attached to a somewhat different movement. 
In the United States the idea of applying the 
scientific intellectual technique to the problems 
involved in the control of a single factory had been 
initiated by F. W. Taylor. He had described his 
ideas under the generic title of Scientific Management. 
This movement found its most appreciative and 
distinguished expression in Europe among a group 
of French engineers, among whom Ie Chatelier and 

• Walter l4eakin, 'I'M N_ IncivmiGl Beoo""""," 
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de Fr6minville were the moet important. Lackin. 
any exact equivalent in the French language fo 
the word "Management," they had rendered Taylor' 
phra.ee by the expression "l'organisation scientifiqu 
du travail." 

In Franoe, as in America, there was a reactio: 
against the tendency to apply Scientific Manage 
ment, due to the same reasons-premature an. 
partial attempts to use certain methods employe< 
by Taylor without an adequate understanding 0 

his fundamental ideas, and above all, inadequat 
expIanation to those concerned of the significano 
and purpose of ohanges which were introduced 
This re-action tended to concentrate on the wort 
scientific. The majority' of mankind is still to, 
close to animistic superstitution and emotions 
beliefs, too fond of a miracle, to regard men wb. 
have begun to think scientifically eave with con 
siderable apprehension. They are thought to be iI 
some way inhuman. because in a particular fieI, 
they have sacrificed the blurred edges of imaginatiOl 
for the eharp finality of facts. Faced with thi 
very natural development of atmospherics, th, 
French engineers took to using the phrase "l'organisa 
tion rationnel du travail." 

This was the position when the World Economi. 
Conference met at Geneva in 1927. This grea 
international gathering of repreSeD.tatives of th. 
employers, of the workers, and of economists 0 

all schools of thought, apl!.0in~ a committee 01 
industry. This committee ~d two definite tasks 
It was faced with the manifold and complex problem 
of the world economio situation. It had to evolv. 
and to state a. policy designed deliberately to giv. 
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an impetus to production and to restore the balance 
of those basic industries, such as textiles and coal, 
which had suffered an interruption of their normal 
economic development owing to the disturbances 
of the war and post-war period. At the same time 
it sought to express in this policy the new attitude 
towards international affairs, economic as well as 
political, which had made possible the foundation 
of the League of Nations, and the calling of the 
very Coriference of which it was a part. It had 
to think and speak with an international mind, from 
the angle of world interests, rather than with a 
view to the sectional advantage of any particular 
nation or group of nations. It was not a diplomatic 
or bargaining body. Q! was a. planning body:) It 
was charged with the objective examjnati6& of 
those factON in the economic thought and develop­
ment of all nations which, vigorously applied in 
practice, might lead to a general recovery of 
prosperity. 

A detailed examination of the whole field had 
formed part of the preparatory work for the Con­
gress. The documentary studies collected by the 
economic machinery of the League formed a review 
of world business movements such as had never 
previously been brought together. And just as 
the Conference itself was a unique and unprecedented 
occurrence, so, too, this mass of evidence revealed 
a hitherto unsuspected process of change in the 
angle of approach to economic questions. 

The change may be described broadly as a world­
wide inclination to recognise that, not only actual 
scientific discoveries, but the mechanism of thought­
evolved by the physical sciences, might be applied 

• 
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• 
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to the solution of business problems with far-reaching 
results. Economic enterprise appeared to be feeling 
its way towards new forms of organisation designed 
to secure -greater stability and security through a 
more exact adjustment of efforts to need. Move­
ments of demand and supply, recurrent cycles of 
activity and depression, were no longer regarded 
as inevitable natural phenomena. Rather they· 

; were viewed as manifestations of social purpose, 
definitely susceptible to control by co-operative 
action based on a scientific examination of all the 
facts involved. 

This movement displayed itself in a wide variety 
of undertakings and at every level of economic life. 
The outstanding developments noted by the com­
mittee were: 

J . (a) The application of physiology and psychology 
to the working life. of the individual whether 
in the home, in agriculture, in commerce, or 
in industry. 

(6) Research along similar lines into corporate 
activities and bearing on such questions as 

.,. wage payment systems, .... profit-sharing and 

.... co-partnership, industrial relations, and other 
methods of collaboration. 

(c) The attempt to provide a scientific foundation 
for the technique of production by a wider 
use of the physical sciences, chemistry, physics, 
mineralogy, mathematics, and so on, which 
bear on the materials and processes of 
industry. 

(d) The endeavour to apply the same lines of 
thought to the more general technical pro-
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blems involved in the control of the single 
business enterprise, such as lay-out, trans­
port, accounting, office methods, planning, 
routing, marketing, and the like • . • 
generally described by the phrase "Scientific 
Management." 

(e) Efforts to improve the General Organisation 
of Production and Distribution on national 
and international lines by elimination of 
waste, simplification and standardisation, 
horizontal and vertical combinations, indus­
trial agreements, action by Goverments and 
Public Services, and by organisations of 
employers and workers, mass production and 
distribution, forecasting of business move­
ments, and by the statistical study of the 
general world conditions bearing on these 
issues such as the' supply of raw material 
and of labour, markets, transport, and power. 

The characteristic which inspired and was com­
mon to these developments was~e belief that a 
more rational control of the economic life of the 
world was possible and desirable, and that it could 
be achieved by a close application of the discoveries, , 
and of the intellectual methods and standards of 
science, to the whole of the problems involved. J 

Seeking for a single term which should express 
this . general attitude towards economics and in­
clude the whole of the various developments which 
it had noted, the committee adopted the word 
"Rationalisation." It will be noted that this use 
included both the different meanings in which it 
had previously been employed. In a remarkable 
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series of Resolutions it emphasised the advantages 
to be gained by every party to indust<ry from their 
resolute application to all the problems involved 
in production and distribution. As indicated in the 
Preface to this book, it urged their adoption on 
Governments, industries, and the general public. 
These Resolutions, which were practically unani~ 
mollS, were accepted by the C()nference as a whole 
in its concluding session.1 

The general definition established by the Con­
ference read mildly enough: ("Rationalisation, by 
which we understand the methods of technique and 
of organisation designed to secure the mjnjmum 

waste of either effort or mll-terial. They include 
the scientific organisation of labour, standardisation 
of both materials 'and products, simplification of 
processes, and improvementS in the system of 
transport and marketing.") 

Two specia.l points ma.y be noted in connection 
with it. The phrase "scientific organisation of 
labour" is a literal and mistaken translation of the 
original draft which was in French. The French 
words "l'organisation scientifique du travail" have 
a well-established technical significance and should 
have been rendered in the English version by 
"Scientific Management." The further resolutions 
make it clear that the conference included in the 
phrase "scientific organisation of labour" those 
studies of individual and collective psychology 
calculated to produce worthy conditions of work and 
of life both within and without the factory. 

More generally, there is no question that its 
phrases indicated, a revolution in world economic 

1 See Appendi>: A. 
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t,bjnking-a. greater revolution than has yet been 
fully appreciated. Ever since manufactured power 
was applied to the driving of machines there has 
been a tremendous increase of material production 
throughout the western world. But. broadly speak­
ing, the economic theory to which men have turned 
to regulate that great increment of activity and 
complexity has been comparatively simple and 
elementary. This is particularly true of the thinking 
of the men in power, the active business venturers 
who have been engaged in the controlling and 
directing tasks of the great adventure of modern 
trade. 

That theory is described variously as Individ­
ualism, Capitalism, Laissez-faire, the Economics of J 

Private Enterprise, and so on. It has many rami­
fications. But its broad outlines are sufficiently 
well known. It postulates that the sole significant 
motive force which can be relied upon to maintain 
the organisation of the world's necessary supply 
of goods and services is the desire of the individual 
for gain or acquisition. The main purpose of the 
State in relation to economic life is to achieve an 
uninterrupted field for the operation of that motive 
by establishing security of property in the gains 
achieved by business activity. The only force 
necessary to adjust the actions of the individual to 
the community's good is the influence of the com­
petitive re-action of those individuals upon each 
other in their common pursuit of wealth. 

Regarded objectively, the dominance of this theory 
over European thinking during the last hundred 
years has been amazing. In practice it has been 
violated a thousand times, because it has issued in 
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social conditions which: have been fonnd intolerable, 
and have led inevitably to the intervention of the 
State in the interests of public order. Business 
men themselves have constantly sought to evade 
the full re-actions of competition by trusts, com­
bines, price arrangements, and similar' devices. 
Here again the State has intervened to protect the 
individual regarded as a consumer. But on the 
whole the theory has prevailed as the basic thought 
of men on this matter-an assumption that the great 
complexity of effort necessary to maintain the 
world's material life cannot 1;Ie organised, is beyond 
the control of any form of positive corporate 
action which humanity can devise. 

Faced by a constant succession of booms and 
slumps, huge losses of capital owing to ill organised 
or excessive production, desperate poverty and un­
employment despite its increasing capacity for 
technical improvement, our industrial civilisation 
has continued to assume that the forces of com­
petition were a sufficient governor for the economic 
machine. Where explanations have been sought 
and given, they have been phrased in terms of 
"economic laws," assumed to operate as inevitably 
as those laws of nature which science has so far 
revealed. In short, in economic matters the modern 
world has acted much as its medireval ancestors 
acted with regard to thunderstorms or other natural 
phenomena which they did not understand. They 
have attributed the various vicissitude<! to which 
they were subjected to "some god or other" .•• in 
this instance a deity which they called Competition. 
-The persistence of this method of thinking was 
due in the main to two causes. In the first place 
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much of the criticism directed against the-current 
economic disorder was in the same plane as the 
theory by which it was justified. Curious alliances 
were formed. Trade Union leaders who had re­
cruited a million men behind them by the successful 
negotiation of bargains about wage rates and the 
businesslike ad ministration of insurance benefits, 
were found· hand in hand with socialist thinkers 
who condemned the acquisitive motive as wholly 
vicious or denied its existence altogether. The 
majority of the critics could not refrain from the 
characteristic human tendency towards witch-burn­
ing. At a period when the ownership of capital was 
becoming more and D;lore widely distributed, and 
in many instances more clearly divorced from the 
actual exercise of administrative functions in 
economic life, much of the difficulty was attributed 
to the machinations of non-existent bogies, called 
Capitalists. 

In the second place the existing situation corres­
ponded to a large degree with the social prejudices 
inherited by those in positions of power and author­
ity in Europe. These prejudices were traditional, 
handed down from feudal times. They envisaged 
the community as divided naturally into classes. 
aristocracy, bourgeoisie, and workers. It has needed 
the influence of a new industrialised community 
founded on a democratic model to suggest that the 
market for goods must depend on the amount of 
money made available as earnings, in short that the 
"iron law of wages" was in reality only the expres­
sion of certain social preconceptions. As yet the 
full significance of this tendency has not been 
realised. But it is at least beginning to suggest 
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itself to certain business ciroles that organised 
prosperity can only be founded on' an incre8aing 
margin of expenditure available to the community 
118 a whole. 

The "Rationalisation" resolutions of the World 
, Economic. Conference indicated a revolution in 

world economic t.hinking, because for the first time 
they challenged this general theory of economics 
from a practical standpoint. The Conference itself 
worked in the best traditions of modern economic 
thought. It WII8 inductive, not deductive. It took 
the facts, the experiments, the movements that 
have been mentioned, bearillg on almost every 
phase of economic life at almost every plane of 
organisation. It formed no theory. But it did 
what had never been done before in an authoritative 
form: it synthesised and fused those facts into a 
single conception. Consciously or unconsciously it 
presented them to the world no longer as experi­
ments carried out in isolation, but as parts of one 
whole-the first signs of a definite human effort on 
a national, and also on an international SQale, to 
take charge of economic destiny, to direct it deliber­
ately for the common good. 

The significance of its attitude is clear. The 
various movements which it considered and recom­
mended to attention had each their own special 
contribution to supplement the older views of 
competition. They did not condemn competition 
on principle and as a whole. Between individuals, 
business concerns, industries, and nations, com­
petition had secUred flexibility and initiative, 
stimulated personal efficiency in certain instances, 
and provided an invaluable means of determining 
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relative values. But they represented a definite 
modification of the older view that it was self-· 
regulating, and that it automatically adjusted supply 
to demand in such a way as "Would secure the best 
interests of the consumer. They admitted that in 
operation unmodified competition was in fact slow 
in its effect, and a temptation to short, as opposed 
to long, views. Thus it might re-act on the indi­
vidual producer in low wage levels and adverse 
working conditions inimical to his total economic 
potentiality. on the individual business unit in 
uneconomic prices and rapid changes in the levels 
of value, fatal to planned and ordered production, 
on industry and trade as a whole in undue complexity 
of product and rapid alternations between boom 
and slump, destructive of economical operation and 
of the security of industrial capital. Whatever the 
immediate advantage to the consumer in lowered 
commodity prices, he had, ultimately, to pay for 
these wastes. The problem of an ordered economic 
progress was the problem of eljminating the wastes 
while at the same 'time retaining all the advantages 
inherent in the existing economic system. 

Further, the Resolutions re-stated the avowed 
purpose of economic activity in no uncertain form. 
Under the dder economic theory the practical and 
theoretical importance of the motive of acquisition 
had led to some curiously confused thinking on this 
point. The money economy was so general and so 
closely connected with this motive that in the 
business world as a whole there had arisen a con­
fusion between mechanism and purpose. Despite 
the theoretical economist who stated quite clearly 
tha.t money was only the medium of exchange, that 
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is to say a convenience,a device, the majority of 
business men were inclined to exalt it intQ a first 
principle, to make it an end in itself. They would 
say that "the purpose of business was to make 

/,

ney." }my more logical view of the case was 
. missed contemptuously as sentimental. 
But the defined end of Rationalisation is to 

secure "the minimum of waste." The definition 
of the Reichskuratorium already quoted is in terms 
of an "improved standard of living." The Econ­
omic Conference resolutions sPeak of gaining .. to 
the community greater stability and a higher 
standard of life." These phrases cannot be evaded. 
They are a clear admission that, whatever form of 
organisation we may accept as the most practical 
for the time being, there is a purpose in industry 
and commerce beyond and above the profit of 
particular business enterprises. Our economic 
machinery exists not to enrich individuals-that is 
incidental-but to serve the community. 

Finally, in the methods which they recommended, 
the Resolutions carried a further implication. F. W. 
Taylor, when asked to define Scientific Management, 

. used to say, "it is a mental revolution.~' He meant 
that it could not be defined in terms of method alone: 
it involved also a new attitude of mind. It meant 
that the methods developed over a century of in­
dustrial life by rule of thumb and tradition could 
not, for that reason, be accepted without question. 
The whole situation in any undertaking, in any 
trade, must be re-examined, with the detachment 
from preconceptions, the intellectual technique, and 
the integrity to truth of a worker in the exact 
sciences. 
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That conception as to method underlies both the 
definitions which we have quoted. Rationalisation is 
not merely a new view of economic theory or a new 
set of methods or systems. (It involves a complete 
change of attitude on the part of all those who work 
in business, a new spirit. It demands a fresh vision. 
not only of the purpose for which business exists, 
but also of the means of examining and solving, 
in the light of that purpose, all the countless 
problems which arise in the course of business 
activity. There must be a change both of the 
technique, and of the scale, of thought. That 
change must embrace not only the matters from the 
least to the greatest which arise in the day by day 
conduct of business enterprises. It must go beyond 
the individual concern to the trade or industry, be­
yond the trade or industry to those other groups with 
which they are associated as producer or consumer, 
beyond that again to their relationships with the 
structure of the national economic life, and finally 
to those international relationships whose organised 
conduct we have but recently begun to contemplate::> 

It is with these meanings, implicit in the Resolu­
tions of the World Economic Conference, and as 
expressing this new approach to economic questions, 
that the word "Rationalisation" is used throughout 
this book. It may be defined either as an attitude' 
or as a process. As an attitude it records the belief 
that a more rational control of world economic life 
through the application oj scientific metlwd is poasible 
and desirable. As a process it implies the application 
of the methods of science to aU problem8 arising in the 
organisation· and conduct of production, distribution, 
and COMUmption. 



CHAPTER IT 

SOIENTIFIO METHOD 

I F we accept the definition given in the previous 
chapter, it becomes clear that the conception of 

Rationalisation covers a very much wider field 
than has yet been touched by the actual move­
ments to which the World- Economic Conference 
called attention. Before cousidering in detail the 
content and importance of these movements, the 
full possibilities and extent of that field must be 
examined. 

In the first place the phrase "Scientific method" 
may be expanded. The scientist faced with any 
problem works by certain definite steps. ~ of 
all helcolloots all the data available bearing on the 
question at issue. I Secondly he observes such data 
and the general situation with a view to discovering 
whether he has omitted any facts which are per­
tinent to his inquiry. He then proceeds to define 
the terms which he employs. He then subjects 
this collection of data expressed in defined terms to 
analysis, that is to say he arranges and groups his 
facts ~ a convenient form for the purposes of his 
inquiry. He applies to those facts such standards 
of measurement ~ he is able to devise. He is then 
in a position "to undertake actual experiments 
designed to throw further light on one or other 
aspect of his investigation. In making each ex-

.8 
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periment he will always endeavour to isolate the 
single factor on which he is working so as to avoid 
inconclusive results. The evidence which he accumu­
lates by this process may place him in a position to 
formulate definite principles or laws_ Such principles 
or laws he will put to further test both by actual 
experiment expressly designed for the purpose or, 
where this is not possible, by further observation 
of phenomena which he subjects to the same process 
of definition, analysis and measurement. He will 
accept as proven only such conclusions as are capable 
of repeated proof by these means, and even here 
he will only regard such conclusions as provisional 
and subject to revision in the light of further funda­
mental discoveries. It may be noted, for instance, 
that within the last few years Einstein's- work has 
largely changed the whole basis of our knowledge 
of physics. 

The scientist only proceeds to an examination of 
the unknown on a basis of present knowledge which 
is, as far as possible, complete. Applying this 
principle to business, it necessarily involves in all 
decisions a. full use of existing discoveries in the 
exact sciences. As far as such sciences deal with 
the external world, their potential application to 
industry is already largely admitted, though the 
practical measures designed to bring them into play 
are often neither complete nor well devised. Such 
sciences are chemistry, botany, biology, astronomy, 
mathematics, and so on. They actually impinge 
upon economic life in a series of applied sciences 
such as engineering, industrial chemistry, metal­
lurgy and mineralogy, agricultural botany, meteor­
ology, statistics, and so on. A second great group 
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of departmentB of organised knowledge deaJ. with 
man himself. They include physiology, psychology, 
biology, and bio-chemistry. They again issue in 
an applied form under the titles of medicine, in­
dustrial psychology, industrial hygiene, and sociology. 

Pure research in all of these sciences is constantly 
proceeding, and leads to a progressive enlargement 
of the boundaries of knowledge. In many caseS 
business has already contributed largely to the 
promotion of such research. Men of vision have 
realised that only by enlarging the area 'Of under­
standing on which the applied sciences are based 
can they hope to increase their command of the 
materials and processes on which industry and 
commerce depend. 

What is less generally appreciated is the p0s­
sibility of using the second group of sciences which 
we have mentioned in dealing with the human prob­
lems raised by our economic civilisation; problems 
which indeed must prove incapable of solution except 
in the light of more exact knowledge. It is not sug­
gested-it would be misleading to suggest-that the 
sciences which bear upon human nature have yet 
reached a stage of development in which they can 
be adopted 118 a certain guide in all varieties of 
social action. It has recently been calculated by 
a leading investigator in- bio-chemistry that 200 
years will be needed before our knowledge of the 
physiology and chemistry of the nervous system 
is sufficient to provide a secure foundation for 
experimental psychology. At the same time, it 
is clear that the younger sciences bearing npon 
human nature have already placed at the dispoBal 
of the industrialist a wealth of provisional con-
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clusions whioh are far more likely to be accurate 
than the guess work or personal opinion whioh have 
hitherto formed the basis of our economio action in 
such matters. 

Where. however, decisions have to be taken in 
regard to which there is no certain ground-work of 
exact knowledge to which they may be referred, it is 
still possible to apply the intellectual teclmique of the 
scientist whioh has been described. Such a pro­
cedure will not, . indeed, remove all elements of 
fallible human judgment from the processes of 
solution, but it will secure that such judgment is 
largely cleansed of those emotional and personal 
elements which are most likely to lead to error, and 
is based on a consideration of the available facts 
which refers to the real problem at issue rather than 
to the sub-conscious promptings of some individual 
whose interests are involved. 

In this connection, moreover, experimental science 
has already provided the business man with certain 
recognised instruments which may assist in this 
process. . These include a very defutite range of 
statistical conceptions which may be used for the 
measurement of certain forces and tendencies where 
human beings are involved. The graphic presenta­
tion of series of facts in the form of charts and 
diagrams is an invaluable aid to their more correct 
appreciation. Various forms of statistical and other 
controls have been carried over from the practice 
of science to the solution of business difficulties. 

It will be seen, therefore, that the use of "scien­
tifio method" does involve an approach to a large 
range of economio problems very different from 
that which is at present the common practice in 
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everyday life. The majority of business questions 
are at present decided by reference to standards of 
existing practice which have been graduJl-lly made' 
available as the result of unrelated efforts and to 
experience which has not been submitted to any 
exact analysis or standards of measurement. The 
competitive theory which hili formed the basis of 
our economic life during the past century has itself 
effectively prevented that free exchange of know­
ledge between business men engaged in similar 
tasks which could alone provide sufficient data for 
a ecientifio examination of their activities. 

In addition, the rapid evolution of our machine 
industry and the ruthless character of a competitive 
economy have placed a premium upon qualities of 
personal forcefulness which are in direct opposition 
to the intellectual humility essential for real 
scientifio work. The typical "captain of industry" 

I has been a man who dominated situations rather 
. than a man who was prepared to submit himself to 
the inexorable logic of facts. The necessities of 
his position have forced him on cOllntless occasions 
to insist on the importance of his personal ex­
perience, rather than to admit both to himself 
and to others the necessary limitations in space 
and time of any single individual's contacts with 
reality. In short, if a test is required as to whether 
any individual is or is not seized with the scientific 
standpoint, it may be found in his habitual method 
of expressing himself in relation to business decisions: 
the man who has oeased to talk about "my ex­
perience" and is beginning to talk about "my 
experiments" is at least beginning to understand 
the full significance of the scientific approach. 



CHAPTER m 

V THE SCOPE OF RATIONALISATION 

RATIONALISATION\ not only (involves a com­
plete reversal of traditional mental attitudes 

on the part of all those who are engaged in economic 
life: it also touches every form of activity in which 
that life is manifested. ) 

Both historically and in order of precess, the 
basis of all ecomonic life is, of course, agriculture. 
Scientific experiment is daily widening our know­
ledge of the botanical.and climatic conditions most 
favourable to successful plant cultivation. The 
breeding and feeding of animals is being steadily 

"impreved by specialised work on precesses and 
methods determined by exact experiment, rather 
than by tradition and individual experience. Loss 
well-known are the results of certain studies which 
have been made on the physical movements in­
volved in various classes of agricUltural labour. 
Here again large economies have been made possible 
by the elimination of rule-of-thumb methods. 
Fertilisers, rotation of creps, methods of grading and 
marketing farm produce, the storage, packing and 
preservation of foodstuiIs, are all subjects of special­
ised scientific study. 

In this field we are only at the beginning of our 
experiments. The conditions of comparative isolation 
in which the farmer and small-holder necessarily 

c 33 
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work. and, in many countries, the traditional 
independence of the agriculturalist, has made 
it extremely difficult to disseminate and realise 
in practice the discoveries already recorded 
by workers in laboratories and on experimental 
farms. But there is no question that as means can 
be found for increasing genuine effort and for giving 
wider effect to the knowledge already accumulated, 
the productivity and the certainty of results from 
agricultural work can be enormously increased, 
despite the fact that this branch of economic life is 
necessarily influenced more. than any other by 
climatic unoertainties which have as yet escaped 
human control 

Most closely allied to agricultural production of 
all types are the extractive industries concerned 
with the initial transformation of the raw materials 
provided by nature. Here again the progress of 
knowledge is along diverse lines. In the ~ place 
the actual methods of extraction of the basic 
material concerned are constantly being improved, 
80 that the process is more economical, and the 
yield is higher. Secondly, the human effort re­
quired per unit of production is in process of re­
duction in many directions, by the substitution· of 
mechanical devices, by the application of more 
refined methods of applying each unit of labour, 
and by the elimination of occupational incon­
veniences and risks concerned in this class of work. 
Thirdly, the yield of useful products per. unit of 
liaslC material extracted is subjected to progressive 
refinement. It is only necessary to mention pro­
cesses for the low-temperature carbonisation of coal, 
for the diffusion of precious elements from the slag 
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left after the extraction of nickel, and the continuotu! 
improvements in the methods of breaking down 
crude oil. Finally, more accurate grading of thtl 
product of such industries resulting in the establish­
ment of recognised standards of quality has done 
much already to facilitate the marketing of their 
output. Their integral connection with manu­
facturing industries involves them in a chain of 
operations where large-scale 'and well-planned facili­
ties for continuous processing can effect economies 
amounting to many hundreds per cent, economies 
designed to re-act not only on the extractive in­
dustries themselves, but on all those further economic 
activities which are dependent on them for power, 
light, and other facilities. 

What is true of the extractive industries applies, 
mutatis mutandis, to all groups of manufacturing 
industry from the greatest to the least. Here the 
problem of the elimination of waste presents itself 
most immediately in the form of the improvement 
and integration of mechanical devices. The physi­
cal sciences are daily securing to the employer a 
better technical control alike of his raw material 
and of the processes by which it is manufactured. 
This is only the beginning of the application of 
science to the problems of such industries. On the· 
managerial side the increase in efficiency to be 
obtained by greater attention to modern principles 
of organisation, to costing, planning, routing, office 
methods, statistics, and other refinements of control, 
have been amply demonstrated. Similar results· 
have been obtained in connection with marketing, 
selling, advertising, and financial forecasting. The 
problems which arise under all these heads are 
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lUI susceptible to research and experiment lUI are the 
problems of chemistry or metallurgy. 
- Turning from the production of goods to their 

distribution, we can find a vaat field for the exercise 
of more rational methods. Indeed, many students 
of the subject are convincied that it is in this direc­
tion that the largest waates in our present economic 
system are to be found. .Already in the United 
States of America the existence of an ample domestic 
market, coupled with the problem of great distances. 
have given an impetus to experiments in methods 
of distribution which may well revolutionise our 
practice in this respect. The arrangement by 
which the manufacturer sold his product to a whole­
saler or agent. who again distributed it either 
through a further wholesaler or direct to a retailer, 
who finally passed the goods to the consumer, has 
already been modified in many directions. The 
necessities of modern large-scale production and 
competitive demands for immediate delivery, have 
forced the manufacturer to secure for himself more 
stable and reliable markets than could be obtained 
through fortuitous purchasing by the wholesaler. 
This has led to more scientific study of the actnal 
dema.pd for his goods expressed in the buying 
capacities of the final consumer, to campaigns of 
national advertising, to- the branding and packag­
ing of proprietary goods, and in certain caaes to the 
combination of retail and manufacturing activities. 
While the small retail establishment is still dominant 
in the field of distribution and may yet have a long 
and useful service to perform, it is clear that the in­
dividual retailer cannot command those specialised 
services which are ava.ilab1e to larger undertakings. 
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This difficulty may be overcome by forms of c0-

operation between individual retailers. but these are 
as yet comparatively undeveloped. 

In the meanwhile the larger department store has 
gained much ground owing to ita concentration' on 
management, publicity, statistical control, and the 
convenience which it can offer from the point of 
view of the purchaser. It has been followed by the 
chain of shops which cambine the advantages of 
specialisation in one branch of trade with large­
scale buying and the possibility of standardized 
comparison of experience. Signs are not lacking 
that the chain of department stores will provide. a 
further economic refinement which combines the 
advantages both of the department store and of the 
chain store. 

In all these distributive activities scientific method 
may be applied to the actUal goods purchased, Ws-I 
played, stored, packed and delivered to the con­
sumer, and can yield vast economies in all the 
processes of human labour involved in these trans­
actions, from those of the salesman at the counter 
to the statistical controls employed by the Managing 
Director. As in the case of the manufacturer, the 
wholesaler or retailer can refine his knowledge of 
the actual direction of consumer demand, the 
factors which determine changes of fashion, and of 
the other psychological causes which determine 
whether his customers shall be few or many. 

What is true of production and distribution is 
equally true of those ancillary financial activities so 
vital to economio life. In banking, scientific method 
may be applied first of all to the actual problems 
of organisation involved in the many transactions 
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,with which it is concerned; accounts, clIBh payments, 
credit transactions. correspondence. records, may 
all be conducted with a decreasing margin of WlIBte. 
They resemble closely the problelIUl of production 
in a factory concerned with the manufacture of a 
large number of detailed articles. Human effort 
may be made to yield a larger return both by the 
application of mechanical devices. and by im­
provement in systelIUl and organisations. 

Secondly. a wider knowledge of scientific method 
will greatly .clarify the banker's estimate of credit 
risks. The normal financial and personal factors 
which have formed the basis of decisions on such 
matters in the past present an incomplete picture 
of the potentialities of a modern business. They 
are more inclined to reflect past records than 
future possibilities. Accurate diagnosis of the 
health of a business depends on a close under­
standing of its total balance of productive efficiency, 
market opportunities. and financial and managerial 
resources. Rationalisation methods provide means 
of expressing these symptolIUl both briefly and 
accurately. It is inevitable that in future the 
banker will insist on a closer examination of such 
indicators. 

If we turn from banking to the money market as 
a whole. we find the beginnings of an attempt to 
gain control of those general movements of pro­
sperity and depression which are so great a factor of 
uncertainty in business undert.akings. This move­
ment is the general outcome of the application of 
more refined statistical methods to business prob­
lems. Less than half a century ago a leading 
economist seriously propounded the theory that 
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cyclica.1 fluctuations of trading activity might be 
definitely correlated with the appearance and dis­
appearance of sunspots. To-day, while the funda.­
mental causes of these waves of depression have not 
yet been fully explained or analysed, there is an 
increasing tendency to assign them to movements of 
general opinion which can be modified and brought 
under some degree of control by wider know­
ledge. The isolation of particular factors which 
serve as indices to these business tendencies and 
their presentation in statistical form have already 
made considerable progress. This new science of 
.. bnsiness forecasting" as it is called, already pro­
vides bnsiness men and financiers with some warning 
of possible general tendencies which enables them to 
take counter-measures. This fact in itself, and still 
more the growing conviction that the cyclical move­
ments of trade are not entirely inflictions of nature, 
but the results of human action, are sufficient to 
modify their incidence and the severity of their 
results. The effect of this new knowledge on the 
operations of the money market, on our views about 
unemployment, on the wider use of general statis­
tical material, and on the control of currency and 
credit facilities is already considerable. 

The final stage of the economic process is that of 
consumption, the actual purchase and use of food, 
clothing and services by the consumer. Here again 
there are enormous possibilities for the e1jmjn 8,tion 
of waste, not by any destruction of human hlitiative 
or by the 'regimentation of the individual's life, 
but by a wider understanding and application of 
the knowledge already available. The study of 
dietetics suggests the possibility of more varied, 
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cheaper and more wholesome food than tradition 
and custom have hitherto established. The 
domestic work of the home may. be carried out 
more systematically, more economically, and with a 
greater use of mechanical appliances. Houses can be 
e~rmously improved in convenience and in beauty. 

-/' ,-Rationalisation is not only applicable to every 
Ivariety of activity involved in the total economic 
,cycle, from the work on the soil which yields our 
:basic raw materials to the final consumption of 
manufactured goods: it is equally applicable to 
every stage of organisation ~volved, and thus to 
the work of every individual in the economic 
'hierarchy:\ . 

The inw~dua1housewife in her cottage, or the 
single small-holder labouring on his plot, may apply 
scientific methods to the physical operations involved 
in their daily tasks, to the selection of their equip­
ment, and to the personal measurement of the 
results which they obtain. They will find large 
wastes which can be eliminated and greater satis­
faction in the more efficient performance of their 
tasks. The psychological and physiological con­
ditions of such workers offer large opportunities for 
the elimination of waste and discomfort. 

In the small business enterprise employing two to a. 
dozen persons there are similar openings for a more 
intensive study of the operations involved and of 
the equipment provided. No single small employer 
can be at the same time psychologist, statistician, 
engineer, marketing expert, salesman, and econo­
mist. But he can be alert and ready to make the 
best possible use of the material provided by 
institutions concerned with these sciences. He 
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can be· prepared to foster and further methods of 
co-operation between individual businesses, whether 
in competition or no, which will place at his dis­
posal wider knowledge in these fields, and particularly 
methods of its practical application. That is to say, 
he can at least do his utmost to overcome the limita.­
tions imposed by size through a frank recognition of 
the possibilities open to businesses ofIa.rger scale, 
coupled also with a similar objective examination 
of the special advantages which will enable him 
to survive. Even in the smallest business, where 
the proprietor supervises personally every process, 
there are often large wastes. He lacks the mental 
discipline of a constant exchange of views with 
colleagues and superiors. What is nearest the eye 
is frequently hardest to see. 

In a productive or distributive business of medium 
size, . the employer is forced to delegate some pro­
portion of his authority and responsibility. Here 
problems of organisation arise which are as open 
to objective and scientific study as a problem in 
engineering or chemistry. The whole question of 
the proper distribution of duties between individuals 
in an enterprise is still little appreciated by business 
men. More than any other single issue it contri­
butes to the accumulation of unnecessary waste, 
and its faulty adjustment is largely responsible 
for much of the misunderstanding and bitterness 
which impair relations between employers and 
employed. In such cases also there will be wide 
opportunities for the application of psychology 
and physiology to the movements of the individual 
worker, for more scientific methods of marketing, 
and for the introduction of statistical controlS. 
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The same considerations which are applicable to 
the medium-sized business are of still greater 
importance in proportion as the size of the under­
taking increases. In the modern Ia.rge-scale business 
we find a. progressive series of ranks and responsi­
bilities running from the individual worker through 
the foremen and various groups of managers and 
officials up to the Managing Director. The work of 
all these individuals may be scientifically studied 
and systematically co-ordinated. With each ad­
dition to the size. of the undertaking, the question 
of motivation becomes of gre~ter importance. How 
to obtain and maintain the concentrated, freely­
willed effort of each individual in the organisation 
becomes the problem of the leader. 

Here again scientific method is the only way. 
Traditionally we have been accustomed to make 
certain assumptions as to how men and women 
ought to act and feel, and to base our industrial 
practice upon them. But under modern conditions 
it is being recognised more and more that the only 
secure basis of decision is the dispassionate study 
of how actually they do act and feel Only when 
the work of each individual is so adjusted as to 
bring into play the whole complex of motives within 
the range of his personality can waste be avoided. 
Every flicker of discontent, every failure to use 
a vaiIa.ble initiative, sets up friction in an organisa­
tion composed of human beings. Understanding 
and the acceptance of a common purpose by all 
concerned, a. comprehensive and adequate scheme 
for the partition of responsibilities and functions, 
freedom from distraction by social or family troubles, 
proper equipment and physical enviroument, moti-
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va.tion ada.pted to the full spiritual content of 
each individual .•. it is only when you have 
all these things that any group can work together 
with the minimum of waste. And such conditions 
can only be achieved by the continuous use of all 
the knowledge which science has already given us. 
and the progressive application of scientific methods 
of thought to those questions in which we at present 
lack any such definite basis of action. 

Further, it is only in the largest individual under­
takings that resources are available for the employ­
ment of the highest quality of specialised personnel 
in all the different branches of knowledge of which 

. modern business must make use. And moreover 
such personnel will inevitably lose their zest and 
their originality unless they are afforded frequent 
opportunities of comparing their methods and their 
results with other workers in the ssme field. For 
both these reasons-the necessity for a rounding 
out of knowledge not available within the structure 
of the business and the maintenance of the pro­
fessional enthusiasm of technicians-even large 
sized undertakings must lend themselves freely to 
the exchange of experience and results. New forms 
of collaboration between otherwise independent 
enterprises, having this specific end in view, are 
rapidly developing all over the business world. 
They take the form of conferences, conventions, 
professional associations and institutions, grouping 
of businesses for the study of management, and 
80 on. But they one and all emphasise both the 
growth of a more rational approach to business 
problems and the necessity of this continuous 
education by contact with other minds for all those 
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who· seek to fill positions of responsibility in our 
economic order. 

U any evidence is required as to the possibilities 
of economy presented by the application of scientifio 
methods in every branch of the individual under­
taking, whatever its size, it is to be found in the 
experience of those factories which have already 
made substantial progress in this direction. They 
are one and all unanimous that the striking results 
already obtained are merely an indication of the 
possibilities still before them. The effect of pro­
gressive doses of rationalisation is not to convince 
them that they are highly efficient, but merely 
to reveal unsuspected opportunities for further 
economy and programmes for improvement which 
will occupy the attention of their managements 
for an indefinite period in the future. 

While, however, on the scale of the single under­
taking the application of Rationalisation can reduce 
wastes over large areas, there is, of course, a limit 
'to this process fixed by the competitive conditions 
of our existing economic system. Probably the 
greatest hope of all implicit in the new conception 
is the prospect of an attack from a. similar angle 
on the wastes which are outside the individual 
control of the single enterprise. The objective 
consideration of these wastes, which does not 
regard them as inherent and inevitable, has already 
yielded very valuable results. It has issued in 
new forms of collaboration between different busi­
nesses other than those already mentioned. For 
instance, difficulties created by the excessive multi­
plication of products cannot be eliminated beyond 
a certain point by the individual action of any 
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one producer. What is required is a. conjoint 
examination of the facts by all the parties to that 
particular economic process, producers, distributors 
at various stages, and consumers. 

In this matter the Department of Commerce of 
the United States, under the secretaryship of Mr. 
Hoover, has laid the foundations of what is virtually 
a new technique in the relations between the central 
Government and business. It has sought no powers 
of compulsion: it has not needed them. But it 
has used two special advantages only enjoyed 
by the State. In the :first place the State has 
an immense command 'of information, the necessary 
pre-requisite to the scientific consideration of any 
subject. In this respect it has an incomparable 
advantage as contrasted with any individual 
producer. Secondly, its position is clearly dis­
interested. It can take the initiative in bringing 
interests together for the discussion of a. common 
problem without arousing that suspicion which is 
inevitably associated with any similar action by 
one or other of the parties. 

For these reasons the Department has Bucceeded 
in trade after trade in uniting all concerned 
for an examination of the losses and inconveni­
ence caused to all by the multiplication of pat­
terns and sizes of similar articles, which result 
from competitive pressure and a short-sighted 
view of market requirements, uncorrected by any 
common policy for the trade as a whole. While 
the State has supplied the initiative and the 
necessary information, business men themselves, 
through their varioUB trade organisations, have 
done the actual work required to arrive at agree-
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ments for the reduction of these complexities. Such 
agreements, once thoroughly considered. need no 
legislation for their enforcement. The advantages 
to the traders concerned are sufficiently obvious 
to secure a sufficient measure of adherence to the 
common programme. In a very large number of 
industries the number of lines and sizes have been 
reduced by proportions varying from 40% to 90%. 

This process of simplification paves the way to 
the adoption of standards, both of measurement 
and of quality. Standardisation, pushed to its 
logical extreme, would of course result in a limita­
tion of the consumer's choice and a rigidity in 
methods of production which would be both 
uneconomical and undesirable. On the other hand, 
provided reasonable attention is paid to the require­
ments of the market. a larger degree of standard­
isation on a national and international scale must 
increase the security of the consumer and lower 
the price of products and services, both directly 
and by ensuring greater economic stability. Here 
again the scientific approach is necessary both for 
the purpose of detel'mining suitable standards and 
in perfecting the procedures for their application. 
The methods of collaboration designed for this 
purpose are again bringing individual businesses 
into contact, and securing approximation to a. 
common policy. 

New -forms of collaboration for special purposes 
of this type are found in many other connections. 
Trade .Associatiollil, for instance, ha. ve been instru­
mental in introducing standard costing and 
accountancy systems which, again without com­
pulsion, have commanded the adherence of the 
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ma.jority of the. employers in certain given trades. 
Such systems have undoubtedly resulted in forcing 
manufacturers who were producing at an uneconomic 
level to examine. the facts of their situation. This 
has proved a corrective to the tendency to price­
cutting which, however much it may benefit the 
consumer at the moment, produces a state of 
economic insecurity which is bound to be to his 
disadvantage in the long run. In other trades we 
find schemes of combined or institutional advertising 
which have proved profitable to all concerned. 

But on the whole the largest wastes to be found 
in the present economic system are those which 
occur at the points of junction of undertakings and 
industries. The technical conditions of modern 
manufacturing and the economies possible with 
mass production provide a constant impetus 
towards the specialisation of manufacture, not only 
of single articles, but of single parts of the same 
article. These economies, however, are apt to be 
lost where the control of such speciil.1ised units is not 
sufficiently concentrated to secure the closest possible 
planning of the total production and its relation 
to the potential market. There is thus a continuous 
drive towards the amalgamation of business enter­
prises and the creation of larger units of control. 

Finally, these larger units again tend to become 
associated both nationally and internationally in 
the search for greater price stability and security 
against the erosion of the producer working at an 
uneconomic leveL Two main problems are pre­
sented by these developments. In the first place. 
the administration of these large associations 
becomes progressively more difficult and complex. 
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The problems involved in managing 25,000 people 
are qualitatively different from the problems in­
volved in managing 1,000 people. Business has 
yet to work out the proper methods of training 
and education which it must apply if it is to find 
the leaders it will require in the immediate future. 
It is clear that the process of haphazard and ruth­
less personal competition which has hitherto been 
considered the normal and sufficient provision to 
this end will not suffice. It is unlikely to produce 
a type of man intellectua.lly equipped for such 
tasks and. still more. of the necessary width of 
social outlook and moral calibre. 

The greater stability of prices secured by the 
greater concentration of productive power and the 
elimiu8.tion of. competitive variations may also 
degenerate into fixity of prices at a higher level than 
is necessary adequately to reward the capital and 
management skill involved in production. While 
it cannot be too strongly urged that whoever bears 
the immediate loss due to large fluctuations of 
prices, the ultimate cost has to be paid by the 
consumer, it may still be necessary to protect him 
against temporary exploitation of this character. 
But here aga.in the best hope of collective action 
lies in the extended application of the scientifio 
method. and particularly of that publicity which 
is one of the hall-marks of genuine scientific work. 
In s& far as analysis and comparative research 
evolve principles of a.dmiuistration and standards 
of accomplishment. the community will find itself 
in possession of a. measure by which to gauge the 
quality of the service rendered by those to whom it 
entrusts the direction of its economic life. 



CHAPTER IV 

IMPORTANCE FOR THE BUSINESS MAN 

T HE change of attitude towards economic 
problems included in the term RationaJisa.tion. 

and the various movements to which it has given 
rise, are of immense importance to the individual 
engaged in business, whatever his rank and purpose. 
If he be employer or manager, they are literally 
vital to him. He must understand their significance 
or perish. It is no longer possible to conduct 
business successfully on the narrow basis of indi­
vidual experience or by "rule-of-thumb" methods. 
Even in those cases where ownership of patented 
processes or a tactical advantage in market position 
results in a satisfactory level of profits for the time 
being, the apparent security is illusory. It can 
only be rendered permanent as the result of a. 
balanced efficiency in every department of operation, 
an efficiency which takes active advantage of the most 
recent thought and of the latest discoveries which 
bear on any aspect of the activities of the concern. 

Throughout the nineteenth century, Great 
Britain enjoyed a supremacy in the arts of machine 
production which opened to her the markets of the 
world. The sale of the commodities which she 
manufactured was a. phase of business which she 
could, to some degree, afford to neglect or to leave 
to others. In the early years of the twentieth 

D 
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century that position had already altered, a change 
which WllB greatly hllBtened by the economic up­
heaval of the war and post-war period. Other natiollil, 
and more particularly the United States of America 
and Germany, developed their industrial activity 
and productive capacity at an accelerating speed. 

Unhampered by the traditions and habitual 
attitudes which had grown up around the earlier 
British establishments, they were in a better 
position to take advantage of new scientific dis­
coveries, and to make experiments in the art of 
industrial control. In recent years, this process hllB 
been greatly accelerated. Sweden, France, Czecho­
Slovakia, and Italy, among many other European 
peoples, have done much to consolidate their posi­
tion and equipment llB modern industrial natiollil. 

More particularly, the advance of scientific dis­
covery hllB enormously increased the variety of 
possible methods of solving any particular technical 
problem. The developing industrial communities 
were thus enabled to discount to a great extent 
the advantages of position, climate, and proximity 
to natural resources, such llB coal and iron, which 
had largely determined the predominant position 
originally enjoyed by Great Britain. A striking 
example of this tendency is the success of Italy in 
expanding the hydro-electric resources of her Alpine 
frontiers. It is calculated that a unit of electric 
power at Milan cost in 1926 only 51·7 per cent. of 
its cost in 1913. For a ton of Cardiff coal, on the 
other hand, the' consumer had to pay 116·7 per 
cent. of its 1913 cost. 

The effect of these changes may be traced to 
some degree in the difficulties experienced through-
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out the last decade in·the coal, iron and stf'..el, and 
textile industries. No doubt these difficulties have 
been in part attributable to War disturbance, 
fluctuations in the financial field, uncertainty as to 
exchange values, and the complex problem of 
re-adjusting production to the requirements of 
peace. But neither the difficulties of' the basic 
industries, nor the exceptional circumstances of the 
time, coustitute the whole story. They but serve to 
emphasise a tendency which was already well estab­
lished before 1914, and to exaggerate the symptoms 
of a complaint which would have become increas­
ingly apparent even if the war had not taken place. 

Great Britain no longer enjoys, nor can ever 
again enjoy, her traditional ascendancy as "the 
workshop of the world." Increasingly she must 
be prepared to face a wide variety of competitors 
in every department of production, and an intensity 
of distributive effort quite new to her experience. 
Her degree of success in maintaining the com­
paratively high standard of life enjoyed by all 
classes of workers, and in absorbing her large 
surplus of unemployed, will depend more and more 
with each succeeding year, not on any na.tural 
advantages, but on the flexibility and sheer efficiency 
as organisers of production which her employers 
and managers can develop. 

It is abundantly clear that, whatever may be 
necessary in the way of temporary adjustmentS, 
any permanent depreciation in the standards of life 
and the amount of real wages enjoyed by the great 
mass of the population presents no solution of the 
problem. Such a change could not in fact be brought 
about without grave social disturbance. Moreover, 
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any appreciable decrease in the ea.mings of the in­
dividual worker would re-a.ct immediately on the 
power of absorption of the home market. American 
experience is emphasising the fact that, under modem 
conditions of manufacture, standardisation is of the 
essence of the matter. But standard methods of pro­
duction can only be established on the basis of a 
secured and established market. Here aga.in there is 
a definite change taking place in economic thinking. 

More and more those immediately engaged. in 
the control of production are realising that there 
is no direct connection between the level of ea.mings 
of the individual worker and low unit cost of 
manufacture. On every side are object lessons to 
the contrary. Not only in the works of Mr. Henry 
Ford, but in countless other factories, the cost 
curve and the curve of average individual ea.mings 
move not- parallel, but in opposite directions. Given 
good organisation and sound management, it is 
almost always possible to combine these apparently 
opposed. tendencies--an increasing wage and a 
lower unit labour cost. 

From all these angles Rationalisation is of supreme 
importance to the individual business man. What­
ever the difficulties of Great Britain's present 
economic position, there is little doubt that she 
possesses the resources to deal with them. She 
has the inost highly skilled body of labour in the 
world: She has a unique gecgraphieal position. 
She still enjoys exceptional natural advantages. 
Her reputation in the trading world for integrity 
and high quality of product is uurivalled. She 
inherits a magnificent commercial and industrial 
tradition. H any evidence of these facts is called 
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for, it is open for all to re&d. in her success in exploit­
ing the new industries such as artificial silk. electrical 
supplies, and chemicaIs, where her leaders were less 
hampered by established methods and the dead­
weight of obsolete investment. There h&S been no 
lack of initiative and flexibility in these new fields. 

But these resources mnst be mobilised and 
adequately directed over the whole area of her 
industrial life if she is to maintain her position. 
Every single individual engaged in her industry 
must be determined to make the fullest possible 
nse of every variety of knowledge with which 
science can equip him in facing his daily task. He 
must be prepared for the personal and co-operative 
effort which is needed to investigate many sources of 
speciaIised information, and to adapt methods and 
discoveries, actually developed under dissimilar 
conditions or clothed in the intricacies of technical 
language, to his own practical requirements. Above 
all, he mnst secure that the operations of his con­
cern are balanced as efficient as possible in every 
direction, not merely highly developed in the 
sphere which happens to interest him particularly. 

Only 80 can he hope to maintain his own com­
petitive position, to play his part towards his fellow 
traders by maintaining the level of consumption 
in the home market, and fulfil his double obligation 
to consumers and to his workers by combining 
low-unit cost of production with high individual 
earnings. The bnsiness man who will not adopt 
modern methods is not only risking bankruptcy 
for himself and unemployment for those dependent 
on him-he is a menace to other bnsinesses, and 
a constant brake on the wheel of national prosperity. 



CHAPTER V 

SCIENTIFIC MANAGEMENT 

(THE aspect of Rationalisation which is of the 
,. most direct interest to the individual employer 

in dealing with the problems of the single business 
concern is that movement towards a new approach 
to the general task of direction and control which 
is described as Scientific Management.) This move­
ment first took shape under the inspiration of an 
American engineer named F. W. Taylor, who died 
in 1915. .An educated man, he started his industrial 
career as a machine hand. He was quickly pro­
moted foreman. Attempts to overcome the system­
atic "ca' cauny" which was endemic in his shop 
led to a direct struggle with the workers. The 
conflict sickened him. He set to work to discover 
some new basis for the wage contract which would 
be definite and assured. 

From the beginning he appreciated that the 
trouble underlying aU forms of payment was the 
fact that the management did not know what 
constituted a fair day's work on the part of the 
men. "He set to work to study' the whole problem 
afresh from the beginning. From these studies 
developed directly the modern methods of job 
analysis, time study and motion study. He obtained 
greatly increased outputs. His men gained earnings 
30% to 60% in excess of the normal rates. 

N 
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Taylor, however, did not stop at this point. He 
appreciated that if he set his men standard times. 
he must provide them with the standard conditions 
which would make it possible for them to achieve 
standard times. He proceeded to study the whole 
of the environment connected with their work 
with the same meticulous and scientific precision 
which he had applied to their operating methods. 
Many of his most important discoveries arose 
directly from these inquiries. Thus, examination 
of the material, angle of cut, method of grinding. 
and other factors bearing on the efficiency of cutting 
tools, led to the evolution of high speed steel. 
Difficulties with the speed of machines started a 
whole series of experiments into the care and 
maintenance of belting. 

As Taylor's work expanded in a larger plant, he 
discovered that his chief difficulty was to find 
men fitted to teach and supervise the principles of 
management which he had evolved. From this 
flowed the most important of all his developments. 
He abandoned entirely the ordinary form of organ­
isation under which each foreman is responsible 
for everything that happens in a particular area. 
Instead he substituted what he called "functiona.l 
foremanship." Under this arrangement each fore­
man was responsible for one activity, discipline, 
planning, routing of work, and so on, wherever 
it was carried out in the shop. This idea, with its 
fiat contradiction of the older conception of 
organisation, that "no man ca.n serve two masters," 
is still imperfectly understood. But it is the 
logica.l consequence in the field of organisation of 
the scientific method of a.pproach which Taylor 
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had originally applied to materiala. machines, and 
processes. It outlines new possibilitillfl for effective 
co-operation which are only now dimly discernible 
on the industrial horizon. 

In the later years of his life Taylor retired from 
direct participation in business. and devoted the 
whole of his time and a large proportion of the 
considerable fortune he had made to spreading 
the knowledge of his methods of management. As 
early 118 1890 he had first made some of his experi­
ments public at a meeting of the American Society 
of Mechanical Engineers. -But it WII8 not till 
1912 at the hearing of the Eastern Rates case that 
they achieved a wide publicity. In this case 
certain shippers on the Eastern seaboard appealed 
before the Inter-State Commerce Commission against 
an application by the Railway Companies to raise 
rates. Counsel for the shippers brought evidence to 
prove that by applying the Taylor methods of man­
agement, the railways could save $1,000,000 a day. 

Up to the time of his retirement, Taylor had 
had little opportunity to reduce the experience 
which he had been accumulating through practice 
to any coherent scheme, any statement of funda.­
mental principles. But 118 he applied himself more 
and more to the teaching and exposition of his 
ideas, he saw, with ever-increasing emphasis, that 
what WII8 peculiar to his system was not any 
particular device or method, but a new attitude 
towards the wh~le question of industrial manage­
ment. That attitude was distinguished by its 
uncompromising refusal to accept traditional ways 
of doing things. He never accepted any solution 
to an industrial difficulty which was based on 
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established usage, peIBOnal experience, or rule of 
thumb. He Viewed each problem as it arose from 
a new angle, and applied to it the scientific technique 
which he had acquired during his training as an 
engineer. That is to say, he regarded it as a result 
dependent on 8, series of causes subject to definite 
and ascertainable laws. He envisaged his task as 
a manager primarily as a piece of scientific investi­
gation devoted in each successive instance to 
analysing the situation, measuring the facts. 
experimenting with the basis thus obtained. and 
finally discovering, proving, and applying the laws. 

It was this new attitude, this fresh angle of 
approach to the problems of industrial control, 
which constituted Taylor's great contribution to 
the art and science of management. While his 
achievements in material and methods were so 
considerable that men still speak of "the Taylor 
system," he would have been the first to object 
to the term. It was not high speed steel, the care 
of belting, planning, mnemonic classification, or 
functional foremanship which were his great gifts 
to the world, but the suggestion of that .. mental 
revolution" which he so often emphasised as 
necessary to the application of his methods. 

Taylor was a pioneer. AB is usual with pioneers, 
his . work sufiered considerably both from the 
jealousy of smaller rivals and the too great orthodoxy 
of his disciples. For 8, time Scientific Management 
was understood to mean a rigid application of the 
particular methods Taylor had adopted. rather than 
8, new way of thinking about industrial questions. 
This tendency re-acted particularly unfavoura.bly on 
its reception in Great Britain. The oldest and the 
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most traditional of the indUBtriaI countries. manu­
facturing largely for world-wide export markets, it 
was clear that the whole conditioUli of this country 
made any slavish imitation of methods developed 
under other ci:roumstances out of the question. 
Particularly the position as between employers and 
workers-the established strength of British Trade 
Union organisation-was markedly different from 
the American situation. 

Prior to 1914, a few employers here and there 
had given serious attention to Taylor's work, and 
had studied it from the practical standpoint to 
discover how far it could be adapted to their own 
circumstances. In such cases there was a natural 
tendency towards a close copy of the Taylor systems 
and devices. In the majority of instances they 
were never heard of, or, if attention was called to 
them. dismissed as a temporary enthusiasm. another 
"fashion" from the land of "efficiency and hustle." 
But in Great Britain, as in other European countries, 
the war led to a demand for enormously increased 
production from a depleted personnel, particularly 
in the engineering industries. There was a general 
loosening of traditious and established practices 
both by employers and the OrganisatioUli of the 
employed. The tremendous development of new 
forms of armaments and of aviation combined 
with the constant drive of urgent neoowity to 
liquefy the solid conservatism of certain sections 
of British industry. Devices which would increase 
production were eagerly canvassed and rapidly 
applied. The war spirit of national solidarity 
broke down the barriers between class and class, 
trade and trade. NecEssary coUllultation with allies 
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provided &Il impromptu- and unsuspected education 
in comparative methods. 

Much of the work done was undoubtedly super­
ficial. There was little or no attempt to organise 
factories scientifically throughout. But while a full 
appreciation of its philosophy was lacking, many 
of the features of Scientific Management were 
established once and for all as common practice 
in British industry. More particularly cost account­
ing, planning, and certain aspects of personnel 
management became recognised features of all well­
managed concerns. Great advances were registered 
in the industrial use of the material sciences, 
chemistry, physics, mineralogy, and the like. 

In the period immediately following the Armistice, 
this spirit of general inquiry, of readiness for change, 
persisted. The Ministry of Recoustruction was 
charged officially with the duty of reviewing the 
lessous of the war period and making recommenda­
tions for the transition to peace conditions. Several 
of its publications dealt with various aspects 
of Scientific Management. But, as was perhaps 
inevitable, there was no co-ordinated and dis­
passionate attempt to view Taylor's work as a 
whole and to study its relations to British con­
ditions. The whole temper of the times was 
against such an approach to the question. On the 
whole, the official recommendations were limited 
to calling attention to the value of specific manage­
ment devices or to a general exordium on the 
importance of scientific method. They did not 
envisage or make explicit the far-reaching change of 
mental attitude necessary for the successful appli­
cation of the philosophy of Scientific Management. 
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At the same time the period witnessed the establish­
ment of much useful machinery, both of an official 
and voluntary cha.racter-machinery which was 
essentially in line with Taylor's cs.st of mind. Thus 
the Department of Scientific and Industrial Research. 
with its correlated Trade Research Associations 
and national research laboratories. the Industrial 
Fatigue Research Board, the National Institute of 
Industrial Psychology, the Industrial Welfare Society. 
the Institute of (hrl; and Works Accountants. and 
many simila.r bodies came into being. 

One or two attempts were made to establish a 
national Scientific Management organisation. In 
one case a body of people interested in management 
questions set up an Institute of Industrial Adminis­
tration. For a time plans were on foot to start an 
English branch of the Ta.ylor Society. an American 
organisation founded in memory of F. W. Taylor. 
But these attempts had no substantial backing from 
English industrialists, and faded into the back­
ground for lack of support. The country was· 
sufiering too acutely from the re-actions of the war, 
individuals were too deeply concerned in adjusting 
themselves to the changed economic environment, 
for large-scale effort in a new order of thought. 

The severe industrial depression of 1922--26, 
and the drastic economies in national expenditure 
which it enforced, damped down many of the high 
hopes of the war period and the years which imme­
diately followed it. There was a general tendency, 
particularly marked among business men, to look 
back to the years before 1914 as a kind of standard 
to which they should direct their efforts. Many of 
the experiments which had been undertaken were 
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abandoned under pressure of losses. The majority 
of the younger men who had survived were disillu­
sioned and cynical. The older leaders in industry 
and politics were worn out with the war effort. 
They were in no mood for new undertakings. 
" Normalcy" was in the air. 
• Despite these conditions, much of the changed 
mental attitude, which had resulted from the up­
heaval, survived.. Here and there in every industry 
employers of special vision or courage re-orga.nised 
their concerns to meet the changed conditions. The 
new industries already mentioned expanded and 
developed. Though the depression involved many 
drastic financial reconstructions, there were some 
equally dramatic recoveries---notably in the case of 
undertakings which took the opportunity to over­
haul their management on scientific lines. Of the 
various organisations and institutions which had 
been established, those which were well-founded, 
with adequate scientific personnel and a policy of 
set:Vice to industry. expanded and did valuable 
work. Broadly speaking, there was a steady growth 
in the number of businesses which, some consciously. 
some unwittingly, made an increasing use of the 
principles and methods of science in the control of 
their affairs. But, almost without exception, they 
either ignored or expressly disavowed any connection 
between what they were doing and the Scientific 
Management movement founded by F. W. Taylor. 

For this attitude there were special reasons, based 
on the acute opposition to the whole movement 
developed by organised labour. As is now increas­
ingly recognised, this opposition was in part based on 
misunderstanding of what had actually oecurred in 



62 THE MEANING OF RATIONAI.ISATION 

the United States. and was in part an expression of 
the general unrest inseparable from the readjustment 
of values and the return to peace conditions. 

Taylor, through his life. was actuated by feelings 
of the deepest sympathy and fellowship for the 
workers. The principal factor in his earliest 
experiments was an acute disgust with the dragoon­
ing methods of management which were common 
in the American machine shop of the 'eighties. He 
felt that the conditions of fear and hostility which 
these methods had produced were fatal to any 
effective co-operation, and ~hat they destroyed all 
mutual confidence at the same time as they elimin­
ated every motive for productive effort. His one 
desire was to find some method by which the 
vicious circle of speeding, rate cutting, suspicion, 
and more speeding, could be broken. He believed 
that it was possible so to organise almost any manu­
facturing concern that it would be vastly more 
productive, and that each party to the arrangement 
would benefit, the consumer in lower prices, the 
employer in greater profits and increased security. 
and the workers in substantially higher earnings. 

These motives directly inspired his earliest 
experiments in time study, motion study, and the 
differential rate. Moreover, he stuck closely to 
these ideas in his practice. In every case he insisted 
that the greater productivity achieved by the 
workCf under his methods should be met with a 
proportionately greater reward. In one instance 
where he suspected that an employer was not 
standing fully by this undertaking, he described him 
succinctly as a. .. hog." He insisted again a.nd again 
both in his speeches and writings, that the rea.! 
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difficulty in installing hia system did not lie with the 
men, but with the managers. It was the manage­
ment which would not change its attitude and face 
up to the new responsibilities which Scientific 
Management laid upon it. He believed that hia 
method of fixing rates by time study, of determining 
accurately the exact dimensions and conditions of 
each worker's task. of securing that those con­
ditions were fulfilled, of arranging the flow of work 
and the methods of control, so that each worker 
was carefully instructed how to obtain the greater 
output required and helped to achieve it, had indeed 
removed the whole of thia troublesome question of 
wage rates from the area of conflict into the field 
of law. As far as he himself was concerned hia 
contention was realised in practice. With one minor 
exception, there was never a strike in any works 
which was re-organised under hia personal direction. 

For the extravagant opposition to "Taylonsm "., 
which developed in the American labour world, we 
must look elsewhere than to the man himself or to 
hia personal work. 

More immediately that opposition started as 
the result of work undertaken by some of Taylor's 
associates in the Navy yards of the United States. 
Taylor was asked if he would advise in the re-organi­
sation of some of the Government arsenals at a 
period after he had given up active participation in 
business and was settled near Philadelphia, engaged 
in making known hia ideas on management. He 
felt that as a patriotic citizen he was not in a position 
to refuse. But the situation which he discovered 
was such that he had little opportunity to apply 
Scientifio Management or to develop hia methods 
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where he st1BpIlCted that an employer was not 
standing fully by this undertaking, he described him 
succinctly 88 a .. hog." He insisted again and again 
both in his speeches and writings, that the real 
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difficulty in installing his system did not lie with the 
men, but with the managers. It was the manage­
ment which would not change its attitude and face 
up to the new responsibilities which Scientific 
Management laid upon it. He believed that his 
method of fixing rates by time study, of determining 
accurately the exact dimensions and conditions of 
each worker's task, of securing that those con­
ditions were fulfilled, of a.rranging the flow of work 
and the methods of oontrol, so that each worker 
was carefully instructed how to obtain the greater 
output required and helped to achieve it, had indeed 
removed the whole of this troublesome question of 
wage rates from the area of conflict into the field 
of law. As far as he himself was concerned his 
contention was realised in practice. With one minor 
exception, there was never a strike in any works 
which was re-organised under his personal direction. 

For the extravagant opposition to "Taylorism "" 
which developed in the American labour world, we 
must look elsewhere than to the man himself or to 
his personal work. 

More immediately that opposition started as 
the result of work undertaken by some of Taylor's 
associates in the Navy yards of the United States. 
Taylor was asked if he would advise in the re-organi­
sation of some of the Government arsenals at a. 
period after he had given up active participation in 
business and was settled near Philadelphia, engaged 
in making known his ideas on management. He 
felt that as a patriotic citizen he was not in a position 
to refuse. But the situation which he disoovered 
was such that he had little opportunity to apply 
Scientifio Mana.gement or to develop his methods 
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to a. stage at which they had any prospect of 
success. 

The management of the Navy yards was at that 
time entrusted to sea-going officers of the Heet, who 
were merely seconded for short periods of shore 
duty in these establishments. They had little or no 
knowledge of the duties required of the manager of 
what was essentially an engineering fa.ctory. Nor had 
they any incentive to acquire such knowledge, since 
they regarded their period ashore as a. temporary 
rest from the real responsibilities of their profession 
as executive officers of a ship. The small corps of 
naval constructors had no direct responsibility for 
the naval establishments: they were advisory only. 

As a consequence, the actual management of the 
Navy yards had fallen almost entirely into the hands 
of the civilian foremen and craftsmen. As might 
be expected, under such conditions, applied to a 
Government undertaking subject to political infiu­
ences in a country where the spoils system was a 
recognised political weapon, the condition of affairs 
was extraordinary. In one yard' there were five 
complete over-lapping staffs, corresponding to five 
sections in the department of the Secretary for 
the Navy. Taylor'S representative, who was sent 
to deal with the problem on the spot, found himself 
faced with an array of sinecures, vested interests, 
and other forms of corruption. He started in on the 
work .of clearing up the mansgement situation • • • 
Taylor's inevitable rule before touching any question 
connected with .the workers. It was enough to 
bring a storm about his ears. 

In the meanwhile Taylor himself had put forward 
a proposal that the management of the Navy Yards 
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should be taken out of the hands of the active 
officers of the fleet and entrusted to members 
of the Corps of Naval Construotors. Here again, 
an industrialist, innocent of experience in this 
particular field, roused a hornets' nest of Service 
politics. Within a short period a ohange in the 
personnel of the Secretary for the Navy robbed 
him of his support in high quarters. He per­
sisted for some time and even had an interview 
with the President. But in the end he abandoned 
the attempt, whioh he had undertaken somewhat 
unwillingly as a public duty. The Navy Yards 
have since been drastically re-organised largely 
on the lines he suggested. His brief excursion 
into the unaccustomed sphere of non-oompetitive 
State enterprise had, however, focussed the atten­
tion of the cra.ft unions ooncerned on the danger 
to their members who held redundant jobs, if this 
special stronghold was ,re-crganised on Taylor's 
lines. 

Their fears were reinforced by the immediate 
consequences of the popular interest in Taylor's 
work aroused by the Eastern Rates case. All 
over the United States, men with the barest nod­
ding acquaintanoe with Taylor's methods, some­
times with no knowledge of them at all, offered 
themselves to employers as "experts" qualified 
to instal Scientific Management. Now there is no 
question that certain of Taylor'S devices-time 
study and the differential rate for instance-if 
applied unskilfully can be made the instruments 
of terrible oppression. They do add to the power 
of ma.nagement by adding to its knowledge: and 
power oan always be abused. 

11 
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This is particu1arly the case where they are un­
restrained by that general respect for truth. or by 
that insistence that standard conditions established 
by the management must precede standard per­
formance demanded from the men, which were the 
comer-stones of Taylor's philosophy. He himself. 
and his immediate assistants. had come to recog­
nise that far the most difficult and exacting portion 
of their task in re-organising a works. consisted in 

.changing the attitude of the management. Indeed 
it was 80 exacting and made such great demands 
on moral courage, that they spoke about it with 
each other as "the hell period." It was hardly 
to be expected that the casual self-seekers who 
were trying to exploit Taylor's goodwill, would 
either appreciate the necessity for this part of the 
process. or possess the weight to face it if they did. 
In the majority of cases they lacked Taylor's 
scientific spirit. his patience, his thoroughness, and 
his sympathy for the workers. Under their auspices, 
many crimes were committed in the name of 
Scientific Management. 

A further factor which contributed to Taylor'S 
unpopularity with organised labour was undoubtedly 
the exploitation of the opposition roused among 
the craft nnions by professional rivals and fellow 
business men of the type who are always interested 
in depreciating the work of their more far-seeing 
contemporaries. In the latter part of his life he 
had to bear more than the nsual share of the mud 
which is commoo1y slung at eminent personalities. 
In more than one instance there was definite 
treachery by men he had trained and helped. The 
process of depreciation was helped by his own 



SCIENTIFIO MANAGEMENT 67 

sensitiveness in the matter of scientific integrity. 
The more he came to realise the possibilities inherent 
in his methods and the intricate difficulties of in­
stalling them successfully, the leas was he willing 
to entrust their installation to any but skilled hands. 
His circle of assistants towards the end was reduced 
in practice to foUr men, all of them tried engineers 
with a complete understanding of his fundamental 
philosophy. This narrowing of the circle of recog­
nised initiates was in itself something of a challenge 
to jealousy. Whatever the causes, it is certain 
that. in his last years, Taylorism and Taylor's 
methods became a storm-centre of controversy • 
.As is usual in such circumstances, antagonisms 
were sharpened, and things were said on both sides 
which would not stand the test of dispassionate 
consideration. 

More particularly, Taylor himself was driven into 
an attitude of open criticism towards Trade Union 
organisation. The opposition of the Craft Unions 
was expressed with a violence of phraseology that 
no word or action of Taylor's could possibly justify. 
These discussions had their reverberations in the 
English labour world. Moreover, their effect was 
reinforced by a study of his writings in the light of 
special national conditions and prejudices with which 
he was unacquainted, uncorrected by any under­
standing of the circumstances in which he wrote. 

All Taylor'S earlier public descriptions of his 
work were addressed to the American Society of 
Mechanical Engineers. Throughout he was a prac­
tical man, concerned with doing rather than with 
the art of deseriptive writing. His main pre­
occupation was to convince that particular audience 
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that they ought to pay more attention to manage­
ment. And he knew that that audience was mainly 
composed of hard-headed business men. Secure in 
the knowledge of his own ideals as to the treatment 
of labour, he did not say a great deal about that 
aspect of the matter, though what he said was very 
much to the point. He did say a great deal about 
the added responsibilities which management must 
assume and about the increased output obtainable 
by his methods. 

His books. where they were read· by English 
Trade Unionists, were read by men biassed already by 
the attitude taken up by the American Federation 
of Labor.. They were studied for debating points, 
not for understanding. Great play was made with 
his study of handling pig-iron, and his description 
of the man suitable for this class of work as an "ox­
like" man. No attention was paid to the fact that 
these very experiments were an early example of 
scientific fatigue study and the use of organised 
rest-pauses. Moreover, English organised labour, 
even had it read Taylor impartially, was in no mood 
in the years just after the Armistice, for any ideas 
involving radical changes in industrial organisation. 
Its immediate and most pressing pre-occupation 
was with the restoration of the Trade Union con­
ditions which had been abandoned to meet the war 
pressure. It was anxious to retain and consolidate 
the iarge gains in national prestige and public 
recognition which it had registered. 

The special developments of the study of psycho­
technology, which started with the report of the 
Health of Munition Workers Committee, resulted 
about this time in the establishment of the Indus-
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trial Fatigue Research Board and the National 
Institute of Industrial Psychology. These bodies. 
while doing work precisely along the lines which 
Taylor would have welcomed and appreciated, 
were naturally anxious to avoid identification 
with the object of so much unpopularity. 
Undoubtedly Taylor had, in his anxiety to 
make his case clear, unduly emphasised the 
importance of "the one best way" of doing a 
given piece of work. He was unacquainted with 
the science of experimental psychology, a science 
which had developed with remarkable rapidity 
between 1910 and 1920. The psychologists rightly 
insisted that more attention must be paid to in­
dividual difierences. that the unmodified conception 
of "the one best way" might prove definitely harm­
ful to the worker in a number of cases. But the 
importance of this correction was undoubtedly 
over-emphasised in their anxiety to disavow any 
connection with Taylor's methods. Unconsciously 
it did injustice to the scientific integrity of his 
general outlook. 

Employers, faced on the one hand by extreme 
sensitiveness on the part of organised labour in 
respect to any suggestion of introducing scientific 
management, and on the other by the disclaimers 
of experts, were not likely, even where they per­
ceived value in Taylor's methods, to encourage a 
wide publicity as to their origin. Moreover, there 
was a great hopefulness that the effort towards 
closer co-operation which found expression in the 
Whitley Scheme would issue in a permanent im­
provement in industrial relations. No one was in 
the mood to challeI}ge industrial conflict if it could 
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in any way be avoided. Thus it came about that, 
throughout a period in which increasing use was made 
of Taylor's methods and ideas. his name was seldom 

. used in connection with this work except to explain 
that it had nothing to do with Scientific Management. 

This was unfortunate-not from the standpoint 
of Taylor'S reputation: that is already secure among 
far-seeing excutives, above any turmoils of tem­
porary controversy-but because it led to an ill­
balanced and disjointed development of the science 
of Management in Great Britian. Employers tended 
to over-emphasise some pal,1;icuIa.r activity which 
happened to interest them personally. They "took 
up" Welfare or Psychology or Costing or Technical 
Research as the case might be. Their businesses 
suffered the usual penalties of lack of balance. Then 
they reviled scientific methods, when what they 
needed was more science. Through apprehension 
of Taylor's unpopularity with Labour, the broad 
lesson of his philosophy, of his fundamental attitude 
towards Management, was disregarded. 

It is, however, being recognised more clearly year 
by year, not only in the United States but in almost 
every industrial country, that whatever the value 
attaching to Taylor's particular systems and de­
vices, permanent advance in the technique of busi­
ness administration can only be achieved by using 
the scientific approach, the method of thinking, 
which he was the first to apply in this particular 
field. Thus, in hundreds of factories where his 
name has never been heard of, and in relation to 
business problems which he never attempted, the 
effect of his work is felt. It has issued in a less 
personal and more detached approach to matters 
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which present difficulty, an attempt to marshal, 
analyse, and measure the facts, to base con­
clusions and action on controlled experiment rather 
than on tradition or guesswork. It has given to 
business men an altogether new conception of 
efficiency, of what is possible with modern methods 
of machine production. 

In the second place, there has been a profound, 
though recent, change in the attitude of organised 
labour towards work. This change of attitude has 
been taking place among the leaders of labour 
with accelerating speed during the last three or 
four years. The unprecedented prosperity which 
has been enjoyed by the United States has been 
explained in terms of a doctrine of high wages. 
It is improbable that this principle was applied as 
deliberately as some subsequent observations suggest. 
But it has engendered a very definite aSsumption 
of widel'"'responsibilities by certain employers. Over 
increasing areas of industry it is recognised that, 
whatever the immediate economic argument for 
wage reductions from the standpoint of a particular 
factory, Buch a policy has a wider re-action in 
reducing the total purchasing power of the market 
as a whole-a. re-action which in the long run is 
bound to affect adversely the individual employer 
who has benefited by the immediate reduction. 
Closer attention to the organisation of production 
has emphasised the fact that decreasing unit coats 
are not irreconcilable with increasing individual 
earnings. There is a growing recognition that the 
stimulus of high piece rates is entirely neutralised 
unless there is a conviction among the workers 
that such rates will be immune from arbitrary 
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cutting. These considerations have all led to the 
more general conception that in times of adversity 
the earnings of labour are the last, and not the 
first, direction in which the employer should look 
for economies. 

At the same time the general scientific approach, 
which Taylor had applied more particularly to the 
immediate problems of production, was carried over 
into the wider issue of improved relations between 
employers and employed. It was recognised that 
this question is not merely a.matter of charity or 
goodwill on the part of the management, but a 
serious business issue on which the competitive 
efficiency of any undertaking ultimately depends. 
Rapid advances in the study of factory hygiene, 
fatigue, and experimental psychology indicated 
directions in which science could assist the manu­
facturer. American employers, viewing the organ­
ised hostilities of European industry, and faced 
with a growing, though less consolidated, Trade 
Union movement, have devoted an ever-closer 
attention to the roots of discontent. The detailed 
study of industrial relations in the individual 
factory has given rise to a wealth of experiment 
in many directions. 

The leaders of American labour did not fail to 
note that in the enterprises which had most 
thoroughly absorbed the outlook of Scientific 
Management both these conceptions, 80 vital to 
the future welfare of the worker, were most readily 
accepted, and loq to the most successful develop­
ments. Time was given for experience to demon­
strate that the ruthless or ignorant application of 
Taylo~'s devices wa.s a policy doomed to failure 
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by iUi own inherent weakness. EmploYeIB beca.me 
more cautious and eclectic in the employment of 
consultants. The bogus efficiency engineer proved 
a temporary scourge. The widespread national 
movement for the elimination of waste, which 
owed iUi inspiration to Mr. Herbert Hoover's 
Secretaryship of the Department of Commerce, had 
iUi effect. In reeent yea.rs the President of the 
America.n Federation of La.bor ha.s frequently 
spoken boldly in favour of measures for the more 
scientific orga.nisa.tion of production. At a reeent 
conference a representative of the printers described 
how his union had established their own consulting 
engineers. These were prepared to assist the 
employers of the industry to increase the efficiency 
of their establishments on scientific lines. 

A similar change is notiecable in Great Britain. 
Particn1a.rly in their attitude towards piece-rate 
and bonus methods of payment, a number of Unions 
have considerably modified their policy. -Notably, 
the Ama.lgamated Engineering Union have declared 
in favour of such methods subject to suitable safe­
guards. Recently a section of workers in the 
dyeing trade struck against the failure of a certain 
number of the employers to adopt payment by 
resnlUi. The Report of the Committee on the 
Hea.lth of Munition Workers first called public 
attention to the fact that excessive hours and 
adverse working conditions are not only undesirable 
from the human standpoint, but involve definite 
economic loss. The Industrial Fatigue Research· 
Board and the Institute of Industrial Psychology, 
established 88 the result of this inquiry, have worked 
quietly but with increasing success throughout a 
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decade. While they have acknowledged no direct 
allegiance to Taylor, and have in certain casea 
demonstrated fallaciea in some of his detailed 
methods, their approach to industrial problems is 
fundamentally in line with his basic philosophy. 
It has demonstrated to the workers that the scientific 
spirit, properly understood, recognises no partiea 
and no intereats. It is concerned solely with 
eatablishing the facts. The conclusious which follow 
may, and frequently do, point to just such develop­
ments as are the avowed objects of Trade Union 
policy. . 

At a recent public conference the Secretary of 
the Iron and Steel Tradea Confederation said: 
"Rationalisation involvea Scientific Management; a 
much misunderstood term. This doea not mean 
the regimentation of labour, a sort of goose step 
to the time of the machine; it means the science 
of good management, good government in industry, 
applied to the workshop, winning the co-operation 
of labour for the elimination of waste in human 
effort, material and organisation,· and in getting 
the beat reaults in productive enterprisea and 
services. Combined with this is the acceptance 
of the principle that, in the science of good manage­
ment, cutting down wagea and extending hours of 
labour is the last and not the first reaource."l 

Similarly the resolutions of the World Economic 
Confe~nce on Rationalisation were. endorsed by 
all the leaders of organised labour who were present. 
Great care was .taken in drafting the resolutions 
to secure that due safeguards for the intereats of 

• Arthur Pugh. _retary. Iron and Steel Tmd .. Confederation. apoaI<" 
ing at League of Nations Union Conferenee~ The Guildhall" Deoember 16th, 
1927. BepriDtod in W<WId p~ and P_ 
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the workers were emphasised as a necessary part 
of any scheme for introducing Scientific Ma.na.ge­
ment. The supposedly ruthless atmosphere which 
surrounded Taylor's work in its early years has 
almost completely disappeared. The employer in 
Great Britain who wishes genuinely to improve 
the organisation and efficiency of his plant by the 
study and application of scientific methods has 
nothing to fear to-day from prejudiced labour 
opposition-always provided that he is prepared 
to meet the legitimate interests of his workers to 
the utmost degree which the circumstances permit, 
and to take them into his confidence as to his 
purposes and intentions. 

A further aspect of the development of Scientific 
Management which is of interest to employers, is 
the rapid spread of an international movement for 
the exchange of ideas and experience bearing on 
industrial management. The Government of ~cho­
Slovakia, very ably led in the difficult reconstruction 
period following the Armistice, saw the value of 
the idea, and the contribution it could make towards 
the reconstitution of European industry. The first 
International Congress was held at Prague in 1924. 
It was attended by delegates from six different 
nations in Europe and representatives from the 
United States. In 1925 a further congress was 
held at Brussels. On this occasion ten nations 
were represented. The third congress took place 
in Rome in 1927. Here the attendance exceeded 
all expectations. Over 170 papers describing 
developments and applications of Scientific Manage­
ment. were contributed to the proceedings. The 
congress was attended by over 1,400 delegates, 
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representing forty-five natiOIU!. In 1924 the Inter­
national Committee for Scientific Management had 
been established to organise and carry forward the 
work of these Congresses. 

In 1927 the International Labour Office, in 
conjunction with the Twentieth Century Fund in 
the United States. and the International Committee, 
established at Geneva the International Management 
Institute. The Institute was equipped with premises 
and staff. The movement was thus provided with 
a central clearing house where information as to 
applications of Scientific Management from all over 
the world could be co11a.ted and classified. The 
Institute also acts as a means of bringing into 

. contact the industrialists of all countries who are 
interested in management questions. 

In several European countries, notably Ozecho­
Slovakia., Germany, Italy, a.nd Russia, na.tiona.l 
institutions have been established with Government 
support for the purpose of research a.nd propaga.nda. 
along Scientific Management lines. In other countries 
national committees of a voluntary character a.re 
doing interesting a.nd va.luable work. All over the 
world inquiries a.nd experiments are proceeding 
which a.re inspired with the idea of eliminating 
waste a.nd perfecting administra.tive methods by 
the application and extension of the scientific 
technique first employed in this field by F. W. 
TayIOJ:. As methods for the exchange of experience 
and mutual co-opera.tion a.long intema.tional lines 
are developed, it. is probable that the advance in 
the technique of ma.na.gement will be even more 
rapid than that which has occurred in the last 
quarter of a century. 
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Already Taylor's general approach to management 
questions has been used in many fields. far outside 
the immediate problems of works organisation with 
which he was primarily concerned. That he himself 
appreciated this possibility is illustrated by his 
study of golf-greens. Investigators are engaged in 
research in the applications of scientific method to 
agricultural work of varions kinds. to domestic 
problems, to banks, and to Government depart­
ments. 

Within the limits of the business world, mention 
has already been made of the important develop­
ments in the study of industrial relations. Scientific 
Management has been carried over into the field 
of distribution. Experiments have been made 
in the more effective planning and control of the 
work of salesmen. Large areas of waste, with 
resulting possibilities of economy, have been 
revealed. Similarly the organisation and operations 
of retail establishments have been subjected to 
analysis and measurement on Taylor lines. Instances 
can be cited from all branches of retail activity, 
large department stores, single shops, and chains 
of multiple shops • 
..... In short, the conceptions underlying Scientific 
Management can be usefully employed in every. 
direction where organised human effort calls for 
direction and control That they should spread 
into every comer of business activity is in direct 
accord with the general intellectual tendencies of the 
time. and inherently in line with the march of 
events. 



CHAPTER VI 

CLOSELY allied to the application of scientifio 
method to the problems of management, and 

equally covered in the resolutions of the World Eco­
nomic Conference, is the movement towards the 
intensive application of research to the material and 
technical questions which arise in business life. The 
accelerating tendency to apply the results of physics. 
chemistry, mineralogy, botany, biology, and countless 
other sciences to industrial processes is essentially a 
part of the rational organisation of production and 
distribution. The last quarter of a century has 
witnessed a tremendous growth not only of labora­
tories and other institutions devoted to scientific 
study for its own sake, but of establishments of 
the largest size maintained by individual businesses, 
by associations of employers and by municipal and 
national governments for investigations into the 
application of new scientific knowledge to industrial 
problems. 

In this direction the opportunities for profitable 
action are more immediately obvious. In the earlier 
stages of machine production, the employer was 
typically a man who understood the technique of 
making something. English business was largely 
built on such practical skill, combined with a keen 
appreciation of the importance of quality and the 

78 
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risk of sacrificing it to considerations of quantity 
production. There was, therefore, a definite em­
phasis of interest in the direction of the problems 
of manufacture. 

As advances in knowledge of the physical sciences 
have opened the way to fresh sources of material 
of all kinds and to the possibility of new and 
cheaper manufacturing processes, the employer 
who wished to maintain a flourishing business 
has been compelled to keep abreast of such 
movements. If he would not, his competitors 
emphatically would. Apart from this the achieve­
ments of the physical sciences, new products, 
machines, and processes were more dramatic, 
easier to appreciate in financial terms, than 
the advantages to be gained by an improve­
ment in management methods. Incidentally they 
were less personal, less inclined to encounter the 
habits and traditions of the individual. 

Despite these considerations, however, Great 
Britain was somewhat slower than certain of )ler 
competitors in making full use of the enlarged 
resources which the scientists placed at her dis­
posal. At the conclusion of the war, the Govern­
ment .was anxious to correct this situation. The 
Department of Scientific and Industrial Research 
was established. In addition to maintaining a. 
number of laboratories for special purposes-notably 
the National Physical Laboratory-it has established 
twenty-six Research Associations in various trades. 

These Associations are co-operative: part of the 
funds are provided by the Government, and part are 
subscribed by the various firms who are members 

. of the Association. They undertake fundamental 
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researches into scientific questions bearing upon the 
indUBtry concerned, particularly where such in­
quiries appear too costly or likely to occupy too long 
a period, to be readily undertaken by the individual 
concern. In addition they provide laboratory facil­
ities and scientific service for firms which are not 
in a big enough way to employ special staJJs. 
Many of the larger factories in the country maintain 
their own chemists and research engineers. Important 
Research Institutes have been established by certain 
industries apart from the work of the Department. 

But, while great strides have been made in the 
application of the physical sciences through pure 
and applied research, the situation is still far from 
satisfactory. It is clear, in the first place, that 
Great Britain is spending far less on constructive 
industrial research than the United States, and 
probably rather less than Germany. Moreover, 
far less than the full possible use is being made of 
the results which have been achieved in many 
directions.. For this there are various reasons. 

There are still a large number of businesses in 
the country where those responsible have not yet 
appreciated the full significance of modern scientific 
development, even on the technical Bide. They 
prefer to trust to traditional craft skill and the 
methods which have proved profitable in the past. 
Or they lack the moral courage to face the alterations 
in organisation and the writing down of machinery 
which are constantly neeessary if they are to keep 
abreast with scientific discovery. 

Apart from these, many who appreciate dimly the 
force of the tendencies to which they are subject, 
who are even ready in a general way to subscribe 
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to resea.rch undertakings, are unable to apply the 
findings of the investigators in their own factories. 
Lacking the scientifio knowledge themselves to 
comprehend what is implied in the various develop­
ments which are taking place, they seem unable to 
organise their bUBinesses so as to obtain the necessary 
assistance. Or, where they possess the skilled 
assistanoe, they seem unable to integrate it with 
the oraft methods and the normal system of control 
within the works. In an old industrial country 
such as Great Britain, there is necessarily a big 
weight of tradition. The introduction of new 
technical methods undoubtedly encounters greater 
resistance, and requires a more sustained effort on 
the part of those in oontrol, than is the case with 
some of her competitors. But cases are not lack­
ing of manufacturers blandly inquiring from their 
Researoh Associations as to problems on which 
they had received full information a couple of years 
before, or devoting considerable time, effort, and 
money in conducting experiments on questions which 
had a.lrea.dy been exhaustively worked, and concern­
ing whioh ample knowledge was readily available. 

It is in this direction that Rationalisation has 
the most direct bearing on Researoh in the narrower 
sense as limited to the technical side of production. 
Large expenditures on staff and equipment, the. 
most perfect laboratories, and the most highly­
skilled investigators, must fail of adequate results 
in industry, unless businesses are so organised as 
to apply their findings promptly and effectively. 
This is largely a question of correct management 
structure, which makes due provision for the dele­
gation of responsibility so that those in eontrol are 

• 
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not over burdened with detail, and which at the same 
time secures that all necessary types of skill are 
provided and co-ordinated. Modern science is at 
present developing, specialising, and expanding its 
fields of inquiry, at a speed greater than that shown 
by the majority of businesses in adjusting them­
selves to the new conditions. Practically speaking, 
it is only the scientifically managed factory which 
is in a position to take full advantage of the 
progress of invention and discovery. 

The term Research has so far been need in the 
somewhat narrow sense of .laboratory work in the 
physical sciences. For reasons already given, this 
aspect of the question has received the most atten­
tion in Great Britain. But the idea of research 
methods and their application to industry covers a 
far wider field. Broadly speaking, wherever a 
manufacturer diverts any portion of his resources 
from the normal routine conduct of his business, 
either to inquire into the facts on which his future 
decisions should be based, or to examine the possi­
bilities of improving his methods in any direction, 
he is engaging in research. Viewed in this light, 
research appears as one of the first essential steps 
in the general process of developing a more scientifio 
form of industrial control. 

In the individual business several difficulties are 
normally encountered in developing research work. 
The day-by-day conduct of the concern usually calls 
for close attention and unremitting effort. H the 
stafi is economica.lly balanced, the whole time and 
energy of the principal managers are occupied by 
their existing duties. Improvements, where they 
are introduced, are conceived hurriedly, and are 
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frequently carried out as the result of a sPecial 
drive after the normal day's work is accomplished. 
Where the expenses of the undertaking are closely 
controlled, as they should be,. the engageme~t of 
extra employees seems difficult to justify. The 
results of researches which have yet to be under­
taken appear speculative and vague. 

As the knowledge bearing on various forms of 
business activity becomes more detailed and more 
refined, the standard of education necessary to 
absorb it, and to apply it to concrete problems, 
rises. To see quickly how a new development in 
any particular science can be integrated with the 
daily practice of a large organisation calls for con­
structive imagination. This quality is not readily 
developed by a close attention to routine -duties. It 
calls for a manager with unusual powers, and a high 
degree of training both theoretical and practical. 
Such men are rare, and, when available, are the 
first to appreciate and to be absorbed by the numer­
ous duties and responsibilities which exist in every 
vital industrial enterprise. 

At the same time, the evidence of every successful 
business which has undertaken serious research 
work is conclusive. It pays, not only in the material 
sciences, but in many other directions .. For instance, 
the organisation and systems of every business. 
however well-managed, require constant amend­
ment if they are to keep pace with changing con­
ditions of trade. It is almost impossible for the 
man engaged in routine administration to do this 
work. Other reasons apart, mere force of daily habit 
blinds him to wastes and unnecessary complexities, 
which are quickly visible to an outside investigator. 
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In general. experience suggests that in moat 
instances research should be entrusted to members 
of the staff specially allocated for that purpose and 
freed from any routine duties. Such investigators 
need not themselves, however, be highly-trained 
in all instances. Where the duties of management 
are suitably divided between the principal officers 
of a business, 80 that each specialises in one or a 
few functions, such officers can provide the stimulus 
and specialised knowledge necessary to guide 
subordinates specially allocated for research in 
those functions. Careful organisation will secure 
that the routine duties allotted to them allow them 
time and opportunity for this work. 

The main essential is an appreciation that work 
definitely directed towards the improvement of 
methods and processes in every branch of the 
business is necessary and profitable. It cannot be 
carried out by tired men deeply immersed in daily 
a.dministra.tion. Nor is it safely entrusted to those 
immediately concerned with the routine manage­
ment of departments and sectious. Save in the case 
of the very smallest enterprises, the employment of 
at least one member of the staff definitely entrusted 
with this duty will always be found to be a wise invest­
ment. In larger- concerns the numbers which can 
be employed economically in specialising in various 
types of research have always exceeded the expecta­
tions -of those who have attempted the method. 

Other directions in which research methods have 
been applied successfully to business are numerous. 

The older conception of Accountancy as a means 
of preventing spooula.tion and of showing the general 
cash results of business tr&nsa.ctions at infrequent 
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intervals. has been greatly modified. partly as the 
result of the application of statistical methods to 
business control. Statistical science is, of course. 
in itself a method of research. It has been applied 
in many directions to throw more light on the 
actual facts of business. The comparatively new 
profession of Costing goes behind the general profit 
and loss in any period, to the detailed expense of 
various items in the total and to the contribution of 
the difierent articles and sections to the profit figure. 

Following on the more exact view of the facts of 
expenditure thus rendered possible, business men 
evolved better methods of maintaining constant 
control of the elements of waste. Modern manage­
ment demands that expenditure in excess of what 
is anticipated or of what the busineSs will bear 
should be examined and checked immediately. It 
is of little use to hold a "post mortem" examination 
after such expenditures have accumulated and have 
resulted in a loss on the trading period. This has 
led to the evolution of &. technique of Budgeting. 
All expenditures and receipts are estimated in 
advance. and a definite margin of profit is planned 
for the accounting period. Figures of actual re­
sults are presented at frequent intervals. Those 
responsible for the business are thus enabled to make 
the necessary adjustments to meet changing con­
ditions of trade promptly and to secure &. closer 
control over the actions of their subordinates. 

Statistical research has a.lso developed the use 
of Graphic .methods for analysing and presenting 
facts. Many tendencies and causes which cannot 
be discovered when presented in long columns of 
detailed figures, are readily observable if expressed 
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physically in lines or other geometrical patterns. 
The limits of human attention and concentration 
can be much enlarged by charts, correctly designed 
to emphasise any deviation from the normal. More­
over, figures expressed in this form are subject to the 
mathematical laws governing the behaviour of 
curves and correlations. An additional check is 
thus provided for testing the validity of conclusions. 

In a wider field statistical research is leading to 
the development of Business Forecasting. One of 
the greatest difficulties from which business men 
have suffered in the past has been the recurrent rise 
and fall of general trading prosperity. This periodic 
and apparently inexplicable alteration of boom and 
slump has been accompanied by disturbances of 
price levels and security values. It has resulted 
in severe losses on stocks, great uncertainty in 
planning business _ developments, and acnte unem­
ployment. It has tended to produce among 
business men a fatalistic attitude towards their 
responsibilities. They feel that they are in the 
grip of external forces which they can neither 
understand nor control. "Bad business condi· 
tions" become the excuse for bad judgment and 
the absence of vigilant administration. 

Economic science, using the method of statistics, 
is in process of analysing these movements and 
providing methods of measuring business tendencies. 
No complete explanation of the whole process is 
yet available and it cannot therefore be brought 
entirely under the control of the community. But 
there are already indicators which can be of great 
assistanoe to the individual trader in forecasting 
movements of purchasing power, money values, 
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and similar factors affecting general business con­
ditions. He is thus enabled to lay his own plans on 
a secure basis of fact and with less reference to the 
emotional atmosphere about him. The general feel­
ing of optimism and pessimism which accompanies 
these business movements is itself pregnant with mass 
suggestion. Men's feelings re-act to the crowd and 
cloud their judgment. They thus exaggerate. the 
current tendency. The mere fact that an increasing 
number of individuals in responsible positions are 
enabled to consider the situation in a detached Way 
in the light of cold figures, will itself do much to 
reduce the rapidity and extent of these changes and 
to stabilise business conditions. 

Research methods are also being applied with 
increasing results to the material and moral factors 
which bear on the efficiency of those employed' in 
industry. The work of the Industrial Fatigue 
Research Board and of the National Institute of 
Industrial Psychology has already been noticed. In 
both these cases we find a combination of the latest 
discoveries in Psychology and Physiology, based on' 
laboratory experiments, with field research into 
results when they are applied to the practical prob­
lems of the works. Such field research again makes 
full use of modern developments of statistical method 
both to measure its material and as a secondary 
check on the accuracy of its conclusions. 

Apart, however. from the application of specific 
sciences, business men themselves are approaching 
questions connected with the employment of labour 
from the research standpoint. In many factories 
figures are compiled indicating the incidence and 
chief causes of absence, whether due to sickness or 
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to other reasons. Problems of labour tumover­
overtime and its relation to output, earnings and 
efficiency, the selection of recruits, the effect of 
rest pauses and refreshments, and so on-are being 
studied from this angle. A manufacturer wishjng 
to test a new ventilation system, for instance, 
chose two rooms with similar atmospheric conditions 
and occupied by workers of the same sex, age, and 
general physical condition engaged on similar pro­
cesses; he installed the new system in one of the 
rooms, and then made careful comparisons of the 
incidence of sickness in the- two rooms before and 
after the new apparatus was installed. Controlled 
experiments of this description are es.sentiallyresearch 
and lead to practical conclusions of great value in 
increasing the efficiency of any working force. 

Lastly, research methods are invading the Dis­
. tribution field. "Market Research," as it is called, 
involves two rather separate lines of inquiry. 

In the first place there is the intensive statistical 
study of particular areas from the lItandpoint of the 
article in which it is proposed to trade. Much of 
this work can be carried through by the analysis 

I and re-arrangement of existing published material. 
Census figures, directories, and similar sources are 
employed to dissect the population into various 
appropriate groups according to purchasing power, 
special interest, family responsibilities, and so on. 
Unemployment figures and other economic indices 
are used to correct the actual results of distributive 
undertakings and: to separate the fluctuations which 
are due to external circumstances from those which 
are attributable to causes lying within the control of 
the organisation. 
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Secondly, markets are examined by direct field 
research. This work is carried out· by trained 
investigators who actually visit a. large number of 
consumers. They ask a. few simple questions about 
the product they are investigating and the buying 
habits of the individual. Their reports are collated 
and treated statistically. Provided a reasonably 
large number of people are included in the inquiry 
and the &.real! chosen are properly selected, valuable 
evidence is obtained by this method of "sampling" 
as to the possibilities of selling this or that article, 
and the methods of distribution likely to yield the 
most satisfactory results. 

Generally spesking, the technique of applying 
these research methods to distribution questions is 
as yet in an experimental stage. But they are 
already widely used, notably by some of the leading 
Advertising Agents, to test the available market 
for new products which are offered to them and to 
measure the effect of alternative channels of pub­
licity. There are also a number of enterprises 
which specialise in providing research services of 
this type to the individual manufacturer. An 
approach along these lines to the very difficult 
problem of maintaining sales offers to the business 
man a far better prospect of definite and con­
trolled results than the older" hit or miss" methods. 

As a. result of these various tendencies, there are 
already a very large number of agencies in Great 
Britian which may help the individual employer to 
make a wider use of research methods. Some of 
them are definitely engaged in pure or applied 
research bearing on the broader problems common 
to whole industries. Others are concerned with 
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the provision of the sta.tistica.l or other materis.l 
which is necessary for the successful application of 
research methods to the problems of the individual 
business. Others offer skilled assistance in the 
difficult ta.sk of applying the results of more genera.l 
researches to the situation of a particular concern. 
Others again engage in research activities bearing 
upon industry as a result of professional association. 
and with a view to enlarging the scope and use­
fulness of the members of a particular craft. Yet 
others are primarily educational in purpose, but 
necessarily undertake much valuable research work 
in the course of preparing their pupils for the various 
scientific and technical occupations. 

By far the largest proportion of such agencies 
are at present concerned with the physical sciences. 
The work of the Department of Scientific and 
Industris.l Research has already been described. 
The Trade Associations which it has established 
vary very greatly in importance and value. In 
almost every insta.nce they are used to the full only 
by a circle of the more progressive employers. In 
every industry there appears to be a proportion of 
undertakings, more or less considerable, whose 
m8.JJagement is lacking either in the scientific know­
ledge necessary to apply the simplest findings of the 
association's investigators or in the enterprise to 
appreciate their significance in terms of profit. 

In addition to these Associations, the Department 
either mainta.ins. itself. or co-operates with other 
Government departments in mainta.ining, labora­
tories or research sta.tions for special purposes or 
applica.ble to special industries. Several of these 
are prepared to undertake specific inquiries into 
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problems presented by individual firms en: associa.­
tions of employers. The actual cost of the necessary 
work only is charged. Services of this description 
are of special value to the small undertaking which 
cannot maintain the skilled staff to deal with all 
the technical problems with which it may be con­
fronted. They are also of value to the larger con­
cern in clearing the ground when new developments 
are under consideration which are outside its normal 
experience. Such institutions also can sometimes 
afford large-scale experimental equipment which 
would prove an unprofitable investment if set up 
by the individual concern. The tank for testing 
wave effects maintained by the National Physical 
Laboratory is a case in point. 

In eertain instances Trade Associations have, of 
their own initiative, established important research, 
institutions for dealing with the technological prob­
lems of a particular industry. Examples are the 
Shirley Institute for the Textile Dyeing Trade and' 
the Institute of Glass Technology. 

The majority of the Universities have faculties· 
of engineering and chemistry. Some of the newer 
foundations, particularly in the industrial areas, 
are equipped with schools of technology in a large 
variety of trades. These are frequently established 
and conducted with special reference to the industrial 
requirements of the partioular area and with the 
advioe of Committees of employers. They are 
anxious to co-operate with the business world both 
to secure that their teaching is on lines which will 
assure their graduates a technological equipment 
of practical value and to maintain touch with 
the latest industrial developments. Research and 
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experimental methods are an essential part of their 
curriculum. They will frequently undertake in­
vestigations for the individual business, provided 
that the problem is within the compass of their 
resources. 

Certain research of a technological character is 
also undertaken by the various Institutes of Engin­
eers, Chemists, Mineralogists, and so on. But their 
main function from the standpoint of the employer 
is to provide a clearing house for new ideas and 
developments in the particular professions with 
which they are concerned. Their libraries in certain 
instances constitute the best available collection of 
specialised literature from all over the world bearing 
on the particular science and its industrial applica.­
tions. All published material is thus brought to­
gether, and the immense task of keeping pace with 
developments is fa.eilitated. Important work on 
fuel economy has been initiated by the Federation 
of British Industries. 

On the statistical side, a certain amount of research 
is carried out through the agency of various Govern­
ment departments and special inquiries. The Board 
of Trade supplies figures bearing on our imports 
and exports, and similar commercial questions. 
The Ministry of Labour collates a large amount of 
information relating to Wage Rates in various trades, 
unemployment, and other industrial questions falling 
within. its purview. The Home Office, through its 
Fa.etory Inspectors' reports, and the Ministry of 
Health in dealing with occupational disease approach 
the collection of data bearing on industrial life from 
yet other angles. The Board of Trade Journal, 
the Ministry of Labour Gazette, and its annual 



RESEARCH 93 

Abstract of Labour Statistics, all contain matter 
of direct practical moment to the employer. The 
decennial census of Production gives a synoptic 
view of the growth of British Industry; it is to be 
regretted that the work of collating and tabulating 
the figures frequently delays publication till two or 
three years after the events recorded. 

On the whole, however, this vast accumulation 
of information is not presented or integrated in 
the forms most directly calculated to be of practical 
service in the solution of business problems. It is 
historical and statistical rather than a working tool. 
applied to immediate questions. It is in the course 
of special inquiries that the State's resources of 
statistical material are most frequently focussed to 
a point, and made the basis of recommendations 
and decisions as to working policy. The Samuel 
Commission on the Coal Industry, and the Balfour . 
Committee on Industry and Trade, are examples of 
such inquiries. 

Apart from Government activity, there are few 
agencies for statistical research. Here and there 
the Universities sponsor undertakings in this direc­
tion, and certain important papers are presented 
to the Royal Statistical Society. In this connection 
the work of Sir Josiah Stamp and Professor Bowley, 
and some recent inquiries by Professor R. M. Carr­
Sa.unders a.t Liverpool, are of interest to indus­
trialists. In addition, the question of business fore­
casting is dealt with by the London and Cambridge 
Economic Servic»--e. joint undertaking by two 
Universities, intended to provide employers with a 
reasoned digest of all the statistical informa.tion 
bearing on the fut~ course of trade. The Federa-
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tion of British Industries also provides its members 
with a statistical review of business conditions. 

Researeh into accountancy methods and com­
parative costs has not yet been undertaken on any 
general scale. The resources of the Institute· of 
Costs and Works Accountants are hardly as yet 
equal to work of this description. A certain amount 
of investigation in this direction has been done in 
connection with the special Government inquiries 
a1ready dealt with. In addition. an important and 
extended inquiry resulted in the setting up of a. 
standard costing system for "the printing industry. 
This has proved an immense boen to employers 
engaged in the trade. 

A number of important inquiries into varions 
,forms of occupational disability, the employment of 
the defective, and similar matters, have been 
nndertaken by the Medical Research Council. 

Physiology and Psychology are a field in which 
this country has tended to take a leading place. 
Since its foundation the Industrial Fatigue Research 
Board has published over fifty reports dealing with 
the mental and physical conditions making for 
effective production. These investigations are con­
cerned with questions which are common either to 
industry as a whole or to all engaged in certain 
important trades. The National Institute of Indus­
trial fsychology and Physiology, on the other 
hand, serves the individual employer. Its staff of 
trained investigators may be engaged at a fee to 
examine the situation in any individual concern, 
and to recommend measures for the application of 
the latest scientific developments to the problems 
presented. Its increasing fund of experiment and 
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experience in dealing with the difficulties of a large 
variety of establishments is an important national 
asset. Far-sighted employers are making an in­
creasing use of its services. In addition, it is carry­
ing through an important piece of research work 
on the subject of vocational selection. 

On the problems comprised under the general 
heading of Welfare or Industrial Relations a number 
of investigations have been carried out. The 
Ministry of Labour has issued reports on Industrial, 
Councils and Works Committees. The Home Office 
publishes two valuable series of pamphlets dealing 
with questions of industrial welfare and safety. 
Among voluntary agencies whose work includes 
inquiry into questions of this character are the In­
dustrial Welfare Society, the Institute of Industrial 
Welfare Workers, the National Industrial Alliance, 
and the Labour Co-partnership Association. 

Market Research is as yet inadequately organised. 
The Department of Overseas Trade· publishes an 
aunual report on the economic conditions of 
most of the more important countries to which we 
export. The Empire Marketing Board has been"' 
conducting . more detailed inquiries into suitable 
products, methods of packing and presentation, 
and other factors bearing on the volume of inter­
imperial trade. The Federation of British Indus­
tries, by means of its representatives in various 
markets overseas, keeps its members in touch with 
requirements and conditions. The Balfour Com­
mittee has issued an important volume dealing with 
export markets in relation to certain basic in­
dustries. But in general, the conduct of detailed 
statistical researches into the requirements of 
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certain specific markets, a.nd the means by which 
manufa.eturers ma.y ada.pt their methods of pro­
duction to meet the openings so revealed, has been 
left to private hands. It is doubtful if, in view 
of the enormous field to be covered and the possi­
bilities inherent in an enlarged knowledge of the 
facts, any individual concern working for profit 
will be able to do full justice to the opportunities 
for research in this field. .some form of co-operative 
and co-ordinated national action appears to be 
essential. There is in existence a Market and 
Management Research Association of Great 
Britain. But while it has done useful propaganda 
work, its resources are smaIL 

On the executive side of Distribution, the methods 
of giving practical effect to the policies determined 
upon as the result of inquiry into markets, little 
has been accomplished. The Incorporated Sales 
Managers' Association of the United Kingdom pro­
vides a nucleus for possible organisation. It has 
already undertaken several valuable inquiries into 
selling methods. But here again resources are in­
adequate, and the professional solidarity and interest 
of this technical calling have yet to be developed. 

Finally, the whole of the more general field which 
is included under the term "Administration" is 
woefully lacking in agencies for Research. The 
bulk of F. W. Taylor's work was carried out in the 
individual machine shop. It was primarily concerned 
with the worker and his relations to his immediate 
supervisors. He had little opportunity of extending 
his studies into the more general issues of business 
administration. Thus even those in Great Britain 
who have most keenly appreciated the value of 
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Taylor's philosophy, and of the technique which he 
developed in investigating business problems, have 
only slowly arrived at an appreciation of the full 
scope of the term "Scientific Management." 

A leading French mining engineer and industrial 
leader, Henri Fayol, defined administration as in­
cluding planning, organisation, direction, co-ordina­
tion, and control. All of the industrial activities 
comprised under these headings still await system­
atic investigation as far as Great Britain is con­
cerned. A number of employers who are interested 
in the question have organised themselves into 
Management Research Groups for mutual exchange 
of information and the development of inquiries. 
But the importance of work of this character and 
its ultimate financial value still await recognition. 
Personnel trained for research work in this field 
and adequate resources are alike lacking. 

In connection with the public and municipal 
services the situation is somewhat easier. The im­
portance of administration is more readily recog­
nised in an environment where the requirements 
of a consistent policy are less readily subordinated 
to the immediate exigencies of competitive trading. 
The publicity which is an essential condition of 
service under democratic forms of Government 
itself secures a. closer attention to the principles 
on which action is based. The Institute of Public 
Administration is doing important work in organ­
ising the study and comparison of Governmental 
methods both central and local. Employers who 
are brought into contact with this Institute are struck 
by the close correspondence between the problems 
examined and those which face industrial managers. 

G 



CHAPTER VII 

THE' FIELD 011' MANAGEMENT 

I T is clear that the field to be covered. by the indi­
vidual who aspires to manage a business scientifi­

cally is both wide and complex. This is true whether 
the enterprise be large or l!mall. It is sometimes 
suggested that the refinements of modem knowledge 
and modem methods, whether in technique or 
administration, are the prerogatives of the large­
scale concern. It is imagined that they are only 
applicable and useful where mass production and 
standardisation can be fully developed. 

This is not so. Theoretically .the proprietor of 
, the one-man business unites in his own person all 

the functions and the activities which are character­
istic of the mammoth concern with a quarter of a 
million employees. He should plan, organise, c0-

ordinate, and control his own work. He should 
buy and test his purchases. He should manufacture 
and store. He must sell. He should keep records. 
He should researoh into new methods and opportuni­
ties for improvement. He should conduct corre­
spondence and transport goods and material. In 

'short, he should be a microcosm of a.ll the Managing 
Directors, Production and Sales Managers, Buyers, 
Chemists, Engineers, Psychologists, Advertising Man­
agers, clerks, foremen and operatives who staff a 
large modern works. As surely as his work in any 
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one of these manifold capacities is less informed. and 
less efficient than that of one of his many oom­
petitors, to that degree will he fail to conduct his 
business to the best advantage. 

It is, of course, impossible in practice to find the 
one-man business which is equally developed. in all 
these various aspects of its activity.< What usually 
happens is that such businesses prosper because the 
individual concerned. has some particular capacity 
which enables him to render a special service to his 
customers which is personal to himself, and with whioh 
the concern with large resources cannot compete. 
Yet even in such cases, disaster frequently super­
venes because in some one or more of the many 
necessary aspects of his work the individual is 
lacking in the essential minimum of knowledge or 
experience. 

The Bame is true mutatis mutandis of the small-soale 
unit whether in production or distribution, employing 
from five to two hundred persons. Only in ex­
ceptional instances can a business of this size afford 
to employ really high-grade specialists in more than 
two or three of the main functions which make up 
the total of its activities. In so far as it caunot do 
so, it is at a disadvantage compared with its larger 
competitors. This difficulty may be met by the 
employment of outside experts in a consultative 
capacity or by specialising members of the existing 
staff, who, while lacking the educational back­
ground and the advanced scientific training to de­
velop the partioular field in which they work to its 
highest potential, are enabled by their concentration 
on a particular branch of management to achieve 
a useful standard of special knowledge and skill. 
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It frequently happens, however, lIB with the one­
man business, that the special interests of the in­
dividual in control tend to concentrate his attention 
on one or two of the main aspects of his business. 
Moreover, unwillingness to delegate authority or 
perhaps to recognise to the full the possibilities 
inherent in specialisation, even with a comparatively 
uneducated personnel, lead to the neglect of certain 
functions. One experienced business leader said 
recently that "it is more important to have all the 
functions of a business developed lIB to 10% of their 
possible efficiency rather than one function developed 
to 100% efficiency at the expense of some of the 
others."! 

This principle of "balance" in the conduct of an 
enterprise is of the greatest importance. It imposes 
upon those responsible the obligation of taking meas­
ures to secure that each and every function is con­
ducted with the maximum of detailed knowledge 
and specialised experience which their resources 
permit them to command. 

In the case of the large business unit with many 
thousands of employees and an ample turnover, 
the problem of providing for the necessary specialised 
knowledge is less pressing. In many such concerns 
in Great Britain research libraries have been estab­
lished which call the attention of the various specialist 
officers of the undertaking to everything new which 
is published in their particular field. The advantages 
of such an arrangement where it is properly organised 
can be very great. In such cases, however, a new 
difficulty is enconntered in securing that their 

I Henry S. Dennison. apeakiDg to the li!arIM _ Kauagement B......b 
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various forms of knowledge may each contribute 
the ma.ximum of advantage to the common purpose •. 
That is to say, the question of organisation calls 
itself for special research and study. The pos­
sibilities inherent in this subject have, as yet, been 
imperfectly realised by business men. 

Many businesses work successfully with an organ-
, isation which has grown up loosely over a period 

of years. But such undertakings are always at 
tile mercy of sudden changes either in trading· 
conditions or in their personneL Moreover, as with 
smaller units, there is always the risk of special 
emphasis on certain functions, due to the exercise 
of those functions by individuals with particularly 
strong personalities, or the failure of other individuals 
in the functions which they are presumed to repre­
sent. A whole new series of problems in dividing 
up duties and activities, allocating individuals to 
the jobs so created, and co-ordinating their efforts, 
are brought into being immediately a business grows 
beyond the size which is susceptible to. the direct· 
executive control of a single personality. When a. 
body of highly-skilled specialists is correctly organised 
so that each one of them puts forward persistent 
and co-operative effort towards the execution of a 
common policy, the results in output and profit far 
exceed those secured by a concern employing an 
equally competent personnel who are, however, less 
carefully co-ordinated. 

In Great Britain, however, as among the remainder 
of the industrialised nations, the typical forms of 
economic enterprise are in a stage of extremely rapid 
transition. Up to the end of last century, the unit 
business, whether large or small, with the single 
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factory and & single organisation, was the normal 
expression of industrial activity. To-day the com­
bination of busine/lS6S under a single control plays 
an increasingly important part in the economic 
life of the nation. Such combinations appear in 
a very wide variety of forms, and are achieved as 

,the consequence of many different motives and by 
multifarious methods. No satisfactory classifica­
tion or descriptive terminology has yet been estab­
lished. Words such as Merger, Fusion, Consolida.­
tion, Trust, Pool. Cartel, and the like are used in 
different senses by writers. on economic subjects. 
In practice all such arrangements imply to a greater 
or less degree a concentration of the higher control 
of a number of undertakings which are also, to a 
greater or less degree, independent units. In BOme 
of the larger combinations in Great Britain, over a. 
hundred legally a.utonomous companies are brought 
under a single controL 

While the aetnal number of single business units 
is, of course, vastly in excess 0:£ the number of 
combinations, the proportion of the working popula­
tion employed by such large multiple undertakings 
is constantly increasing. They present a form of 
complex organisation, as opposed to the single 
organisation of the unit enterprise, which raises 
its own series of problems for the management. 
It is clear that their command of highly specialised 
technical skill of all kinds is greater than that of 
even the largest single concern. On the other hand, 
the difficulties of co-ordination, of securing that 
the fullest use is made of the available knowledge, 
are proportionately greater. Especially where the 
various units in a combination are widely separated 
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geographioally, it is essential to secure some degree 
of looaJ autonomy and authority in order to enforce 
responsibility. At the same time the views of those 
holding such locally responsible positions are some­
times an obstacle to the full utilisation of all the 
specialised capacities at the oommand of the com­
bination. 

The practice of different combinations &8 to the 
degree of centralisation or delegation of authority 
and initiative with regard to the various functions 
of industry varies very widely. Broadly spes.king, 
no common practice or defined principles have &8 

yet been established in this matter, comparable 
to the generally accepted standards applicable to 
the organisation of the single unit enterprise. On 
the other hand, the potential economies inherent 
in large combinations, which usually constitute the 
underlying motive for their formation, must fail 
of realisation unless this broad administrative prob­
lem is satisfactorily solved. Only when the rela­
tions between the various units and the central 
controlling body are so adjusted &8 to secure that 
the whole of the specialised ability available is 
fully applied in every branch of the combination's 
activities, can such ability be obtained and used 
on the most economical terms. 

At every level of business activity, from the one­
man concern to the vast combination operating 
in a dozen countries, the responsible administrator 
or manager is faced with the same common problem. 
He has to secure that in every field of activity he 
brings to bear the fullest measure of scientific know­
ledge which his resources can command. Only 
so oan he secure that his effort is both well balanced 
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and flexible. Lack of balance will result in in 
efficiency in certain important functions. Lack of 
flexibility Will lead to ignorance of, or fa.ilure of 
adjustment to meet, changing economic conditions 
which are outside his persona.l control. In either 
case he must face inevita.ble waste and loss. 

If he is to guard himself aga.inst these possibilities 
he must keep continuously before his mind a picture 
of the wlwle of the activities necessary for the suc­
cessful conduct of the enterprise, and of the provision 
which he is making to secure that they are ade­
quately performed. That ~ to say, he must in the 
first place ana.lyse the tota.1 effort involved in the 
efficient management of the concern into its con­
stituent activities or functions. 

The actual arrangement of such an ana.lysis, the 
way in which the different activities should be 
grouped, particularly forpractica.l purposes in dividing 
responsibility, is still to some degree an open ques­
tion. But the points leading to difference of opinion 
are, comparatively speaking. unimporta.nt. Broadly. 
&. standard list of the main functions involved in the 
management of any underta.king is now genera.lly 
accepted by all students of business orga.nisation. 
This list will of course vary as between producing and 
distributing businesses, in that the latter will not 
include the function of production or manufacture. 

Every business concern involves in the first place 
four main groups of activities. These are concerned 
with: 

(a) General Management, that is the mainten­
ance of the orga.nisa.tion of the enter­
prise, the co-ordination of effort, and the 



THE FIELD OF MANAGEMENT 105 

exercise of a general executive control 
overall activities. 

(b) Finance, that is the provision of capital for 
equipment and working expenses, 
records to indicate progress from the 
cash standpoint. and other figures of a 
statistical character used lIS a guide in the 
control of activities. 

(c) Production, that is the actual extraction 
or processing of raw materials, or the 
provision of a service. 

(d) Distribution, the disposal of the goods or 
services provided by the business to 
those who require them. 

But underlying these main groups. and to some 
extent cutting across them, there are a number of 
functions which can be clearly distinguished and 
which, under modern conditions, call for specialised 
knowledge if they are to be handled effectively. 
These are: 

(e) Personnel, that is all the tasks directly in­
volved in handling the employees of the 
concern of every grade. in engaging them, 
in dismissing them, and in caring for 
their welfare in the broadest sense. 

(f) Technical Research, that is the maintenance 
of the processes and equipment of the 
concern at the highest level of efficiency 
possible in the light of the scientifio 
knowledge available. 
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(g) Purchaaing. that is the maintenance of all 
supplies of any kind required by the 
enterprise. 

(1&) Transport, that is all the tasks involved in 
the moving of materials or goods, 
whether within or without the factory. 

Moreover. fa.11ing within the main groups, though 
sometimes as a matter of convenience allocated to 
one of them and sometimes to another, are other 
special activities. Thus the maintenance of the 
organisation requires initially that it shall be built 
up in accordance with the law of the land governing 
that particular form of enterprise, and there are a 
number of other causes which may force a business 
to undertake activities of a legal character. Business 
organisation itself is a special study requiring much 
research and unremitting attention to developments 
in this field in all parts of the world. In all large 
concema the office methods employed call for the 
concentrated attention of one or more specialists. 
It is not possible for the manager with other more 
important duties to keep in touch with the very 
rapid growth of new forms of office machinery and 
equipment, or to devote the necessary time and 
attention to working out and applying new systems. 

Under the financial group there is a tendency to 
distinguish between the work of the .Accountant 
proper and that of the Cost Accountant or Statis­
tician. The latter is primarily concerned with 
statistical reoorda rather than with the double 
entry system of the business which leads up to its 
Trading Accounts. In addition, in the sections of 
this group there must also be included the new 
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science of Business Forecasting which is directly 
concerned with the fi.n&ncial control of a.n enter­
prise. This has neoessarily to be handled by a. 
trained economist if the best results are to be 
obtailied. 

The Production group gives rise to special 
technique both in the direction of Planning and of ' 
Design. While there is at present no recognised 
profession of Planning, and insufficient definition 
of the functions and position of those occupied with 
Design, the distinction between those activities and 
the day-by-day conduct of producing departments 
is now fairly clearly recognised. The separation 
of Planning from performanoe was one of the 
principles most strongly emphasised by the earlier 
students of Scientific Management. 

Technical Research, in the sense given to it here, 
covers, of course, a very large number of different 
specialists. The maintenance of prooesses and 
equipment may involve the knowledge of archi­
tects, chemists, and a large number of engineers in 
special trades. In addition it may call for workers 
in a variety of other sciences. How far each of 
these fields of special knowledge should be ex­
ploited separately is a. matter for the individual 
concern. But undoubtedly one of the main diffi­
culties of administrating modem technical processes 
is to obtain sufficient initiative for an increasing 
number of specialist oocupations without losing the 
necessary co-ordination of those activities. The 
sub-division of the profession of engineering into 
a large number of highly specialised techniques is 
an example of a process which is steadily spreading 
throughout the skilled professions. 
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The Distribution group has usually hitherto been 
regarded as including the functions of Selling and 
Advertising. But it is becoming recognised with 
increasing emphasis that the actual task of selling 
goods or of controlling those who sell them, differs, 
in the personal qualities and the knowledge it de­
mands. from the task of examjning the potentialities 
of new or existing markets. In certain very highly 
organised modern businesses the subject of market­
ing or merchandising is treated separately from the 
ailministration of the actual selling or ailvertising. 

It seems probable that the next big step in the 
evolution of business organisation will be the general 
recognition of a group of problems, which may be 
included under this heail of marketing or .. Merchan­
dising," as a quite distinct function. calling for the 
attention of a separate division or department equal 
in importance to the departments of Production. 
Distribution and Finance. Such problems include: 

(a) The question of what goods the business is 
to sell, how is its price-list to be constituted? 
Is it to contain one line or five lines, or five 
hundred! When are lines to be ailded, and 
in accordance with what principles? When 
are lines to be withdrawn from sale! 

(b) The question. closely related to the last, of 
e:n.mining new uses for the goods which the 
business is in a position to make, or even of 
inventing new wants which it will be in a good 
position to supply. An example of the first 
process was the discovery that the disinfectant 
.. Milton" could also be used for cleaning 
dentures. An example of the second is the 
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work done by a. manufacturer of sealing wax 
to popula.rise the ma.king of artificial jewellery 
and other decorative craft work in this 
medium. In the past such issues have fre­
quently been left to chance. But the modern 
business manager who wishes to make a 
positive and constructive effort to enlarge 
his market must organise the search for 
opportunity deliberately. 

(c) The question. when new lines are to be 
launched. of their exact design and presenta.­
tion, the methods of packing and labelling, 
the markets to which they are first to be 
introduced, the publicity to be a.rranged. a.nd 
above all the co-ordination of the various 
specialised activities in a. definite .programme 
so that the issue may take place with every 
detail ready. 

(d) The question of the price policy to be pursued 
by the business. Is it going to attempt to 
sell X units at A shillings each yielding £Y 
of profit, or will it attempt to sell X units 
at A-I shillings each yielding £Y-l of profit, 
but a larger profit in total owing to the 
economies possible with a larger output? 

(e) The question of how much the business is 
going to attempt to sell in each succeeding 
period. What is the task it will set before 
its salesmen? On what figures is it going to 
base its plans for production? Without such 
planning in advance, ordered management 
is impossible. Even where this decision 118 
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to future sales is not arrived at colll!Cioualy 
and deliberately. it is nevertheless taken in 
fact, if not in word. 

(J) What arrangements are to be made to keep 
the business informed of the activities of 
competitors and the relative position on the 
market which it occupies? 

(g) What is the policy of the .business with regard 
to quality? What standard is to be set and 
how is it to be maintained! 

(A) Is the bnsiness to seek to expand its sales by 
its existing methods of distribution or by 
new methods, by more intensive effort in its 
existing markets or by seeking new markets! 
H decision on these questions is to be based 
on investigation and research. what form is 
such research to take and how is it to be 
organised! 

It will be noted that the great majority of these 
problems are on the border-line between the more 
obvions admjnistrative duties nsually assigned to 
Production and Distribution. Moreover. to some 
degree. they involve an inevitable conllict of im­
mediate interest. For instance a simplified price 
list is a necessity for economical mass production: 
on the other hand. too narrow a limitation of the 
range 'offered may make it impossible for the sales 
force to achieve the required turnover. Rapid 
adjnstments to meet fluctuations in fashion and 
consequent demand will· raise production costs: 
failure to adjust quickly enough will result in surplus 
stocks and consequent loss. Someone has to decide 



THE FIELD OF MANAGEMENT III 

at what moment a market tendency may be regarded 
as established and plans must therefore be changed. 
A new line presented by production may be techni­
cally adequate. but unsuited to the requirements of 
the market at that particular moment. 

Decisions on all these issues go to the heart of 
the commercial policy of the business. In any small 
undertaking they will probably be dealt with by 
the Managing Director himself in consultation with 
his Production and Distribution Managers. But 
they necessarily involve a considerable amount of 
detailed co-ordination. And as the undertaking 
grows in scope the Managing Director must neces­
sarily free his hands of all routine or recurrent 
activities of this description. On the other hand 
the conflict of immediate interests to which we have 
referred involves an unnecessary strain on the good­
will of the Production and Distribution Managers 
if they are merely left to adjust these matters 
between them. 

For all these reasons certain progressive businesses 
have already tried the policy of introducing a speciaJ. 
Marketing Manager-a. third party not involved in 
the immediate administrative preoccupations of 
either making or selling-to whom these special 
duties are entrusted. Obviously he will not need 
a large staff, his work being rather investigational 
and deliberative than administrative. But personally 
he must be at least equaJ. in authority and experi­
ence to the managers of the other main divisions 
of the business. 

It is too early as yet to say whether this actuaJ. form 
of organisation structure will prove permanent in 
business life. It has undoubtedly served a very 
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useful purpose in calling attention to the separate 
character of these marketing problems and their 
integration with both production and distribution. 
It thus emphasises the fact that they cannot be 
settled separately by either "party if a balanced 
judgment is to be obtained. In any business which 
aspires to a scientific form of management, 
machinery must be established by which they can 
be isolated, investigated, and made the subject of 
definite decisions. Their very importance from the 
standpoint of the profit and lOBS account has some­
times in the past led to a certain slurring of the 
issues, no individual wishing to take the responsibility 
of making definite estimates in an uncertain field 
where mistakes and their consequences are so obvious 
and 80 serious. Whatever the actual form of such 
machinery. the point of major importance is that 
the Managing Director or other chief executive 
should himself appreciate clearly the existence of 
this group of questions and their special character­
istics. The signs that this is increasingly recognised 
are probably the most important single development 
in the field of management at the present time. 



CHAPTER VIll 

THE FIELD OF ADMINISTRATION 

T HE previous chapter was concerned with the 
internal "management" of a single enterprise 

and the duties and activities involved. The term 
"management" is often used as synonymous with 
"administration." One of the first of the conse­
quences which follow from a more scientific approach 
to business problems, is an attempt to define more 
accurately the terms employed in talking and writing 
about industry. This can only be done in the light 
of a detailed analysis of the actual activities and 
duties which are covered by such terms and their 
relation to existing business practice. Confusion, 
often quite unconscious confusion, about the powers 
and responsibilities attaching both to individuals 
and to appointments is one of the most fruitful 
sources of waste in economic life. It leads to endless 
misunderstanding and discUS8ion~cussion which 
has often no relation to facts, to reality. but only 
to the use of the same word by various people with 
difierent meanings. 

In Great Britain the Joint Stock form of business 
organisation has been imposed upon and has largely 
superseded the older forms of individual ownership 
and private partnership. In a great many instances 
our Limited Liability Companies have not been 
established de now, but have evolved from one of 

B liS 
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the older types, the new legal form being added to 
the structure of an existing business. Under the 
earlier types of organisation the owner or partners 
llBUally carried out themselves many of the executive 
duties and responsibilities concerned with the con­
trol of the business. Arrangements for co-ordinating 
their individual activities and for defining their 
respective functions were often of the loosest. 
They partook of the character of casual under­
standings arrived at in conversation between friends 
or relations, rather than of any more businesslike 
agreement. Instances are not wanting in which 
quite large businesses were condueted by a group 
of partnem without any definite arrangement for 
regular meetings between them or any formal record 
of their decisions. The same individual in the same 
morning would take part in a discussion involving 
issues of the utmost moment for the future policy 
of the business, and am occupy himself with quite 
subsidiary details of the executive management. 

The law governing the constitution of- limited 
liability companies provided for a more precise 
division of functions. The responsibilities of Dirac­
tom were to some degree defined, and methods of 
recording the more important decisiOllll as to financial 
policy were prescribed. In cases where such Dirac­
tom were appointed to the Board from outside the 
concern, they llBUally took no part in the executive 
control. and it became clear that there was a dis­
tinction between the more advisory and deliber­
ative duties which they carried out as Directom,. 
and the actual day-by-day management. But in 
many instances the former partners became Directom 
of the new company and at the same time continued 
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their previQus participation in the management. 
Where the two functions were thus combined in 
a single individual it was often difficult for him to 
appreciate the distinction between them. The title 
"Managing Director" did something to clarify the 
situation. 

But it still frequently happens that a. Director 
who is also concerned in the mana.gement will assume 
in the la.tter ca.pa.city powers a.nd responsibilities 
which properly only belong to him in the former, 
and which should lapse when the Board is not 
sitting. This confuses his relations With his col­
leagues in the management, hampers the establish­
ment of clear-cut lines of authority and responsi­
bility, and introduces opinions as to policy into 
areas in which they have no pla.ce. On the other 
hand, the proper duties of Directors as Directors 
tend to be lost sight of. The broad questions of 
policy over long periods, which shonld occupy the 
Board, are crowded out by discussion as to details 
of management. The objective review of facts, 
which is essential to wise decisions, is obscured by 
those minor personal rivalries which inevitably 
ocour among any group of men engaged in the 
various pha.ses of a complex but integral operation. 

It is for these reasons that it is of particular 
importance to define the a.ctivities whioh properly 
belong to a Board of Directors and those whioh 
form part of the duty of a Manager and are oon­
cerned with the executive control of the enterprise. 
One definition which has been suggested reads: 
" Admini8tl"ation is the funotion of industry concerned. 
with the determination of the corporate policy, co­
ordination of production, finance and distribution, 
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the settlement of the compass of the organisa.­
tion and the ultimate control of the executive." 
Over against this are set the duties of management • 
.. Ma1Ulgement is the function of industry concerned 
with the carrying out of policy within the limits 

. set up by administration and the employment of 
the organisation for the particular objects set before 
it.'" 

In dealing with rationalisation the problems of 
adminstration are largely those which arise outside 
the compass of the concern itself. The employer 
who is anxious to conduct his business efficiently 
cannot limit his attention to the internal orga.nisa.­
tion of his own concern. Wide and complex as is 
the field of modern business management as described 
in the previous section, detailed acquaintance with 
its developments is but a part of the wider task 
of conducting business enterprises. 

Undertakings of all descriptions are not only 
entities concerned in the successful pursuit of their 
own ends, they are also units in far wider groupings. 
These groups again are themselves often only 
constituent elements in still la.rger organisations. 
These groups and organisations exist for many 
purposes. some specialised and some general.. In 
the relations between these groups and their reaction 
upon <each other are created currents of feeling and 
opinion which constitute one of the most important 
features of our economic civilisation. Their com­
plexity is constantly increasing. But the business 
man who wishes to steer his enterprise successfully 
cannot afford to ignore them. 

For instance, it is impossible under modern con-
10. 8heJdon; p~ 0/.Jl .... ' •• 3 .... ' 
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ditions for any single concern to ignore the move­
ments and tendencies which express themselves in 
various forms of trade organisation. Up to the end 
of the nineteenth century, the organisation of 
businessmen into associations representing particu­
lar trades, or into associations such as Chambers 
of Commerce representative of geographical areas, 
developed only slowly. Such forms of combination 
sprang spontaneously from the need to defend or 
to promote some special common interest, rather 
than from any wider conception of the possibilities 
of corporate action on a permanent basis. 

To-day the position has been substantially modi­
fied. The tendency of organisations of workers to 
abandon their earlier local or craft basis, and to 
become fused in large-scale national Trade Unions 
-many of them covering the whole of the workers 
in a given trade or industry-has had its counter­
part in similar national organisations of employers 
on a trade basis. Chambers of Commerce have been 
linked up into national and international associations. 
To-day there is hardly a single trade in the country, 
or a single locality, which does not possess its per­
manent machinery for organised co-operation. This 
machinery has again been linked up in various ways 
for certain general or special purposes. For instance, 
the majority of Trade Associations in the country 
are members of the Confederation of Employers' 
Organisations for all purposes of Trade Union 
negotiation, and of the Federation of British In­
dustries for other general commercial purposes. 

Another influence which has contributed largely 
to this pyramid of inter-locking associations is 
the establishment of Trade Boards and of Joint 
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Industrial Councils in a large number of trades. The 
fringe of more individualistic businesses, which did 
not prove susceptible to the general tendency 
towards voluntary co-operation, were subjected to 
definite propaganda, and to a series of motives 
impelling co-operative &etion. 

The power of these difierent types of groups varies 
within very wide limits. In a great many instances 
it is clear that the discipline which Employers' 
.Associations are able to exercise is weaker than that 
of the great Trade Unions, a fact which has led 
to frequent difficulties in the course of negotiations. 
But on the whole the tendency to regard such bodies 
88 limited in their action to negotiating with other 
bodies too large to be dealt with by a single concern 
is giving ground to a much wider and more con­
structive view of their functions and possibilities. 
The development of eo-operative research under the 
Department of Scientific and Industrial Research. 
and also by trades &eting independently, has heen 
largely organised and financed by the more advanced 
sections of the Trade Associations concerned. 
Marketing, export, and ma.ny other problems have 
heen handled in this way by one trade or another. 
It is clear that the administrator must to-day in­
clude in his purview the whole field of corporate 
action- within his own trade, and the relations 
involved between that trade and contributory in­
dustries, its competitors and its custOmers. 

Another subject, wider than the individual con­
cern, which the efficient administrator must keep 
before him, is the movement for the simplification 
of pl'OCell8e8, patterns, and products, and for the 
adoption of recognised standards in business. While 
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the movement in this direction in Great Britaih 
lags behind the rapid development which has taken 

'place in the United States under the stimulus of 
Mr. Hoover's secretaryship of the Department of 
Commerce, and in Germany under the leadership 
of the Reichskuratorium, it has a long history, and 
is of outstanding importance in many trades. More 
particularly in the engineering industries, the work 
of the British Engineering Standards Association 
has resulted in the establishment of accepted 
measurements and forms of contract for a very wide 
range of manufactured articles, and in a drastic 
reduction of the number of sizes and, patterns in a 
variety of important instances. Outside this devel­
opment, important standardisation work has been 
carried out by the paper-making industry in re­
sponse to a demand from the Federation of Master 
Printers. A Committee has recently been estab­
lished by the President of the Board of Trade to 
further the development of simplifying and stan­
dardising activities throughout Great Britain. 

The enormous wastes which result from an undue 
multiplication of patterns and types of goods under 
the pressure of competitive salesmanship is as yet 
imperfectly realised. But employers in many in­
dividual instances have made experiments within 
their own factories which have brought home to 
them the possibilities of cheapened production 
where complexity due to this cause can be 
elimina,ted. 

The effective action in this matter open to the 
employer acting in isolation has very strict limits. 
It is inevitable that within the next few years far 
more serious attempts will be made to realise Bome 
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of the possibilities inherent in this movement by 
forms of eorporate action. Such action, however, 
cannot hope for success if it is limited to those 
groupings of interests on which the majority of our 
present Trade Associations are based. Experience 
both in Great Britain and in the United States of 
America has demonstrated that standardisation 
and simplification can only be applied successfully 
where all the interests involved in a particular trade 
agree to a eommon policy. That is to say it is 
essential that not only mannfacturers, but the 
wholesalers, retailers, and consumers, must be 
associated in any serious effort to realise the eeono­
mies possible in this direction. The wider issues of 
trade policy which the probability of such forms 
of co-opera.tion suggest must necesaa.rily be the 
subject of eonsidera.tion by the business adminis­
trator. 

Important. however. as are the movements 
towards eomplete and more eoustructive trade 
association, and for standardisation and simplifi­
cation, it is probable that they do not represent 
the full limits of the action which will be necessary 
if British industry is to be successful in maintaining 
the standard of living of its people. It has a1rea.dy 
been noted that the World Economic Conference 
took into aceonnt the genera.1 process of re-organi­
sation and unification which has been applied in 
Germany since the stabilisation of the mark. This 
movement, for which the minds of German em­
ployers had been to some 1a.rge degree prepared 
by Cartel action before the war. has involved a 
degree of eoncentration of power and of large­
seale planning for whole industries not at present 
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attempted in Great Britain except in the case of the 
chemical industry. 

The German experiment is as yet insufficiently 
developed for its full possibilities and implications 
to be assessed. But the technical advantages of 
this type of ·1arge-sca.le orga.nisa.tion, more particu­
larly in the heavy industries, cannot be questioned. 
Astonishing economies in the utilisation of the basic 
sources of power and in their application to indus­
trial purposes have already been registered. In 
Great Britain the tendency towards marketing 
associations and other forms of combination in the 
coal industry, and the present plight of iron and 
steel and of textiles, suggest the probability that 
similar intensive experiments in the integration 
of business activities are inevitable in the near 
future. 

It may be repeated that such experiments do not 
necessarily involve trusts or combines in the older 
sense of those terms. While the Rationalisation 
developments in the chemical industry have taken 
that form, German experience exhibits other types 
of combination. More particularly methods have 
been worked out for uniting central or local Govern­
ment with commercial interests in the combined 
control of certain forms of undertakings. Here 
again the experiments are too new for final con­
clusions to be drawn from them. But the study 
of the movements and principles involved is un­
doubtedly an essential responsibility which must 
be assumed by the business administrator. 

Apart from the tendencies already touched 
upon which operate within national boundaries, 
there is a rapid development of both imperial and 
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international action in the Management :field. 
For instance, the Imperial Conference of 1927 
pared strong resolutions in favour of measures 
of standa.rdisation which should establish com­
mon Pl'lWtices tbronghout the British comity of 
nations. 

On the side of Distribution, the establishment 
of the Empire Marketing Board has resnIred in 
drawing an increased public attention to the possi­
bilities of inter-imperial trade. More especially it 
has accomplished valuable educational work in 
calling the attention of manufacturers. both in 
Great Britain and in the rest of the Empire. to the 
special requirements of the various markets involved 
and the methods of packing and presentation best 
calculated to satisfy them. 

Turning to the international field. reference has 
a.lready been made to the movement for the inter­
national study of Scientific Management represented 
by the International lla.nagement Institute (see 
page 76). Apart from these forms of international 
co-operation, international agreements in specmo 
industries and between groups of bankeIS and 
financiers have increased rapidly in number in the 
course of the last few years. Such a..,oreements deal 
with de-limitation of markets, combined action for 
the exploitation of technica.l processes, nnifi.ed 
research. and similar matters. 

Here again are movements and sonroes of inform­
ation which the indnstria.l administrator who wishes 
to maintain his business at the highest pitch of 
efficiency cannot a.fIord to neglect. 

It may be doubted whether at present British 
employeIS have envisaged the effort which is 
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required of them on the administrative side if the 
problems raised by these complex groupings are 
to be handled with an energy and skill commensurate 
with their importance. As was pointed out at the 
beginning of the chapter, the personal habits 
created by older forms of business organisation have 
tended to survive into the era of the limited lia­
bility company, and to slur the clear-cut division 
of duties and responsibilities which is essential to 
successful operation. It is very usual in Great 
Britain to find people who insist on talking about 
"the human touch" and "personal difficulties." 
Definite and systematic organisation is met with a 
species of resentment. There is an almost historic 
fear of regimentation. This apprehension even 
goes so far as to assert itself as a virtue under the 
guise of "sturdy British individualism." But the 
personal difficulties which are so frequently pleaded 
as an obstacle to business reorganisation usually 
resolve themselves into habitual attitudes evolved 
to protect some vested interest against the wider 
interests of the concern viewed as a whole. "The 
personal touch" upon which many employers pride 
themselves, is frequently merely a hearty habit of 
inquiring too intimately about subordinates' 
private afiairs, or a trick of expressing personal 
inclinations in their official decisions. Indeed, it 
may even be suggested that in many concerns 
"the personal touch" is the direct origin of a 
great deal of personal touchiness. 

Much the same is true with regard to the larger 
organisations in which business concerns unite 
themselves. Far too little attention is paid by 
employers both to the organisation and staffing of 
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their associatioDJ! and federatioDJ!. Such associ&­
tiODJ! and federatioDJ! have usually been formed 
for an object. But the objeet is often the last 
matter to be considered in their discussioDJ!. The 
art of merely keeping the association together 
against the dead weight of indifference frequently 
occupies all the time and attention, both of the 
officials and of the employers who interest them­
j!elves in the matter. Again. the actual functious 
of such associations and their relations to each 
other are seldom worked out systematically. Such 
questions are left to chance or to be smoothed out 
by the slow action of friction. 

Probably the greatest source of difficulty of all 
in this field, however, is the overwhelming sus­
picion of the business man of any form of State 
action. This, of course, is partly a reaction to the 
claims of the early State socialists. But it is a 
reaction to bureaucratic rigidity which has gone 
beyond all reasonable bounds, and inhibits the 
majority of business men from exercising any 
reasonable, intellectual judgment in matters where 
the action of a Government department is con­
cerned. Much as a Jack-in-ths-Box reacts when 
you press the spring, so employers of this school 
of thought react to any suggestion that any action 
by the State can possibly be beneficial to industry. 
Similarly, they are inclined to neglect or ignore 
such contributions to knowledge and such assist­
ance in their daily tasks as the State is at present 
in a position to render effectively. 

This fixed attitude has two results. In the first 
place there is a very wide dispersal, between different 
departments of the central Government, of functions 
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and activities bearing upon industry. The arrange­
ments for keeping the individual employer informed 
as to the assistance which the State can give him 
are not very effective. It is ridiculous, for in­
stance. to expect that a man with. say, 500 employees 
can take in and master each week a Board of Trade 
Journal and Ministry of Labour Gazette. On the 
other hand, both these publications contain inform­
ation which could be of considerable service to him. 
But until business men are willing to approach the 
activities of the central Government in a. spirit 
which. while critical, is also constructive and not 
destructive, little improvement in such matters is 
to be anticipated. Without this improvement, on 
the other hand, the rational utilisation of the 
country's existing resources of knowledge is im­
possible. 

More important. however, is the fact that the 
employer's prejudice against State action prevents 
him from considering objectively schemes for wider 
co-ordination of national effort. .The general ten­
dency of employers' organisations as such is to 
take the line "see what John is doing and tell him 
not to." Any initiative taken by an energetic 
and active minister, whatever his political com­
plexion, is subjected to a. type of obstructive criticiSm 
which is merely concerned with giving expression 
to this underlying prejudice, and not with collabo­
rating in any constructive solution of the par­
ticular diffioulty in question. 

It is probably useless to anticipate any united 
national effort towards a more rationalised conduct 
of British industry as long as this prejudioe persists. 
As has already been discovered, both by the United 
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States and by Germany, many of the resources 
necessary to such an effort are only available to the 
large departments of State. The necessary know­
ledge and statistical material cannot be mobilised 
by any smaller authority. And in the commercial 
world any other such authority is bound to have 
its disinterestedness called in question. 

It remains to be seen whether within the course of 
the next few years Great Britain's political or 
business life will throw up a statesman capable of 
inspiring the employers of _the country sufficiently 
to overcome this prejudice. Failing this the 
development of rationalisation is bound to be slow. 
The new technical conditions which industry is 
facing, call for new forms of collaboration. Effi­
ciency, more scientific management in the indivi­
dual works are much. But they are not enough. 
Either from politics or from business must be found 
a man, or a group of men, capable of evolving and 
initiating a new approach to the whole complex 
of the economic life of the country. That, and 
nothing less, is the larger problem facing Great 
Britain in the field of a.dministra.tion. 



CHAPTER IX 

THE PRESENT POSITION IN GREAT BRITAIN 

I T is clear from what has been said already that 
the whole position at the present moment with 

regard to rationalisation in Great Britain is a con­
fused one. There is little understanding of the 
term, and the processes by which employers are 
seeking to apply the conception to their immediate 
problems are partial and experimental. -There exist 
a very large number of agencies of extremely unequal 
value which are designed to assist the individual 
employer in keeping touch with the increasingly 
rapid development of specialised knowledge bearing 
upon his task. But the task facing the individual, 
especially in the smaller business, is almost over­
whelming. To survey a tithe of the printed material 
which is poured out in lectures, conferences and 
technical periodicals is in itself a task calling for a 
considerable organisation. The fact that certain of 
the organisations which compete for the employers' 
attention are themselves doing work of little value 
or are distinguished rather by moral enthusiasm 
than by effective methods, irritates the practical 
business man who seeks to make use of them. A 
few adverse experiments tend to confirm him in the 
impression that nothing of real value to his business 
is to be gained from such outside agencies, or indeed 
from theoretical and scientifio study of any kind. 

127 
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On the other hand. the :fact that the :resea.reh 
work and study bearing directly on Management 
and Administration is at present little developed 
compared with the work done in the physica.l 
sciences complicates the situation. Many businesses 
which wish to make 1IS8 of all the information and 
assistance which can be of practical service to them, 
are inadequately organised to maintain contact with 
the sources likely to prove of value. 

Above aU there is lacking a comprehension of the 
necessity for co-ordinating national effort if full 
effect is to be given to the possibilities of this new 
economic conception. Politicians of all parties be­
wail our unemployment figures. The leaders of 
industry offer no solution of the unemployment 
problem, but are quite sure that any action taken 
by the State which touches upon business activities 
must necessarily be ineffective. Nor is the dilemma 
which is presented by these attitudes faced frankly. 
It is recorded that at one stage of the Melchett­
Turner conversations a leading employer said to & 

Jeading trade unionist: .. Are your men reaIIy 
prepared to work!" The reply came very promptly: 
.. Are you reaIIy prepared to find them work!" 
Dialectics are no solution. But it seems clear that 
if any substantial recovery in English business 
conditions is to be hoped for, it must come from one 
of two directions. Either the leaders of the two 
main organised forces engaged in industry itself 
must combine to lead public opinion towards the 
new forms of organisation and of effort called for 
by the present situation. Or, aItematively, the 
leaders of industry must put their prejudices in their 
pocketB and allow political leaders, if such can be 
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found, to assume the responsibility which they have 
abrogated.. 

It ill not, of course, possible in any old-esta.bliahed 
country, with its own special traditions and national 
characteristics, to imitate slavishly systems and 
methods evolved under dissimilar political and 
economio conditions. But there ill one special 
feature characteristic both of the American and of 
the . German attempts to improve the national 
standard of economic activity which deserves more 
than a passing attention from Great Britain. The 
novel character of the technique introduced by 
Mr. Hoover in hill standardisation and simplification' 
work at the Department of Commerce hasa1ready 
been emphasised.1 The initiative in Germany has 
been expressed in rather a different structure. The 
National Board for Efficiency (Reichskuratorium fUr 
Wirtschaftlichkeit) ill not a Department of the State. 
It ill an independent institution with a board repre­
sentative of the largest business interests in Germany, 
and also of the best technical knowledge represented 
by the various existing scientifio and professional 
associations. It ill entrusted with the administra.­
tion of a large proportion of the funds available 

. for business research of all descriptions, including 
a substantial contribution from the national Govern­
ment. It does not itself undertake any research 
work. But it co-ordinates the work which ill done, 
through its power to refuse funds to such under­
takings as engage in overlapping activities, or are 
not producing results of real value to the national 
industry. In addition, it undertakes the publica­
tion of important findings and propaganda in favour 

I See Chapter In. 

• 
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of rationalisation. Finally, it surveys the whole 
field of national requirements in matters of technical 
advice and research, and promotes the crea.tion of 
the machinery to fill in gaps which it discovers. 

One of the underlying principles on which it 
proceeds should make a special appeal to employers 
in Great Britain. Broadly speaking, the German 
term for it may be trsnslated "team work" 
(Gemeinschaftarbeit). In e:llect this conception is 
a variation of Mr. Hoover's practice of securing 
that the actual work of his Standardisation and 
Simplification Committees is done by the nominees 
of the various trade associations concerned. Simi­
larly, when in Germany a decision is taken to extend 
the work of the Reichskuratorium in any particular 
field, the usual practice is to set up & commission 
composed of leading business men who have made a 
special study of that subject. Thus, at the moment 
of writing. over 6,000 important industrialists are 
giving their time voluntarily to the work of the 
various commissions of the Reichskuratorium and 
its affiliated bodies. They do this because they be­
lieve that it is part of their duty as citizens to assist 
in the reconstruction of the national economy on 
the broadest possible lines, and to help their 
fellow manufacturers to an understanding of 
the most modern practices in technique and in 
organisation. 

Similarly, in the U.S.A., Mr. Hoover has suc­
ceeded in enlisting the voluntary service of large 
numbers of her highly trained business executives. 

In both countries this situation is in the direct 
lipe of succession from practices developed during 
the war period. .As in Great Britain, in these 
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countries also, the leaders of industry gave gladly 
and freely of their time and services to the national 
cause. In the United States they were known as 
the "dollar-a-day men." But, whereas in Great 
Britain the magnificent services and experience 
represented by her various wartime departments 
of supply gave place after the Armistice to an almost 
indecent haste in returning to an isolated and aggres­
sive individualism, both Germany and America ap­
pear to have retained, in dealing with their post­
war difficulties, something both of the practical 
lessons and of the spirit of co-operation of the years 
1916-1918. 

This is not to say that there was no reaction 
in these countries, or that the solidarity of a fighting 
nation was wholly retained. But in both cases 
there remained some appreciation of the advantages 
of large-scale industrial organisation and a residue 
of the practice in integrating industrial and govern­
mental activities that had been obtained. And it 
must be confessed that they added to these advan­
tages a conception of national welfare conceived 
in economio terms which still appears to be lacking 
in Great Britain. There is no question that a large 
number of the German business men who are serving 
on the commissions of the Reichskuratorium and its 
allied bodies, are doing so in the belief that ration­
alisation offers a definite and practical way of 
escaping from their economic difficulties, and that 
it is their duty as citizens, quite apart from their 
interests as individual traders, to devote their time 
and their energies to this cause. In· the United 
States the idea of .. Prosperity" has something of 
the same altruistio appeaL 
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To this Germany adds another advantage. As 
has been pointed out by the writer already quoted,l 
the practice gained by German industrialists in 

I Cartel organisation prior to the war has undoubtedly 
proved of enormous value in facilitating the readjust­
ments called for by a rationalised consideration of 
her national industry. The control of large-scale 
business combinations. involving a whole series of 
interlocking and previously independent units, is a 
task which calls not only for the highest administra­
tive skill, but even more for special experience in 
uniting conflicting interests in pursuit of a common 
policy. Great progress has been made in Great 
Britain in the course of the last few years in the 
partial unification of many of her industries. The 
various experiments in coal marketing and the 
recently formed cotton corporation, may be cited 
88 examples of this tendency. Of a slightly earlier 
date are the unification of the chemical industry 
and the amalgamation of the railways. But the 
mere unification of financial control, or the conclusion 
of joint arrangements for working in a particular 
field do not of themselves necessarily increase 
efficiency, unless those who become responsible for 
the control of the la.rger units thus formed escape 
entirely from the habits of mind associated with 
the direct management of smaller enterprises. 

While students of scientifio management have 
come to conclusions which are sufficiently well­
established 88 to the principles of organisation which 
should govern the single company or factory, the 
problems involved in these larger combinations 
have not at present been submitted to scientific 

I. Walter JII.tiD: f'M N .. 1" .. , .... BJ :.JiM 
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study. Where those who succeed to the control 
of these new combinations have not even studied 
the scientific principles involved in the management 
of the small unit, they are apt to indulge in a long 
series of expensive and futile experiments, before they 
discover the solution of the special problems of control 
which are raised by the mere fact of amalgamation. 

For instance, immediately ten or twenty companies 
are combined under a single control, there are obvious 
pcesibilities of economy in concentrating the pro­
duction of certain articles in the most efficient 
works, in elimiua,ting transport costs, and in creating 
comparative records of efficiency. But when such 
obvious economies have been realised there remains 
a network of questions, upon which depend in the 
long run the efficient conduct of the combination 
considered as a unity. There are obvious economies 
in centralising the buying of such a combination: 
but, in practice, the degree of control which is to 
be assumed by the buyer at headquarters, and 
the amount of initiative which is to be left to the 
individual units, require the most detailed analysis. 
What is true of buying is true of selling, advertising, 
technical research, and, indeed, of all functions 
of management. There is a constant risk that 
large-scale organisation will become de-personalised ' 
to those who work in it. Then, however enlightened 
the policies of the leaders, these policies will not be 
reflected in the attitudes and actions of their sub­
ordinate officers. Too rigid a centralisation will 
result in the development of a bureaucratic spirit, 
and the display in a more exaggerated form of the 
worst vices associated with Govermnent depart­
ments. It is not sufficiently realised among business 
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men how frequently such proverbial failings as 
departmentalism and a. tendency to .. red tape" are 
&" result of size rather than of the particular form 
of owneI'Bhip under which an organisation operates. 

For a.ll these reasons it is particularly neceBB&rY 
that the full scope of the meaning of rationaliBation 
should be widely appreciated. The mere financial 
combination of busineBBeB, or the wider application 
of scientifio methods of management to existing 
units of control, can neither of them by themselves 
contribute effectively towards equipping Great 
Britain with that reorganised national economy 
which is eBBential if she is to retain her place among 
the industrialised nations. H she is to safeguard even 
the present standard of life of her people, and equip 
herself to meet the inevitably increasing oompeti­
tion, not only of the United States and of Germany. 
but of France, Italy, Japan, and the other nations 
who are entering the field of industriaJised production, 
she must achieve a co-ordinated national effort. 
She must be prepared not only to combine her 
individualised industries from the financial stand­
point, to eliminate inefficient producers, and to 
achieve a finer balance between demand and supply. 
In the management of individual and of combined 
undert.akings, she must not only be prepared to 
use the most scientific and most modem methods 
so as to reduce her costs of production, while main­
taining and inCre&Bing the earnings of her workers. 
She must, in addition, be ready, as she was prepared 
throughont the latter years of the war, to sa.crifice 
all individnal and peI'80nal interests and prejudioes 
to the mobiliBation of every aspect of her national 
resourOeB which can aid her in this task. 



CHAPTER X 

SOMB SUGGESTIONS FOR AOTION 

I F the conception of ra.tionalisation and the 
general conclusions as to the position of Great 

Britain which have been expressed in previons 
chapters are accepted, it is clear that any positive 
and constructive action dems,nds certain essential 
changes in our national organisation. 

In the first place, the most direct result of the 
application of scientific standards of thought to our 
economic problems is to lay considerable emphasis 
on their essential unity. It is impossible to regard 
the industrial, commercial and financial activities 
of any country, of any industry or of any individual 
undertaking in isolation. Whether considered by 
trades under such headings as coal, textiles, en­
gineering, and SQ on, or by functions under such 
headings as technical research, salesmanship, 
labour, etc.. the various types of action which 
contribute to the national economy are essentially 
interlocking portions of one single mecha,Dism. It 
is a highly complex mechanism. For reasons of 
convenience in examination and in organisation, it 
must be broken down into groups of activities, of 
duties, and of responsibilities. But this analysis 
for purposes of convenience is in itself funda.­
mentally artificial. And in practical life it tends to 
ihe creation of barriers and vested interests which 

135 



136 THE MEANING OF RATIONALISATION 

coll8ta.utly obscure the wider view which is neces­
sary if the health of the body economic is to he 
studied 88 a whole. 

It is not to be expected, however, that business 
men 88 individuals will esca.pe from the tendency to 
narrow views, which is the inevita.ble outcome of a 
strenuous and competitive life, so long 88 the Sta.te 
itself perpetuates the illusion of wa.tertight com­
partments by its own forms of orga.nisa.tion. The 
conception and methods of rationalisation which 
have been sketched, are applicable not only to 
economic activities, but to every form of organised 
action in which men participate. And a rational 
review of the activities assumed by the British 
Civil Service. as the result of legislation bearing on 
various aspects of economic life, would certa.inly 
not suggest the distribution of duties' and respon­
sibilities between va.rious depa.rtments of Govern­
ment, which at present cha.racterises the structure of 
our Sta.te administra.tion. 

The only Minister who can in any wa.y he des­
cribed at present 88 responsible to the Cabinet for 
measures a.fiecting the genera.l efficiency of British 
industry and commerce is the President of the 
Board of Trade. But if this Cabinet Minister 
should a.ttempt to ta.ke anything like a synoptio 
view of the situation as a whole. he would find 
himself sadly handicapped. The question of the 
rela.tionships between capital and la.bour. and the 
whole complex of influences which they ca.n bring 
to bear upon efficiency. rests with his colleague at 
the Ministry of La.bour. Should he wish to improve 
the sta.ndard of industria.l a.dmini.stra.tion or of 
salesmanship by better dispositions for the training 
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of future general managers and salesmen, he could 
only take action through the medium of the Min­
ister for Education. He cannot test the effectiveness 
of any factory legislation introduced, except through 
the work of a division of the Home Office. Should 
he wish to consider the physica.l condition of those 
engaged in economic enterprises, and its bearing 
on production, he must turn to the Ministry of 
Health. H it is materials and progress in technica.l 
research that he wishes to take into his purview, he 
must rely on a department reporting direct to the 
Privy Conncll. Finally, in all that vital sphere 
which is concerned with the inter-relations between 
finance and industry, his work must be referred to 
the Chancellor of the Exchequer, a Minister whose 
department is primarily concerned with securing 
economy, and whose acconnts are drawn in a form 
which places the whole emphasis upon annual savings 
rather than upon the far-sighted exploitation of capital 
resources. 

In short, British Government arrangements in 
relation to industry are like a factory with sales 
manager, production manager, labour manager, 
chief technical engineer, finance manager, and 
education officer, all working quite separately and 
happily at their own special tasks, without any 
executive co-ordination whatever by a genera.! 
manager. There are, indeed, many factories in 
Great Britain attempting to work along these 
extraordinary lines, usually because the managing 
director is so incapable of delegating authority. 
and BO busy with other preoccupations, that he 
imagines that the necessary co-ordination of the 
efforts of his various Bubordinates can be achieved 
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8.t 8. weekly board meeting. But this sort of loose 
thinking about organisation is, as far as industry 
is concerned, rapidly giving ground to more precise 
conceptions. It is realised that if administration­
which is the determination of policy-and manage­
ment-the execution of policy-are distinct activi­
ties, there must be definite machinery for securing 
proper co-ordination of work at both levels. The 
businesses which lack a full-time managing director 
or general manager in charge of the executive side 
of their work, gro.w steadily fewer. In the United 
States they are regarded as an anachronism. 

It may be urged that in the sphere of Government 
the issues involved are so widespread, and the task of 
co-ordination so complex, that it caunot safely be 
entrusted to any individual. Or, alternatively. it 
may be argued that the Cabinet fulfils the necessary 
function of co-ordinating the work of the various 
Ministries and that the real responsibility falls upon 
the Prime Minister. These two contentions are in 
reality mutually destructive. H the work is too 
complex to be entrusted to a single individual 
Minister. it is ten thousand times too complex to be 
entrusted to the Prime Minister. who is also finally 
responsible .for almost every otJier aspect of the 
national Government. What happens in practice 
is that no effective co-ordination takes place at 
a.ll. 

This situation is inevitably bound to react on 
the minds of business men and of civil servants in 
their approach to all industrial questions. Evidence 
of it is to be found in countless directions. The 
Minister of Education decides to set up a committee 
on the tra,ining of salesmen. But you cannot train 
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men merely to be salesmen. Some salesmen do, or 
should, grow into sales managers, and a form of 
education which is suitable for selling is unlikely 
to be suitable for general management. In the 
meanwhile, the Empire Marketing Board pUl'BUe 
their own lines of activity on much the same 
subject. 

An important Oommittee has recently been 
sitting under the chairmanship of Sir Arthur 
Balfour. It has. collected an enormous amount of 
valuable material covering almost every function in 
six of our basic industries. But throughout its 
reports the same tendency to departmentalism per­
sists. It has considered overseas markets, in­
dustrial relations, industrial structure,. trajnjng and 
recruitment, standardisation, scientific research, 
industrial art, statistics of production, costs of pro­
duction and distribution, over-capitalisation, trans­
port facilities, industrial mobility, industrial 
fluctuations, and other subjects. Its volumes are 
a mine of statistics and information bearing on 
almost every possible aspect of industrial activity 
except one. And the aspect which is omitted is· 
management, the function of the employer, the 
cement which should bind the whole structure 
together and the initiative which should drive it 
forward. The same is true of a large part of the 
thought and discussion which is devoted by indus­
tria.lists themselves to questions of economic recon­
struction. 

It will remain impossible adequately to inspire 
the nation with the conception of rationa.lisation 
and to apply that conception eflectJ.vely as the 
foundation of a greater economic prosperity, until, 
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as a prelimina;ry, our statesmen are prepared to 
re-shape the national administration in accord with 
modern ideas of organisation. It is true t1ui.t much 
of the virtue of British political life lies in the un­
written cha.racter of our constitution and in the 
elasticity for adjustment, which issues from the 
fact that our institutions have been a matter of 
growth rather than of design. But characteristics 
which are a great virtue in relation to constitutional 
and legislative issues, may be a great handicap 
in the fields of a.dministration and execution. An 
organisation which has "broadened slowly out 
from precedent to precedent" is apt to be both 
top-heavy and redundant. 

Proposals in this direction have been considered 
by most of the political parties. But the,weight of 
tradition, of established authorities, and of normal 
conservatism, will tell heavily against effective 
action. What is required is a close and careful 
review of the existing functions of Government 
with express reference to the possibility of forging 
an administrative weapon capable of aiding the 
industry of the country in a movement towards 
rationaJis&tion. Such a review must necessarily 
include an objective examination of American and 
German experienoe. 

Undoubtedly, a fund&ment&l requirement is the 
creation of machinery for thought and study applied 
to the national economy as a whole, and separated 
from the responsibilities of day-by-day wminis­
tration, similat" in conception to the Committee of 
Imperial Defenoe in relation to militwy matters. 
Such 8. body need not necessarily be given any 
legislative or executive authority. But it mnst be 
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provided with an adequate staff of highly trained 
experts and investigators covering every function 
of industry. It is possible that such a body might 
be developed out of the advisory functions of the 
present Department of Scientific and Industrial 
Research, provided they were very widely extended 
to include almost all the recognised functions of 
industry. 

One of the first duties of any centralised body 
which was set up, would be to canalise the contacts 
between the State and the individual employer, and 
to ensure that the services and information at the 
disposal of the great central Departments were 
presented with a far closer reference to his actual 
needs and requirements. A wide gap exists between 
the information and knowledge already available 
and the capacity of the industrial and commercial 
manager to make use of them, particularly when he 
is operating on a small scale. The duty of bridging 
this gap rests squarely upon the State departments 
and not upon the individuaL In this manner 
business men have fair ground for criticism against 
many of the departments. They produce a mass 
of statistics, of the results of expert investigations. 
of information about other countries and markets, 
all of which might be of great use in practice. But 
they are unattractively presented, arranged with 
a view to technical precision rather than immediate 
utility, and are therefore far less used than they 
should be. The business prejudice against Govern­
ment action, already examined, is partly respon­
sible for this situation. But the onus of justifying 
the product to the customer rests upon the manu­
facturer. In short, the services of the State to 
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industry a.re vilely marketed, in the precise 5e1l86 in 
which that word baa been tll!ed in this book. 

This is not generally true of all State activities. In 
dealing with motorists, for instance, the Ordnance 
Survey baa produced a series of l-inch road maps 
which are unpa.raJleled in any other country in the 
world. Much of the work of explaining admini .... 
trative devices to the general public is carefully 
thought out and extremely effective. It is in 
dea.1in g with the employer that the Civil servant 
seems to lose touch with the realities of the situa.­
tion. 

A third direction in which action by the centra.} 
Government seems to be essential to any national 
rationalisation programme, is in the matter of 
standa.rdise.tion and simplification. 

The British Engineering Standards .Associa.tion 
is the oldest and one of the most effective bodies of 
its kind in the world. But there are certain ten­
dencies and traditions ca.tll!ed by the special circum­
stances of its growth which greatly handicap it 
in taking the initiative vis-&-vis British industry 
&8 a whole which is necesse.ry in this question. It 
baa established the principle that it will only take 
action in relation to any trade when formally 
requested to do 80 by the proper Trade .Associa.tion. 
It baa hitherto set its face against any publicity. It 
W&8 founded, and is still largely controlled, by the 
major- engineering industries, and baa a natural 
bias in the direction of engineering a.ud affilia.ted 
problems. 

It is possible that the Committee on Sta.nda.rdi­
II&tion, which has recently been established by the 
President of the Board of Trade, may suceeed in 
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overcoming these difficulties. But the situation 
in Great Britain presents a striking contrast to the 
American picture. There the Department of Com­
merce has definitely taken a bold line, impressing 
upon manufacturers by propaganda. in the Press, 
by ca.lling conferences, by making investigations 
and by publishing their results. the advantages 
of a national policy of simplification and sta.ndardi­
sation. It is only rarely that in any given trade 
association there is a nucleus of employers with 
sufficient enthusiasm and disinterestedness to 
undertake the work of persuading their fellow­
manufacturers to embark on a detailed programme 
of action in these matters. The British Engineering 
Standards Association waits on the trade organisa­
tions; the trade organiaations wait for Ii. lead. And 
the initiative of the State has not hitherto been 
distinguished by energy and originality. 

Undoubtedly, a further pre-requisite to any 
national scheme of rationalisation is a bold en- 1 

deavour to co-ordinate the work of the innumerable 
voluntary associations of a technical, professional or 
social character, which deal with the many specialised 
functions of industry. What is true of the dispersed 
action of the various Government departments and 
its effect upon a manufacturer is equally true of 
the multiplication of these agencies of a voluntary 
character. No business man properly occupied with 
his own affairs has time or energy to devote to even 
a small percentage of the activities of these agencies. 
And only the largest organiaations can afford 
specialists competent to keep in touch with them, 
and to interpret their findings for the benefit of a 
particular concern. What happens in practice is 
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that the busy employer "takes up" one or two 
special institutions and devotes something of his 
time and energy to them. The usual effect on his 
business is that the particular aspect of industrial 
organisation with which these institutions are con­
cerned has an importance which is out of propor­
tion to the whole. Psychology, or costing,. or 
market research, or welfare, or chemical research, 
as the case may be, becomes the hobby of the chief 
executive, and ceases to be merely one factor in a. 
balanced scheme. 

To the product of the remaining 95 per cent. of 
institutions he remains indiflerent, though, from 
time to time, there may be a change in the parti­
cular object of his personal enthusiasm. 

As a. consequence, all these organisations com­
pete with each other for the support of the most 
enlightened employers. Many of them are ina.d~ 
quately financed. Some . of them should, un­
doubtedly, be combined with others. There is 
much overlapping and waste. Almost invariably 
their information and services are, as is the case 
with Government departments, badly marketed, 
and far less effective than they should be. 

It is possible that a comprehensive organisation, 
co-ordinating all these institutions on the German 
model, is not applicable to :British conditions. :But 
it is clear that the present situation is wasteful of 
both resources and opportunities. Some method of 
co-ordinating the activity of the large number of 
organisations a.lrea.dy in existence, of directing the 
attention of employers to work likely to prove of 
real value to them, of protecting genuine workers 
in this ficld from the competition of charlatans and 
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unpractical enthusiasts, is an urgent requirement of 
national economio policy. In this direction, also, 
the national Government might possibly give a 
useful lead. But on the whole, in view of British 
national tendenoies and traditions, it seems probable 
that the more effective machinery could be designed 
by industry itself. The Committee mentioned in 
the Preface to this book represents a first attempt 
to obtain co-operation and co-ordinated action 
between a large number of different organisations 
bearing in greater or less degree upon the problem 
of industrial management. It is suggested that 
employers themselves, in the interests alike of the 
organisations concerned and of business as a whole, 
should insist that this work be carried through, 
and that the present dispersal of effort should be 
abolished. . 

If a hundred leading employers would agree 
together to refuse to contribute to any institution 
which did not lend itself to a scheme of co-ordinated 
effort, it would probably be all that was necessary 
to secure that the whole of this work was done in 
a far more rational and less wasteful manner. 

For the study of the actual problems of manage­
ment and administration themselves there is at 
present little effective machinery in existence. The 
Management Research Group Movement, described 
in an earlier chapter. has made considerable pro­
gress. But it is young, limited in resources, and has 
constantly to battle against the idea that frank 
discussion of managerial and administrative methods 
involves the disclosure of valuable business secrets. 
In this field Great Britain is considerably behind the 
majority of European countries, and even more 

II: 



146 THE MEANING OF RATIONAJJSATION 

behind the United States of America. Few of her 
leading industrialists appear to interest themselves 
seriollBly in the matter. Many of those who do, adopt 
the somewhat curious attitude thafi it is bad policy 
to allow their executives to write and speak about 
the professional problems which interest them. Great 
Britain's participation in international action in this 
:field, and in the various congresses which have 
been held in Europe on the subject of Scientifio 
Management, has been deplorably feeble. It must 
be recognised that, if this attitude continues, it is 
probable, not only that her standard of managerial 
efficiency will cease to compare favourably with 
that in other countries, but that her business leaders 
will lack the necessary knowledge of modem manage­
ment technique, of its terms and of its attitude 
of mind, to enable them to participate ellec­
tively in discussions bearing on these points with 
the industrialists of other countries. Since the 
wider aspects and development of rationalisa.­
tion undoubtedly point to a great extension 
of international agreements relating not only to 
markets but to the closer collaboration of whole 
industries on an international scale, it is probable 
tha.t the future effect of this conservatism may be 
extremely deplorable. 

Closely associated with this question is, of course, 
'that of education for business management. The 
provision of educational facilities bearing directly 
on the task of business management is undoubtedly 
inadequate so far as Great Britain is concerned. 
In the year 1926 there were in the United States 
over 80,000 students receiving instruction of Uni­
versity standard in business administration. In 
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Germany there were 16,000. In Great Britain 
there were less than 1,000. 

In many of the modern Universities there are 
degrees in Commerce. But the ~sylla.buses leading 
to such degrees and the instruction provided sWier 
from two weaknesses. Direct con~ with business 
and with the material provided by actual business 
operations is frequently lacking. For this reason 
the contents of the courses tend to be predominantly 
academic and technical. The subjects selected for 
examination do indeed bear on the general problem 
of Management, but only in the sense that the 
technical needs of engineering may be said to bear 
upon the subject of Management. The teaching 
of accountancy, of commercial geograppy. of com­
pany law, of Trade Union history, of industrial 
psychology, and similar subjects in isolation, does 
not prepare the pupil's mind for the responsibilities 
of Management. What is needed is more attention 
to the co-ordination of these courses and greater 
emphasis on the general problems of administration. 
In practical life the Manager is not presented with 
separate problems in accountancy, engineering, 
psychology, and the like. He is presented with 
definite situations which call for the integrated 
application of some knowledge of all these techniques. 

The use of more and better machinery for instruc­
tion of those who are likely to have to assume the 
responsibilities of industrial control is one of the 
steps necessary if employers are to understaud and 
to use the conceptions of Rationalisation. 



CHAPTER XI 

CONCLUSION 

T HE conception of Rationalisa.tion which has been 
urged throughout this book is that II11IIlIIl8rise 

in F. W. Taylor's phrase: "a mental revolution." 
That phrase he applied expressly to Scientific 
Management. "Scientific Management," &8 the term 
has been used in Europe, is a vital part of the general 
movement of thought and the development of new 
methods. which we have come to call Rationalisa.tion. 
But it is applied rather to the control of the in­
dividual works or company. Rationalisa.tion looks 
at the wide:t problems of industry &8 a whole, in­
cluding the more detailed field of scientific manage­
ment. But each conception is essential to the other, 
and no industry can be said to be rationalised unleM 
its detailed ma,Dagement has been subjected to the 
closest scientific analysis and the application of the 
most modem practices. 

It is not probable that this new conception will 
be wholly accepted either by employers or by 
employed without a long struggle. F. W. Taylor 
frequently emphasised the added responsibility which 
the employer must assume, if he accepted his prin· 
ciples. No one likes added responsibility: it is much 
easier to continue in the old ways. The immediate 
insecurity, which is the deepest apprehension of 
the individual worker under modem industrial COll-.... 
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ditions, is increased during any process of change 
and re-organisation. Considerations of immediate 
self·interest force him, therefore, to view such 
periods of change with suspicion and dislike. It is 
hard to convince a man who is paid by the hour 
or the week. and whose whole outlook on life is 
necessarily coloured by this short-period assurance 
of income, to embrace gladly a policy which is 
designed to work out over those longer periods which 
are the real measure of permanent economic change. 

On the other hand, the leaders of labour have 
undoubtedly shown a broadmindedness and states-, 
manship in relation to rationa.lisation, which is a 
very happy augury for the future. They have, 
indeed, been far more willing to view the new con­
ception objectively and carefully, if not with favour, 
than the majority of employers. Indeed, there is 
much in the policy of rationalisation which accords ' 
closely with the wider ideals of the organised labour 
movement. 

But whatever the immediate interests of groups 
and parties in the industrial world, no serious 
citizen can question the urgent need of an ever­
rising standard of national efficiency. Modern 
scientific developments have presented a wide range 
of alternatives both in processes and in products, 
which have gone a long way to eliminate any natural 
advantages formerly enjoyed by particular industrial 
communities. The standard of living of the popu­
lation of all great industrial countries will, in future, 
depend to an ever-increasing degree on the technical,., 
and above all on the a.dministrative, efficiency, 
developed by the leaders of industry. The future 
is bound to be one of increasingly active competition 
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both within and· 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 ~ientific knowledge. 



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 ; 
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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 
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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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