THE CITIZEN’S LIBRARY

OF

ECONOMICS, POLITICS, AND
SOCIOLOGY

EDITED BY

RICHARD T. ELY, Pa.D., LL.D.

PROFESSOR OF POLITICAL ECONOMY,
UNIVERSITY OF WISCONSIN

_ INTRODUCTION TO
BUSINESS ORGANIZATION



THE CITIZEN'S LIBRARY OF ECONOMICS,
POLITICS, AND SOCIOLOGY

12mo. Half Leather ) $1.25 net, each

.

¥ MONOPOLIES AND TRUSTS. By Ricuarp T. Erv, Pa.D,,LL.D"
« THE ECONOMICS OF DISTRIBUTION. By Jorx A. Hosson.
~ WORLD POLITICS. By Paucr S. Reinscy, Pe.D., LL.B.
~ ECONOMIC CRISES. By Epwazp D. Jones, Pa.D.
OUTLINES OF ECONOMICS. By RicearnT. ELy.

J OGOVERNMENT IN SWITZERLAND, By Jomn MARTIN VINCENT.
Pr.D.

« ESSAYS ON THE MONETARY HISTORY OF THE UNITED
STATES. By Crarirs J. Burrock, Pa.D.

v SOCIAL CONTROL. By Epwazp A. Ross, Px.D.

<4 HISTORY OF POLITICAL PARTIES IN THE UNITED STATES.
By JEssE Macy, LL.D.

74 MUNICIPAL ENGINEERING AND SANITATION. By M. N.
BAKER, Pr.B,

DEMOCRACY AND SOCIAL ETHICS. By Jane Appams. ~
v COLONIAL GOVERNMENT. By PaurS$. Reinsca, Pa.D,, LL.B.
V' AMERICAN MUNICIPAL PROGRESS, By CuarLes Zusstix, B.D.
v IRRIGATION INSTITUTIONS. By Erwoop MEap, C.E., M.S.

‘» RAILWAY LEGISLATION IN THE UNITED STATES. By BaL-
THASAR H. MEYER, PR.D,

+ STUDIES IN THE EVOLUTION OF INDUSTRIAL SOCIETY.
By Ricrarp T. Evy, Pa.D,, LL. D.

+ THE AMERICAN CITY. By Drros F. Wircox, Pa.D,
MONEY. By Davro Kixrey, Pa.D. «
THE FOUNDATIONS OF SOCIOLOGY. By. Epwarp A. Ross.

THE ELEMENTS OF SOCIOLOGY. _ By Franx W. BLACKNAR,
. Pa.D.

vV COLONIAL ADMINISTRATION. By PaoL S. Rervsce, Ph.D.,LL.B
< AN INTRODUCTION TO THE STUDY OF AGRICULTURAL
ECONOMICS., By Henzy C. Tavror, M.S.Acx., Pr.D.
SOME ETHICAL GAINS THROUGH LEGISLATION, By Froz-
ENCE KxLLzY,
N INTRODUCTION TO BUSINESS ORGANIZATION. By SAMUEL
E. Sparvring, Pa.D,

THE MACMILLAN COMPANY
64-66 FIFTH AVENUE
* NEW YORK



THE CITIZEN'S LIBRARY

INTRODUCTION TO

'Business Organization

BY

SAMUEL E. SPARLING, Pr.D.

Assistant Proressor o7 PoriTicaL
Sciencs, UNtversITY oy WiSCONSIN

e York |
THE MACMILLAN COMPANY
LONDON: MACMILLAN & CO., Lro.

1906

All vights veserved



CoPYRIGHT, 1006
Br THE MACMILLAN COMPANY

Set up and electrotyped.
Published October, 1906

XL ¥
D6
285%%

THE MASON-HENRY PRESS
SYRACUSE, NEW YORK



PREFACE

This volume is an outgrowth of a course of
lectures on Business Organization and Manage-
ment delivered at the University of Wisconsin
in connection with the courses in Commerce.
There is no single volume covering modern busi-
ness activity from the point of view of organiza-
tion. It is, however, true that occasional articles
in trade magazines and even treatises covering
special phases of business have recently come
from the press.

The growth of this literature indicates a
larger interest in the systematic study of business
institutions and operations. The business man
is fast realizing the practical helpfulness of these
studies. The best firms are establishing trade
and technical libraries and schools of instruction,
- not only for the training of their employees, but
also for constant consultation in connection with
office and factory problems. Greater attention
is given to-day to business efficiency, and several
reasons have made this necessary, among the
more important of which are business waste and
misdirection.

Every business man, although he may deny
that there is a science of business, will admit that
there is a proper way of organizing hts business,
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PREFACE

It is obvious that the best method of discovering
this is to study business institutions and proc-
esses; but the difficulties of presenting adequately
the essential facts of business organization are
apparent to those who have given the subject any
attention. The paucity of literature upon this
phase of business is possibly the greatest difficulty
to be encountered. At the same time, this lends
a special interest to the subject. It is essentially
an untrodden field. The material must be gath-
ered from scattered and unrecorded sources, and
the difficulties are therefore great and often
almost insurmountable. In fact, the subject
cannot be adequately treated before thé various
lines of business activity are covered mono-
graphically. This means a great expenditure of
time and effort.

The aim of the present volume is to discuss
in an elementary way the important phases of
business organization. Its scope precludes any
attempt to discuss business management, except
in so far as it throws light upon the problems of
organization. The details of management must
be left for more pretentious efforts, but illus-
trative material has been freely incorporated so
long as it did not involve too much detail. My
purpose is to discuss in outline the more im-
portant phases of business organization in the
hope that a useful service may be rendered. The

needs of the student and clerk have been con-
vi



PREFACE

stantly in mind in the preparation of this volume.
If I have succeeded in conveying the significance
of business problems, and the value of a closer
study of them by young men entering upon a
business career, I have been fully repaid for the
time and effort devoted to the collection and dis-
cussion of the widely scattered facts covered in
these pages.

The plan of treatment has been somewhat
arbitrary. Not having the advantage of any
work covering the subject, I was compelled to
pave the way. The material naturally suggested
its grouping into two broad divisions. The first
division is introductory, and is devoted to the
classification of business activities, and especially
to the legal aspects of business organization.
The second division is devoted to a discussion of
the principles of organization, the simplest forms
of which are illustrated by a chapter on farming,
followed by three chapters on the organization of
manufacturing, and by several chapters on the
organization of distribution. Among the sub-
jects treated here are exchanges, direct selling,
wholesaling and retailing, traveling salesman-
ship, the mail-order business, credits, collections,
and advertising. The classification and division
of chapters may be open to objection, but they
seem to suit the limited scope of this volume,

I desire further to add that there has been a

complete adherence to the point of view of the
vii
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organizer and manager of business undertakings
‘in the preparation of these pages. The purely
social and economic phases have been passed
over, except in so far as they threw light upon
the problems of organization. At every step the
social and economic effects of special forms of
organization are apparent, and while these ques-
tions are intensely interesting, the lack of space
alone would prevent their treatment in these
pages, even if they were not excluded for other
reasons.

I am indebted to many persons for aid, not
only in the collection of material, but also in
passing judgment upon the manner of its treat-
ment. When it is understood that these facts
have been gathered largely through correspond-
ence and personal consultations with business
men, it will doubtless be fully appreciated that
any attempt to acknowledge by name the debt
incurred would be impossible in a preface. Al-
though personal acknowledgment will be omitted,
I desire, however, especially to explain the
method employed in the final preparation of each
chapter. In order to have a sense of security
and ease of mind in the final plan of treatment, I
had each chapter critically read by two or three
business men whose special knowledge and large
experience render their opinions authoritative.
- This is not urged because the writer desires to

escape responsibility for any errors that this book
' . viii
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may contain, but because he believes that it
attaches to its pages a value which would be
wanting had the subject been treated solely from

the academic point of view.
' S.E. S

Mabison, WIsCONSIN,
August 1, 19006,

ix
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Intangible values, 341.

International Harvester Com-
pany, 203.

Jobber, 241, 242, 244, 247,
249, 251, 255.
Jobbers’ list, 247.

“Keying” in advertising, 326;
purpose, 327; methods,
327; results, 327.

Kinds of business talent, 7.

Labor unions, 114, 1j5C.

Land holdings in the South,
87, 89.

“Leaders,” 314.

Leasing system, 77.

Legal department, 124. )

Legal responsibility in bus-
iness, 30.

Legislation against trusts,
62,

Limitation
43, 66.

Line of credit, 340.

Lipton tea stores, 20§.

Live Stock Exchange of
Chicago, 168, 170.

Loans, 336.

Local agencies, 343.

Local markets, 163.

of par_tnership,

Mail order advertising, 318,
329.

Mail-order business, 280-287;
causes of growth, 280, 281;
Chicago mail-order houses,
281, 282 ; function of, 282;
catalogues, 283; organiza-.

tion, 283, 285; expenses,
284; country merchant,
286; - country customer,
287.
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Mail-order system, 206.

Management, 5.

Management defined; value
of, 6.

Manufacturer, 244, 251.

Manufacturing; manufactur-
ing defined, 95; produc-
tion and commercial phases,
95, ¥17; organized as cor-
porations, 108; directors,
108; advisory committee,
109.

Margin of profit, 134, 135,
334

Market, 161-166; distribution,
1613 manufactunng, 1613
organization of market,
162; early market, 162;
specialization of markets,
163 ; classification of, 163;
primary, secondary, and
local, 163; exchange, 164,
199; direct selling, 165,
166, 200.

Marking prices, 266.

Membership to exchanges,
171, 180.

Mercantile ~agencies, .343-
350; purpose, 343;
and Bradstreet, 343; class-
es, 343 ; defined, 344 ; origin,
344; organization, 345;
reporting, 345, 346 ; sources
of information, 347; credit
data, 347; classification of
data directory, 348; sym-
bols, 349; fees, 349.

Merchant princes, 11.

Mixed system, 257.

“Monday” sales, 314.

" National Cigar Stands Co.,
209, 228, 232.

Non-corporate type, 31-42;
individual business man,
31; investment and man-
agement, 32; liability of
partners, 33, 36; definition
of partnership, 33, 37;

372

kinds of partners, 34:
transferable shares of
partnership, 35; partner-
ship contracts, 37; powers
of partners, 35, 39; disso-
lution of partnership, 30;
good-will, 39, 40; place of
the partnership in business, -
41, 42; limitations, of
partnership, 43, 66.
Non-trading exchange, 169.

Objects of consolidation, 61.

Office, 119, 120.

Office aids and facilities, 26.

Office checks, 26.

Office rules and regulations,
25.

One crop system, 87.

One-line stores, 256, 258.

Organization defined, 4; ele-
ments of, zr1.

Organization of market, 162,

Outdoor advertising, 320.

Over-issued stock, 53.

Package system, 213, 259.

Packing houses, z21.

Partnership, 32, 42.

Patents, 245.

Personal traits, 21.

Physical, intellectual and
moral qualities, 22, 26.

Piece system, 146.

Plantation system, 86-93;

before the Civil War, 86;
slave labor, 87; size of
holdings, 87; one crop
system, 87; management,
87; effect of Civil War,
88; decrease of size, 89;
growth of tenant system,
89; crop liens, 9o; present
organization, 9I.

Point of view of manager,

3.

Population and advertising,
327,

Position of department
managers, 7.
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Preferred stock, s2.

Premium plan, 148, 212,

Price cutting, 268.

Primary markets, 163.

Private and public corpora-
tions, 49.

Privileges, 183. )

Produce exchange, 167, 170.

Produce Exchange of New
York, 168, 170.

Profit, 155.

Profit sharing, 149.

Progressive firms and new
business methods, 7.

Publicity, 312.

Purchasers’ Cash Associa-
tion, 359.

Purchasing, 126, 128,

Puts and calls, 183.

Quantity buying, 246, 254.
Raw material department,

116,

Ready-made clothing, 240

Rebates, ari1.

Refrigerator cars, 22a2.

Reporting, 345.

Retailer, 242, 249.

Retailing, 262-269; function,
262; personal side, 262;
influence of advertising,
263; general and special
263, .264; small stores,
265 ; marking prices, 266;
bargain counter, 267 ; price
cutting, 268; organization,
269.

Ringing out, 188.

Rise of English and Dutch
trade companies, 12.

Risks, 338.

Roadmen, 206.

Roman business system, 10.

Routing, 274.

Salesmen, 353.
Salesmen, 363.
Secondary markets, 163.
Selection of employees,

Selling, 200-215; direct sell-
ing, 200, 201 ; steps in sell-
ing, 201; position of con-
sumer, 202, 214; consoli-
dation of factories, 202;
central selling organiza-
tion, 203; branch offices,
204; central office, 204;
chain of stores, 205;
brewery methods, 205;
roadmen, 206; mail order
system, 206; agency plan,
207, 213; control of prices,
209 ; tri-part contract, 210;
rebates, 211; premium
plan, 212; package system,
213 ; principles;, 215.

Selling price, 155.

Shareholders, §1.

Share system, 78, 8o.

Shipping clerk, ary.

Size of farms, 7a.

Small stores, 265.

Solicitors, 331, 332.

Special agencies, 343.

Specialization in business,

[
Specialization of office work,

28,
Special retailing, 263, 264-
Spot market, 18s.
Statistics of failure, 25.
Stock exchange, §5, 167, 170.
Stock of corporations, 50.
Superintendent. of factory,
112, 116.
Superiority of
houses, 7.
Supply farming, 82.
Symbols, 349.

German

Tangible values, 338, 340. .

Tenancy, 75, 76, 81.

Tenant systems in Sout.h', 89.

Tobacco, 227-232; class_lﬁca-
tion, 227; sale of cigars,
227 preparation of cigars,
229; independent distribu-
tion, 231.
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Total costs, 140.

Trade mark, -324-326; high
grade goods, 241; unpro-
tected goods, 245; with
packages, 259; wvalue in
advertising, 324, 325 ; illus-
trations, 325; applied to
staple goods, 326; registra-~
tion, 326. ’

Transportation, 19, ro1.

Travelling - salesmanship, 270~
280; function, 270; cl .
271, 27273 relation to cen-
tral office, 273; routing,
274; trip system, 274, 275;
duties, 275; compensation,
276, 277 ; orders, 276; per-
sonal qualities, - 278; col-
lections, 279; influence of
advertising, 280.

Tri-part contract, zro.

Trip system, 274, 275.

Trust companies, 54.

Traosteeship, 59.

Trusts, 56, 203, 233.

Turnover, 339,

United Cigar Stores Co.,
205, 228, 230.

Value of business, 339.

Value of discipline in busi-
ness, 8.

Values, 337, 338.

Voluntary collections, 364.

Warehouse receipt, 178, 181,

191,
‘Water power, 1o0.
Wholesaler, 204, 242, 254.
Wholesaling, 253-262; = at-
tempt to eliminate, 243,
253, 257 ; trade marks, 245 ;
influence of factory system,
246; nature, 254; jobbing
house, 255; one line store,
256; mixed system, 257.
Woolen goods, 240-242; buy-
ing interests, 240; ready-
made clothing, 240; trade
mark, 241; jobber, 241.
Workmen, 114,
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