
We shall not find any sim ple pre scrip tions for sound or gan -
iza tional lead er ship; nor will it be pur chased with a bag of
tricks and gadg ets. It re quires noth ing less than the proper or -
der ing of hu man af fairs, in clud ing the es tab lish ment of so cial
or der, the de ter mi na tion of pub li c in ter est, and the de fense of
criti cal val ues." Philip Selznick, 1957.

Long ago, clas si cal writ ers in the field of man age ment
for mu lated a few ba sic cor ner stones of mana ge rial
phi loso phy. These key prin ci ples are ap pli ca ble to the
prac tice of man age ment in any era. Sev eral have spe -
cial ap pli ca tion to our mana ge rial and eco nomic prob -
lems of to day. 

We have much rea son to be lieve that our pres ent per -
form ance as man ag ers is not ef fec tive. The world
econ omy of to day is in con sid er able dif fi culty. In the
United States, sev eral of our larg est and most im por -
tant in dus tries have been mar ginal for sev eral years.
Gov ern men tal budget defi cits threaten the sta bil ity of
world fi nan cial mar kets. Re cord trade im bal ances con -
tinue. In ter na tional debts mount yearly with our own
coun try be ing the larg est debtor na tion. The world's
se cu rity mar kets have be come in creas ingly vola tile.
The threats of world- - wide in fla tion and mone tary in -
sta bil ity re main press ing con cerns. Se vere un em ploy -
ment ex ists in many re gions.

Ob vi ously, some of these prob lems may be be yond
the scope of man age ment at the level of the firm. But,
some of us pre fer to look for more hope in the pro cess 
of man age ment. With ef fec tive man age ment, we
should at least be able to greatly im prove our situa tion. 
What is nec es sary is a re- - examination of our con cept
of man age ment. What are the ba sic cor ner stones of our
theo ries of man age ment? Which of these ba sic pre cepts
are most ap pli ca ble to the prob lems of to day?

Ef fec tive man age ment is im por tant to the sta bil ity of
our so cial sys tems and our gen eral wel fare. Ef fec tive
man age ment in flu ences the per form ance of the econ -
omy at the level of the firm and in the ag gre gate. The

per form ance of the econ omy, in turn, in flu ences many so -
cial and cul tural de vel op ments. Within this frame work of
these in ter con nec tions, our at tempt here is to re view
some of the thoughts of the authors of the mana ge rial
clas sics re gard ing how the prac tice of man age ment should 
re late to the per form ance of the econ omy and to so ci ety
in gen eral.

It is use ful to evalu ate con cepts of man age ment with re -
spect to the eco nomic set ting in which they were de vel -
oped. Our pre vail ing con cepts of man age ment have
changed over time. In di vid ual man age ment theo ries have
been popu lar at one time or an other but have be come less 
popu lar un der dif fer ent con di tions. Great lead ers of the
past re lied heav ily on a char is matic style of man age ment.
Team mo bi li za tion, ba sic or gan iz ing, lead er ship and the
amal ga ma tion of power were cen tral at trib utes to the
emer gence of the im por tant or gan iza tional en ti ties of our
ear lier his tory. Dur ing the early 1900's, when our coun try
was strug gling to es tab lish it self as an in dus trial power,
there was more in ter est in ef fi ciency, or der, and more of
an en gi neer ing ap proach to the pro cess of man age ment.
Then, af ter greater pros per ity had been at tained, our at -
ten tion shifted to the so cial man con cept of man age ment
and to mo ti va tion, par tici pa tion and per son nel ad mini -
stra tion. Since the 1960's, with the ar ri val of larger busi -
nesses and global eco nomic ac tiv ity, we wit nessed more
in ter est in the ana lyti cal, quan ti ta tive, de ci sion mak ing and 
stra te gic as pects of man age ment.

Each of these schools made con tri bu tions to a more com -
pre hen sive the ory of man age ment, but, the schools did
evolve some what se quen tially. The dif fer ent eco nomic
and en vi ron mental con di tions of dis tinct times re quired
var ied mana ge rial ap proaches. Some mana ge rial theo ries
emerged from ro bust eco nomic pe ri ods when they
worked well. Now, we may be en ter ing a new his tori cal
pe ri od with eco nomic con di tions en tirely dif fer ent from
those we have rou tinely ex pe ri enced since the end of
WWII. The man age ment theo ries we have em ployed for
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the past forty years may pro duce un an tici pated re sults
if ap plied un der these new and dif fer ent eco nomic
con di tions.

Be cause of the eco nomic prob lems in the world to day, 
we may need to draw more heav ily upon those theo -
ries that were de vel oped dur ing pe ri ods of less af flu -
ence. In re read ing the ear lier man age ment lit era ture,
with the bene fit of longer his tory and more in for ma -
tion, we may find some pre scrip tions that re late much
more ap pro pri ately to the prob lems we face at the mo -
ment than mana ge rial theo ries fos tered dur ing more
af flu ent cir cum stances.

 Perceptions Of Management  --  A 
Fundamental Difference

We could il lus trate this mat ter of per cep tions of the
mana ge rial task by the fol low ing ex am ple: 

Com pany A is in volved in a ba sic in dus try that shows
signs of ma tur ity. The in dus try is viewed as crowded,
low mar gin, slow growth and is fraught with stag na -
tion it its la bor man age ment re la tions. These char ac -
ter is tics are de tected by sound ana lyti cal tech niques as
ap plied by Com pany A's head quar ters staff. A stra te -
gic di rec tion is charted to get Com pany A into a more
vi brant and emerg ing busi ness. The base busi ness is
milked as a cash cow while Com pany A's re sources are 
shifted to emerg ing mar kets.

Com pany B is in a simi lar in dus try and its man age -
ment team ob serves simi lar trends. Also ob served are
the higher mar gins and higher growth rates in a new
in dus try po ten tially avail able to Com pany B. How -
ever, the man age ment of Com pany B notes that there
are two ma jor con sid era tions to any dra matic shift to
the new in dus try: 

1: The skills re quired for the new in dus try are radi -
cally dif fer ent from those cur rently pos sessed by
the com pany's man age ment and em ploy ees.

2: The mag ni tude of em ploy ment po ten tial in terms 
of jobs and earn ing power is nu meri cally small.

The man age ment of Com pany B also ob serves that
there are many op por tu ni ties to im prove the ef fi ciency 
of the base busi ness and that the op por tu ni ties avail -
able in the in dus try are re garded as lu cra tive by in ter -
na tional sup pli ers. Com pany B con cludes that its in -
her ent ex per tise in its pres ent in dus try is much greater
than it would be in the new in dus try and that it would
be dif fi cult to es tab lish a last ing pres ence in an un -

known mar ket so late in the game. Com pany B es tab -
lishes a stra te gic di rec tion, with the co op era tion and
un der stand ing of the com pany peo ple, to con cen trate
on the in dus try it now serves and to be come the most
ef fi cient and dif fer en ti ated sup plier in its base busi -
ness.

We are not go ing to pos tu late which of these two ap -
proaches will be most suc cess ful. Ar gu ments can be
made for ei ther ap proach. What we wish to high light
is the fun da men tal dif fer ence in the per cep tions of
what the term “man age ment” really means. 

To Com pany A, man age ment is a task of stra te gic se -
lec tion. Man age ment in volves analy sis, de ci sion mak -
ing, re source al lo ca tion and the even tual stra te gic di -
rec tion of the firm. The em pha sis is on se lect ing
the most ad van ta geous thing to do.

To Com pany B, man age ment is the nec es sary task of 
im ple men ta tion. The em pha sis is on serv ice to mar -
kets, co op era tion with the com pany's peo ple, the
com pany's ef fi ciency, its ef fec tive ness and its mis sion
in so ci ety. The em pha sis is on the de vel op ment of a
com peti tive ad van tage and the es tab lish ment of an in -
ter na tional po si tion. The em pha sis is on tak ing
what you have and mak ing it work.

To Com pany A, the em pha sis is
on se lect ing the most ad van ta -
geous thing to do. To Com pany
B, the em pha sis is on tak ing
what you have and mak ing it
work.

Though there may be in stances where ei ther of these
two ap proaches is most ap pro pri ate; they are fun da -
men tally dif fer ent. They are quite dif fer ent in their un -
der ly ing value sys tems and they are dif fer ent in the
kinds of skills the man ag ers need to im ple ment each
ap proach. Though each ap proach has a value, many
busi ness men and aca demic lead ers have been con -
cerned that we may be drift ing too much to ward the
analy sis of prob lems at the ex pense of re fin ing our
abil ity to exe cute. We may be stra te gi cally po si tion ing
our selves into some situa tions that have high po ten tial 
but we may not be suf fi ciently pre pared to at tain the
po ten tial that ex ists. 

Clearly, there are some ex cel lent com pa nies that have
de vel oped and re tained the abil ity to exe cute. These
com pa nies have de vel oped the skills to sur vive and
ex pand dur ing a pe ri od of a tough world econ omy.
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They have been able to at tain suc cess by op er at ing ef -
fi ciently in in dus tries that other firms found dif fi cult -- 
in in dus tries some times re garded as lack lus ter and
slow growth. We should re mind our selves that in dus -
tries we of ten see as ma ture and slow growth are of ten
rec og nized as highly ex cit ing op por tu ni ties by off- -
 shore com peti tors.

Surely, we can not dis card most of in dus trial Amer ica
be cause it does n't fall into the proper cor ner of the
Bos ton Con sult ing Group ma trix. We have to ex am -
ine what ef fect our mana ge rial ac tions of to day will
have on our so ci ety in the fu ture and on the firms that
we, as man ag ers and di rec tors, rep re sent. We have to
de ter mine which styles of man age ment are ap pro pri -
ate to the par ticu lar cir cum stances we have bef ore us.
We have to de ter mine which prin ci ples of man age -
ment must we em ploy in or der to sur vive in an in te -
grated so ci ety. 

A pa tient re view of the his tori cal lit era ture on man age -
ment will bring forth many many in ter est ing and ap pli -
ca ble mana ge rial con cepts which will stand the test of
time. How ever, there are four value laden philo sophi -
cal themes which seem to sur face re peat edly as im por -
tant cor ner stones of the mana ge rial pro cess. Our in -
tent is to ex am ine the ap pli ca bil ity of these four cor -
ner stones to our busi ness prob lems of to day. Briefly,
they are the fol low ing:

1: The prac tice of man age ment is based on the fun -
da men tal prin ci ple that the en ter prise is an in te -
gral part of the whole com mu nity.

2: The prac tice of man age ment is based on the fun -
da men tal prin ci ple that there is a co in ci dence of
in ter est be tween work ers and the or gani za -
tion.

3: The prac tice of man age ment is based on the fun -
da men tal prin ci ple that a high de gree of in teg -
rity must ex ist on the part of both man ag ers
and work ers.

4: The prac tice of man age ment is based on the fun -
da men tal prin ci ple that shared value sys tems,
ob jec tives and be liefs must be es tab lished
and in cul cated within the or gani za tion.

It is not the author's in tent dis cuss which of these
prin ci ples is pre emi nent. I merely wish to re view what
has been said. Per haps, we can stimu late dis cus sion by
re view ing these few prin ci ples which seem to ap pear
so re peat edly in the more re spected his tori cal manu -
scripts in the field of man age ment.

THE ENTERPRISE AS PART
OF THE COMMUNITY

A busi ness is an in te gral part of a larger com mu nity
sys tem. To Henry Gantt and Ol iver Shel don, the mis -
sion, the goals and the means the en ter prise em ploys
to achieve its ob jec tives must be firmly rooted in the
needs of so ci ety. 

This con cept of the en ter prise as part of the com mu -
nity has a so cial di men sion in that it in te grates the in -
ter ests of so ci ety with those of the firm. Not with -
stand ing, the con cept was fun da men tally eco nomic.
In the view of these writ ers, the firm would not suc -
ceed over the long term with out ad her ing to this ba sic
con cept of serv ice. Ol iver Shel don saw this is sue
clearly his pre am ble to his 1923 es say; “A Phi loso phy
of In dus trial Man age ment”. 

“In dus try ex ists to pro vide the com modi ties and serv ices
which are nec es sary for the good life of the com mu nity, in
what ever vol ume they are re quired. These com modi ties and
serv ices must be fur nished at the low est prices com pati ble
with an ade quate stan dard of qual ity, and dis trib uted in
such a way as di rectly or in di rectly to pro mote the high est ends 
of the com mu nity. In dus trial man age ment, in a broad sense,
is the func tion, prac ticed by what ever per sons or classes, re -
spon si ble for the di rec tion of in dus try to the above end. It
must, there fore be gov erned by cer tain prin ci ples in her ent in
the mo tive of serv ice to the com mu nity. Such prin ci ples are --
Firstly, that the poli cies, con di tions, and meth ods of in dus try
shall con duce com mu nal well be ing. It is there fore part of the
task of man age ment to value such poli cies, con di tions, and
meth ods, by an ethi cal meas ure.” 47 

The in dus trial en gi neer, Frank Gil breth, also rec og -
nized the in te gra tion of proper and ef fec tive man age -
ment, the gen eral pros per ity of the peo ples of the
world and the health of the firm it self. From the clos -
ing para graphs of his 1923 es say, “Sci ence in Man age -
ment for the One Best Way to do Work”, we have the
fol low ing:

“Great est na tional pros per ity de pends upon great est in di vid -
ual train ing in knowl edge and in abil ity to con trib ute to ward
the pub li c wel fare. Such con tri bu tions may be, and of ten have 
been, more or less hap hazard and still re sult in good. How -
ever, to be most prof it able, ac tiv ity must be planned and di -
rected, must have abil ity, ex pe ri ence and knowl edge be hind
it. It must be based on meas ure ment and will ing ness to abide
by the re sult of meas ure ment. Noth ing will stand for a long
time and con tinue to ex ist and to give sat is fac tion un less there 
is a real rea son for it so do ing. It may stand for a long while
be cause no one has changed it, but the day of com pari son and
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strug gle for sur vival will come, and un less it can show logi cal
rea son for its ex is tence, it must go. There fore, de vel op ment of
na tional pros per ity that is to have per ma nent sta bil ity, that is 
to be evo lu tion and not revo lu tion, that is to at tain and per -
petu ate the all es sen tial ele ment of main te nance, does de pend
upon sci ence, upon meas ure ment; and it is for this rea son that 
the sci ence of man age ment is an es sen tial fac tor in the de vel op -
ment of na tional pros per ity, of in ter na tional pros per ity, and
of the pros per ity of the whole world.” 22 

Henry L. Gantt, also an ac cred ited mem ber of the sci -
en tific man age ment com mu nity, un der scored the ne -
ces sity of serv ice to the com mu nity as a foun da tion to
ef fi ciency and suc cess in his es say, “The Part ing of
The Ways”, which was writ ten at the time of the First
World War. 

“It is this con flict of ide als which is the source of the con fu sion
into which the world seems to be div ing head long. The com -
mu nity needs serv ice first, re gard less of who gets the prof its,
be cause its life de pends upon the serv ice it gets. The busi ness
man who says prof its are more im por tant to him than the
serv ice he ren ders; that the wheels of busi ness shall not turn,
whether the com mu nity needs the serv ice or not un less he can
have his meas ure of profit, has for got ten that his busi ness had 
its foun da tion in serv ice, as far as the com mu nity is con cerned. 
We all re al ize that any re ward that busi ness ar bi trar ily
takes, over and above that to which it is justly en ti tled for
serv ice ren dered, is just as much the ex er cise of auto cratic
power and a men ace to the in dus trial peace of the world, as
the auto cratic mili tary power of the Kai ser was a men ace to
in ter na tional peace. This ap plies to Bol she vists as well as
Bank ers.” 20  

It is in ter est ing to note that Gantt ar gues these points
from the stand point of in dus trial ef fi ciency -- from the 
long- - term in ter est of busi ness it self. The firm must be 
an ef fi cient and low cost pro vider of what so ci ety
needs. If this prin ci ple is not ob served, the en ter prise
will not be suc cess ful. In ad di tion, the civil peace of
the so ci ety it self will be in jeop ardy.

Ches ter Bar nard de voted an en tire chap ter to op por -
tun ism in FUNC TIONS OF THE EX ECU TIVE 6.
Bar nard de scribed op por tun ism as ex ist ing when the
val ues, ide als and de ci sion pro cesses be come spe cial -
ized to the in di vid ual rather than to the or gani za tion
or to so ci ety. The nine teenth cen tury French In dus tri -
al ist, Henri Fayol, for mu lated a simi lar con cept in his
sixth prin ci ple of man age ment; “Sub or di na tion of in -
di vid ual in ter ests to gen eral in ter ests”59. For cen tu ries, 
an op er at ing prin ci ple of the re lig ious mon as ter ies has
been that the in di vidu als sub or di nate their in ter ests to
those of the com mu nity and to the so ci ety in gen eral.
Al though, in spite of low pay, sub or di nated in ter ests
and a re stricted chan nel ing of self ac tu ali za tion, peo -

ple worked hard. The or gan iza tional for mat of the
Bene dic tine Or der has sur vived vir tu ally un changed
for 1500 years with the vow of pov erty be ing a prin ci -
ple ele ment.

Mod ern schol ars have also com mented on the dys -
func tional na ture of too much op por tun ism. The
noted ge og ra pher,  John Ad ams, a spe cial ist in the de -
vel op ment of re gional econo mies, la mented the dys -
func tional role an op por tun is tic serv ice sec tor is play -
ing in weak en ing the U.S. econ omy. From his ad dress
en ti tled “The Re gional Serv ice Econ omy and Other
Con tem po rary Frauds.”:

“It's a na tional scan dal and in the ag gre gate eve ry one loses.
None of these ploys cre ates new wealth. Each merely shifts
as sets from one set of pock ets to an other. To gether they fos ter
a cyni cal in dif fer ence to pro duc tion or to any goal be yond per -
sonal gain. Sus tained eco nomic growth can be achieved only
through co op era tion. The fu ture wel fare of the coun try de -
pends upon com pli cated in ter de pend ent or gani za tions in
which re spon si bil ity is shared and where all trust that bene -
fits and sac ri fices are borne fairly. But this view is slip ping
from our grasp -- and es pe cially in the serv ice in dus tries that
we have started to dis cuss to day.”3  

It is im por tant to note that these early schol ars were
not ar gu ing for changes in the so cial sys tem or for
changes in the eco nomic struc ture of so ci ety. They
were ar gu ing for goal in te gra tion with the com mu nity
from the per spec tives of mana ge rial ef fec tive ness and
prac ti cal eco nom ics. They were say ing that those or -
gani za tions which have the high est lik li hood of last ing 
have their ob jec tives firmly rooted in the ef fi cient sat -
is fac tion of the needs of the so ci ety. They were against 
op por tun ism be cause they did n't think it would work. 

This fun da men tal con cept of com mu nity serv ice as a
de ter mi nant of or gan iza tional suc cess is of ten vio lated 
in the real world with poor re sults for both the firm
and the so ci ety over the long term. For years, ar ti fi cial
mecha nisms have been em ployed to al low some in ter -
ests  to par tici pate in the econ omy on a pref er en tial
for mat. On a tem po rary ba sis, this op por tun ism of ten
pro vides tan gi ble ad van tages in the form of in su lated
prices, man dated re quire ments for serv ices, ar ti fi cial
bar ri ers to ef fec tive com pe ti tion, pref er en tial fi nanc -
ing or in some cases, the overt con vervsion of prop -
erty. As a re sult of sus tain ing their po si tions on the ba -
sis of syn thetic ad van tage, these or gani za tions never
de velop the skills to serve the com mu nity in an ef fec -
tive sense. Ul ti mately, how ever, these tem po rary ar ti -
fi cial ad van tages are over come. Such forces as de regu -
la tion, for eign com pe ti tion, new tech nolo gies, niche
mar ket ing or other coun ter vail ing forces sur face to
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neu tral ize the ad van tage that is gained with out sub -
stance. When it fi nally be comes nec es sary for the op -
por tun is tic firms to pro vide a truly ef fec tive serv ice in
or der to sur vive, they are un pre pared to do so. Chaos
for them and the com mu nity is a fre quent re sult.

Some peo ple may sug gest the forces of com pe ti tion
will limit the ef fec tive ness of op por tun ism. In some
cases, it does. In other cases, op por tun ism can pro vide 
or gani za tions with a short term ad van tage. Many of
the strate gies that are un fold ing from gov ern ment, la -
bor and in dus try to day are largely oblique to the long
term needs of the gen eral so ci ety, as a whose, and are ori -
ented ex ces sively to the sat is fac tion of unique, rather
than com mu nal, in ter ests. Apart from the mo ral ity of
it, the case is be ing ad vanced that these strate gies will
not be suc cess ful in ei ther mana ge rial or eco nomic
terms. A wide va ri ety of coun ter vail ing forces will
com bine to bring ul ti mate cor rec tion to those situa -
tions where con ern for serv ice has not been pres ent.
The en ter prise as a part of the com mu nity is an on- -
 going nec es sary cor ner stone prin ci ple of man age -
ment. 

Coincidence of Interest Between
Management and Labor

Fre der ick Tay lor iden ti fied “in ti mate and friendly co -
op era tion be tween the man age ment and the men” as
one of his four ba sic prin ci ples of man age ment. His
writ ings are among the most ve he ment re gard ing the
ne ces sity of strong co op era tion be tween man age ment
and la bor in the pur suit of their com mon in ter ests.
The fol low ing is an ex cerpt from his 1912 tes ti mony
bef ore a spe cial com mit tee of the House of Rep re sen -
ta tives which was later re printed later as an es say en ti -
tled; “What is Sci en tific Man age ment”. 

“The great revo lu tion that takes place in the men tal at ti tude
of the two par ties un der sci en tific man age ment is that both
sides take their eyes off the di vi sion of the sur plus as the all- -
 important mat ter and turn their at ten tion to ward in creas ing
the size of the sur plus un til this sur plus be comes so large that
it is un nec es sary to quar rel over how it shall be di vided. They
come to see that when they stop pull ing against one an other,
and in stead both turn and push shoul der to shoul der in the
same di rec tion, the size of the sur plus cre ated by their joint ef -
forts is truly out stand ing.”  52 

The writ ings of Fre der ick Tay lor are re plete with ref -
er ences to the ne ces sity of co in ci dence of in ter est be -
tween man age ment and la bor as a re quire ment for the
at tain ment of in dus trial ef fi ciency and the gen eral wel -
fare of so ci ety. From the same es say:

“This, gen tle men, is the be gin ning of a great men tal revo lu -
tion which con sti tutes the first step to ward sci en tific man age -
ment. It is along this line of com plete change in the men tal at -
ti tude of both sides; of the sub sti tu tion of peace for war; the
sub sti tu tion of hearty broth erly co op era tion for con ten tion
and strife; of both pull ing hard in the same di rec tion in stead
of pull ing apart; of re plac ing sus pi cious watch ful ness with
mu tual con fi dence; of be com ing friends in stead of ene mies; it
is along this line, I say, that sci en tific man age ment must be
de vel oped.” 52 

Also in his 1912 book, THE PRIN CI PLES OF SCI -
EN TIFIC MAN AGE MENT, Tay lor de line ated the
main ele ments of his sys tem:

“Sci ence, not rule of thumb.

Har mony, not dis cord.

Co op era tion, not in di vidu al ism.

Maxi mum out put, in place of re stricted out put.

The de vel op ment of each man to his great est ef fi -
ciency and pros per ity." 51

Char les Bab bage is most noted for his dif fer en tial en -
gine but his writ ings on man age ment were also ex ten -
sive. His 1832 book en ti tled, ON THE ECON OMY
ON MA CHIN ERY AND MANU FAC TURES was
an early at tempt to bring or der to the prac tice of ad -
mini stra tion. In this book, Bab bage ad vo cates the
need for a har mony of in ter ests be tween work ers as a
cata lyst for the at tain ment of in dus trial ef fi ciency. 5 

Ches ter Bar nard re garded the co in ci dent of in ter est
be tween man age ment and la bor as fun da men tal to the 
crea tion of faith within a co op era tive sys tem. His co -
op era tive sys tem in volved the free will of the mem -
bers of the or gani za tion, a mu tual set of in ter ests be -
tween the or gani za tion and its mem bers and the struc -
tural sys tem within which the will ing ness to co op er ate 
is main tained. In Bar nard's view, ex plicit pro vi sions
need to made for both the crea tion and the main te -
nance of the co op era tive sys tem. It was nec es sary to
not only have com mon in ter ests but also to com mu ni -
cate this com mon al ity of in ter ests to both the for mal
and in for mal or gani za tions. Bar nard iden ti fies his
three func tions of the ex ecu tive as;

1: To pro vide a sys tem of com mu ni ca tion. 

2: To pro mote the se cur ing of es sen tial per sonal ef forts.

3: To for mu late and de sign a pur pose for the or gani za tion.  6 
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In Bar nard's view, it was nec es sary for man age ment to 
for mu late and de fine a pur pose for the or gani za tion in 
such a man ner that the co in ci dence of in ter ests be -
tween the or gani za tion and its mem bers is main tained.

Lil lian Gil breth for mu lated ear lier a simi lar theme in
her 1914 book on THE PSY CHOL OGY OF MAN -
AGE MENT.

“The work ers knowl edge that the man age ment plans to
main tain such con di tions............. leads to love or loy alty be -
tween the work ers and em ploy ers. Far from Sci en tific Man -
age ment abol ish ing the old per sonal and sym pa thetic re la -
tions em ploy ers and work ers, it gives op por tu ni ties for re la -
tions as have not ex isted since the days of the guilds and the
old ap pren tice ship. The co op era tion upon which Sci en tific
Man age ment rests does away with the tra di tional ”war fare"
be tween em ployer and work ers that made per ma nent friend li -
ness al most im pos si ble. Co op era tion in duces friend li ness and
loy alty of each mem ber in the or gani za tion to all the oth -
ers." 23 

Mary Parker Follett re ferred to this pro cess as the in te -
gra tion of goals. Her 1925 pa per on “Busi ness as an
In te gra tive Unity” strongly ar ticu lated the need for the 
co inter est of man age ment and la bor. 18  She ar gues
against self in ter est pur sued at the ex pense of goal in -
te gra tion: 

“Capi tal and La bour must fight or unite. No gen tle manly
name for fight ing will change the es sen tial na ture of the re la -
tion be tween capi tal and la bour where ”sides" are sharply de -
fined." 18 

Follett ar gued strongly for a “col lec tive re spon si bil ity
for pro duc tion” be tween la bor and capi tal and for the
ma ture  ap pre cia tion of their dif fer ent func tions and
of their com mon in ter ests. Later, in 1927, Ms. Follett
pre sented a pa per on “The Psy chol ogy of Con sent
and Par tici pa tion” wherein she out lined the es sen tial
con di tion to ob tain ing par tici pa tion:

“There are three ways of deal ing with dif fer ence: domi na tion,
com pro mise and in te gra tion. By domi na tion only one side gets 
what it wants; by com pro mise nei ther side gets what it wants;
by in te gra tion we find a way by which both sides may get what 
they wish.......We get prog ress when we find a way that in -
cludes the ideas of both or the sev eral par ties to the con tro -
versy. But this re quires hard think ing, in ven tive ness, in ge nu -
ity. We should never think of in te gra tion as a fore gone con clu -
sion; it is an achieve ment.” 18 

The con cept of 'the co in ci dence of in ter est be tween
man age ment and la bor' is so fun da men tal and ob vi ous 
that we tend to ne glet it when we talk about man age -
ment. Yet, it is a nec es sary con di tion to the at tain ment 
of or gan iza tional suc cess. 

“The sub sti tu tion of peace for war; the sub sti tu tion of hearty
broth erly co op era tion for con ten tion and strife”  Fre der ick
W. Tay lor, 1911

Un for tu nately, the co in ci dence of in ter est be tween
man age ment and la bor is not al ways pres ent when we
deal with prob lems of ad ver sity. It is not a sim ple con -
cept that op er ates free of other in flu ences. As sev eral
of these writ ers have pointed out, it is in te grated with
trust ef fi ciency, com mu nity in ter est, pro duc tiv ity,
com pen sa tion sys tems, an en gi neer ing ap proach to
the prob lem and an at mos phere of co op era tion. Yet,
the re la tions be tween man age ment and la bor of ten re -
flect a spirit of domi na tion or com pro mise much
more than true goal in te gra tion. We have fac to ries
that are woe fully in ef fi cient and ter ri bly out- - of- - date
where man age ment and la bor ag gres sively com pete
with one an other so that each might ob tain a greater
per cent age of a rap idly shrink ing pie. It does n't make
any sense, from the stand point of ei ther man age ment
or la bor. Man age ment must get its act to gether and
lead the or gani za tion to ward an or derly and in no va -
tive pro duc tive sys tem that can truly com pete. La bor
has to be more co op era tive and ac cept goal in te gra -
tion as a nec es sary un der ly ing prin ci ple.  The en tire
sys tem needs re view. Both man age ment and la bor
need to be more crea tive. Both man age ment and la bor 
need to work more ef fi ciently, more ef fec tively, more
co op era tively and on a broader scale.

With out a co in ci dence of in ter est be tween man age -
ment and la bor, our mana ge rial sys tem, our econ omy
and our so ci ety are in jeop ardy. The his tory of Ger -
many pro vides an ex cel lent com men tary on what can
hap pen when la bor and man age ment co op er ate and
and what can hap pen when they do not. 

Integrity of Managers and
Workers

In teg rity of both man ag ers and work ers is also nec es -
sary for the mana ge rial sys tem to op er ate ef fec tively.
Ches ter Bar nard was alert to the ne ces sity of in teg rity
and mo ral ity in the ef fec tive work ings of the mana ge -
rial pro cess. Bar nard dis tin guished be tween per sonal
and gen eral mo ral ity and then went on to point out
that the or gani za tion will have re ac tions to the mo ral -
ity that is dis played. Ber nard ob served that or gani za -
tions con sist of both for mal and in for mal or gani za -
tion ele ments. He sug gested that there as the for mal
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or gani za tion es tab lishes pur poses, com mu ni cates, and 
en lists the will ing ness to serve. The in for mal or gani -
za tion serves five im por tant pur poses:

1: Es tab lishes at ti tudes.

2: Cre ates con di tions un der which for mal or gani za tions may
rise.

3: Com mu ni cates.

4: Regu lates the will ing ness to serve.

5: Main tains the feel ing of self re spect and in de pend ent
worth.6

Bar nard ob served that the mere pres ence of im mor al -
ity or op por tun ism is suf fi cient to re tard the ef fec tive -
ness of the or gani za tion, re gard less of who is af fected.
Peo ple are in clined to see how other peo ple are treated 
as an in dex of how they will be treated. When peo ple
wit ness ne fari ous be hav ior at work, the in for mal or -
gani za tion senses this, com mu ni cates it, for mu lates
new at ti tudes and regu lates the will ing ness to serve.
From Bar nard's same chap ter on “Ex ecu tive Re spon -
si bil ity”, we have the fol low ing:

“Now we shall con fine our thoughts to the sec ond as pect of
lead er ship -- the more gen eral; the more con stant; the sub jec -
tive; that which re flects the at ti tudes and ide als of so ci ety and
its gen eral in sti tu tions. It is this as pect of in di vid ual su pe ri or -
ity in de ter mi na tion, per sis tence, en dur ance, cour age; that de -
ter mines the qual ity of ac tion; which of ten is most in ferred
from what is not done, from ab sten tion; which com mands re -
spect, rev er ence. It is the as pect of lead er ship we com monly im -
ply in the word ”re spon si bil ity", the qual ity which gives de -
pend abil ity and de ter mi na tion to hu man con duct, and fore -
sight and ide al ity to pur pose."  6 

Philip Selznick com mented on the ne ces sity of in teg -
rity in his 1957 book, LEAD ER SHIP IN AD MIN -
ISTRA TION:

“The in teg rity of an en ter prise goes be yond ef fi ciency, be yond
or gan iza tional forms and pro ce dures, even be yond group co -
he sion. In teg rity com bines or gani za tion and pol icy. It is the
unity that emerges when a par ticu lar ori en ta tion be comes so
firmly a part of group life that it col ors and di rects a whole
wide va ri ety of at ti tudes, de ci sions, and forms of or gani za -
tion, and does so at many lev els of ex pe ri ence. The build ing of
in teg rity is part of what we have called the ”in sti tu tional em -
bodi ment of pur pose" and its pro tec tion is a ma jor func tion of
lead er ship."46 

Sev eral mem bers of the sci en tific man age ment com -
mu nity were par ticu larly im pressed with the need for
tra di tional mo ral ity on the part of both man ag ers and
work ers. Tra di tional val ues served as a strong foun da -

tion for the ap pli ca tion of their meth ods. Hon est
work and proper moral quali ties in ter act upon one an -
other to pro duce an im proved so ci ety on a higher
plane. The fol low ing ex cerpt from Gantt's 1908 es say
on “Train ing Work man on Hab its of In dus try and
Co op era tion” is in dica tive:

“Moral Train ing: The fact that un der this sys tem, eve ry -
body, high and low, is forced by his co work ers to do his duty,
for some one else al ways suf fers when he fails, acts as a strong
moral tonic to the com mu nity, and many whose ideas of truth
and hon esty are vague find hab its of truth and hon esty forced
upon them. This is the case with those in high author ity as
well as those in hum ble po si tions, and the man high est in
author ity finds that he must also con form to laws, if he wishes 
proper co op era tion from those un der him.”  21 

Lil lian Gil breth was also in ter ested in the re la tion ship
be tween the moral de vel op ment of the mem bers of
the or gani za tion and the at tain ment of the or gani za -
tion's pur pose. She de voted much at ten tion to both
moral de vel op ment and fair ness in THE PSY CHOL -
OGY OF MAN AGE MENT:

“The ul ti mate re sult of all this physi cal im prove ment, men tal 
de vel op ment and moral de vel op ment is in creased ca pac ity, in -
creased ca pac ity not only for work, but for health, and for life
in gen eral.”

“Moral de vel op ment un der Sci en tific Man age ment re sults
from the pro vi sions for cul ti vat ing --

1: per sonal re spon si bil ity

2: re spon si bil ity for oth ers

3: ap pre cia tion of stand ing

4: self con trol 

5: “square ness”......

“Square ness.” This square ness is ex em pli fied first of all by
the at ti tude of the man age ment. It pro vides, in every way,
that the men are given a “square deal”, in that the tasks as -
signed are of the proper size, and the re ward that is given is of
the proper di men sions, and is as sured. This has al ready been
shown to be ex em pli fied in many char ac ter is tics of Sci en tific
Man age ment, and more es pe cially in the in spec tion and in
the dis ci plin ing."  23

James Moo ney, an early ex ecu tive with Gen eral Mo -
tors, teamed with Alan Riley to de velop the func tion -
ally simi lar con cept of “fair play”:

“The leader must be sen si tive to the rights of the led and he
must take meas ures to en sure that they are main tained for
every in di vid ual through out the or gani sa tion. In other words, 
he must hug closely to the the pol icy of 'fair play'. To this end,
the lead ers must be gin by play ing fair with each other.”  39 
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Fair ness on the part of the work ers to ward the or gani -
za tion was of equal im por tance to fair ness on the part
of those in man age ment. The sci en tific man age ment
school was par ticu larly ada mant re gard ing “sol dier -
ing” or de lib er ate slow ing of the work pace. Tay lor
sum ma rized his as sess ment of it crisply in SHOP
MAN AGE MENT:  

“The natu ral lazi ness of men is se ri ous, but by far the great -
est evil from which both work men and em ploy ers are suf fer ing 
is the sys tem atic sol dier ing which is al most uni ver sal un der
all of the or di nary schemes of man age ment and re sults from a
care ful study on the part of the work men of what they think
will pro mote their best in ter ests.”  50 

Of ten, we have treated the con cepts of busi ness eth ics 
and moral in teg rity as an cil lary char ac ter is tics apart
from the more di rect pro cess of man age ment. They
are seen as nice quali ties to have but they really don't
have any thing to do with mak ing money. In stead, they
are oc ca sion ally seen as get ting in the way of it. Shel -
don, Bar nard, Gil breth and oth ers saw the role of in -
teg rity as much more fun da men tal to the pro cess of
mak ing money. They saw in teg rity as hav ing a di rect
ef fect on the smooth and ef fec tive work ings of or -
gani za tions. With this in ter est in in teg rity, they be -
came more in ter ested it pro mot ing it and teach ing it as 
an in te gral part of the mana ge rial pro cess.

The in ter con nec tions be tween in teg rity, mo ral ity and
eth ics and or gan iza tional suc cess have not re ceived
much dis cus sion in the aca demic world re cently and
only some in the busi ness world. One of the main
propo si tions ad vanced in the mana ge rial clas sics is
that tra di tional  mo ral ity and in teg rity are quali ties that 
are ba sic to the pro cess of or gan iza tional suc cess. The
propo si tion sug gests that, in the long run, hon est peo -
ple will be more suc cess ful than dis hon est peo ple. So -
ber peo ple will be more suc cess ful than those who
show lit tle per sonal re straint. Hard work is as im por -
tant as skill. Mo ral ity must be taught and re in forced.
Man age ment should do the teach ing. In teg rity is nec -
es sary to en list the com mit ment of the in for mal or -
gani za tion.

Value Systems and Organizational
Culture

Suc cess ful com pa nies cre ate, nur ture and re in force
unique cul tures that ema nate from overtly for mu lated
value sys tems that are par tially em bod ied in the or -
gani za tions' rea sons for ex is tence. Suc cess ful com pa -
nies have strong phi loso phy sys tems and weaker sys -

tems for brack et ing be hav ior 42.  The ar ticu la tion of
these phi loso phies, val ues and pur poses is on- - going
and an ac tiv ity of man ag ers of all ranks. Ac tions of the 
com pa nies un fold in ways that are con sis tent with
these phi loso phies and value sys tems. Ex plicit op er at -
ing dogma is less com mon but the value sys tems, phi -
loso phies and pur poses re main stead fastly re in forced
and broadly ar ticu lated.

Har ring ton Em er son was in ter ested in value sys tems
and the first of his TWELVE PRIN CI PLES OF EF -
FI CIENCY, writ ten in 1912, was “Clearly De fined
Ide als”:

“As to defi nite ide als, we could profit from by- - gone ages, al -
though sub sti tut ing other in spi ra tions. over one of the Greek
tem ples, the words are carved, ”Know Thy self", for which we
could sub sti tute, “Know the Spirit Rather than the Ex ter -
nals of Your Busi ness.”  12 

Ches ter Bar nard speci fied that the three func tions of
the ex ecu tive were:

1: Pro vide a sys tem of com mu ni ca tion.

2: Main tain a will ing ness to co op er ate. 

3:En sure the con tinu ing in teg rity of the or gani za tion's pur -
pose.  6 

Philip Selznick's 1957 book, LEAD ER SHIP IN AD -
MIN ISTRA TION, is heav ily ori ented to the role of
val ues and cul ture in the ef fec tive ness of or gani za -
tions. The fol low ing quotes pro vide some in di ca tion
of Selznick's per spec tive re gard ing the re la tion ship
be tween means and ends:

“The ten dency to em pha size meth ods rather than goals is an
im por tant source of dis ori en ta tion in all or gani za tions. It
has the stimu lat ing full de vel op ment of these meth ods, but it
risks loss of adapt abil ity and some times re sults in a radi cal
sub sti tu tion of means for ends. Lead ers may feel more se cure
when they em pha size the ex ploi ta tion of tech ni cal po ten ti ali -
ties, but the dif fi cult task of de fin ing goals and adapt ing
meth ods to the may be un ful filled.”  46 

Selznick ar gues that val ues be come in cul cated in or -
gani za tions and be come in sti tu tion al ized thus pro vid -
ing an at mos phere of guid ance to the or gani za tion
mem bers.

“In what is per haps its most sig nifi cant mean ing, ”to in sti tu -
tion al ize" is to in fuse with value be yond the tech ni cal re -
quire ments of the task at hand."  46 
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“From the stand point of so cial sys tems rather than per sons,
or gani za tion's be come in fused with value as they come to
sym bol ize the com mu nity's as pi ra tions, its sense of iden tity.”

46 

This in sti tu tion ali za tion of val ues changes the re la -
tion ship be tween the or gani za tion and its mem bers.

“From the stand point of a com mit ted per son, the or gani za -
tion is changed from an ex pend able tool into a val ued source
of per sonal sat is fac tion”  46 

Mean ing is thus pro vided to those as so ci ated.

“Both per sonal and so cial com mit ments com bine to weaken
the purely tech ni cal sig nifi cance of or gani za tions. Be gin ning
as a tool, the or gani za tion de rives added mean ing from the
psy cho logi cal and so cial func tions it per forms. In do ing so, it
be comes val ued for it self..........Or gani za tions do not so much 
cre ate val ues as em body them. As this oc curs, the or gani za -
tion be comes in creas ingly in sti tu tion al ized.” 46 

Mem bers have to make sense out of what they are do -
ing. They have to feel that their ef forts are in te grated
into a no ble pur pose. Both ends and means are im por -
tant. The cali ber of the goals are im por tant. The le giti -
macy of the means em ployed is cru cial. There is la tent
ide al ism among all of us. Dur ing times of stress, this
la tent ide al ism be comes more pow er ful and in flu en -
tial. It is dif fi cult to at tain or gani za tion ob jec tives
with out in te gra tion with the un der ly ing value sys tems
of the or gani za tion mem bers. Man age ment must  help 
the or gani za tion for mu late and in sti tu tion al ize its
value sys tem. Man age ment must also pro vide for cri -
tique. Once the or gani za tion's val ues have be come in -
sti tu tion al ized, the need for the con stant pres ence of
man age ment in every de tail of the or gani za tion is re -
duced.

MANAGEMENT AS A
COMPLEX SYSTEM

As the in tro duc tory quo ta tion from Philip Selznick
points out, there are few sim ple pre scrip tions for
sound or gan iza tional lead er ship. There are no sim ple
gadg ets. Man age ment is the in te gra tion of hu man af -
fairs with the pub li c in ter est and the so cial or der. Man -
age ment is in es capa bly a value- - based ac tiv ity. Pro fes -
sors Trist 57, Em ery 13, Ack off 2 and oth ers have stud -
ied the enor mous number of frag ile in ter re la tion ships
that ex ist in com plex so cial sys tems. In sta bili ties and
tur bu lence can re sult even when so lu tions to the or -

gani za tion's most press ing prob lems are at tempted.
Rus sell Ack off de scribes this com plex ity in RE DES -
IGN ING THE FU TURE:

“We have also come to re al ize that no prob lem ex ists in com -
plete iso la tion. Every prob lem in ter acts with every other
prob lem and is there fore part of a set of in ter re lated prob lems
a sys tem of prob lems.... Fur ther more, so lu tions to most prob -
lems pro duce other prob lems;.....a fi nan cial prob lem, a main -
te nance prob lem, and con flict among fam ily mem bers for its
use.”  1 

In man age ment, there is sel dom one big knob to turn.
Every ac tion in flu ences every other ac tion. Man ag ers
have to re main at ten tive to the sur round ing at mos -
phere they are cre at ing. Quali ties such as in teg rity,
goal in te gra tion and the abil ity to per ceive a no ble
pur pose fa vora bly in flu ence the at mos phere within
which the com plex sys tem of man age ment func tions.

The pres ent at mos phere sur round ing our mana ge rial
ac tivi ties is of ten far from ideal. Mis trust per vades and 
of ten for good rea son. In teg rity is un der val ued as an
es sen tial ele ment of the or gan iza tional sys tem. In di -
vidu als too of ten pur sue only their own ob jec tives
with in suf fi cient re gard for the com mu nity in which
we all op er ate. . Whereas these ne fari ous ac tivi ties
may ap pear to be “ra tional” be hav ior, these are hav ing 
the ag gre gate ef fect of erod ing the com peti tive edge
of our coun try and our ef fec tive ness as a world eco -
nomic power. We can do much bet ter.

Summary and Recommendations

Over a long pe ri od of time, many schol ars and
thought ful prac ti tio ners have pro vided us with valu -
able in sights into the pro cess of man age ment. Sev eral
key cor ner stone prin ci ple of man age ments, along with 
some ad di tional les sons have prac ti cal ap pli ca tion to
our prob lems of to day:

1: The pri mary role of man age ment is the task of
sys tem ati cally im prov ing the ef fec tive ness of 
the or gani za tion in im ple ment ing its cur rent
mis sion. The authors of the man age ment clas -
sics were less in ter ested in whether or not the
busi ness was in a low or high profit in dus try or
whether the mar ket served was grow ing rap idly
or slowly. The task of the man ager was to im -
prove the ef fi ciency and ef fec tive ness of what
was there. The stra te gic op tions to exit from the
in dus try or to take on new busi nesses re ceived lit -
tle at ten tion.
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2: The en ter prise must de rive its fun da men tal be ing
from its par tici pa tion as an in te gral part of the
com mu nity in a way that in volves the sup ply of
needed goods and serv ices of high qual ity at a fair
price.

3: The in ter ests of the or gani za tion and its work -
ers must be co in ci dent. This co in ci dence of in -
ter ests is nec es sary con di tion to or gan iza tional
prog ress.  One task of man age ment is to struc -
ture the situa tion so this co in ci dence of in ter ests
is un der stood and ac tive.

4: In teg rity and tra di tional mo ral ity form the
ba sis for the work ings of the mana ge rial sys -
tem. In or der for the or gani za tion to func tion
prop erly, it must be based on a sys tem of in teg rity 
on the part of both man ag ers and work ers. When
there is a de par ture from these ba sic quali ties in
fa vor of op por tun ism and un bri dled self in ter est,
the ag gre gate re sult is a weak ened and in ef fec tive
mana ge rial sys tem and a poor com peti tive po si -
tion. 

5: Value sys tems form the ba sis of or gani za tion
co op era tion and com mit ment. These value
sys tems need not only to be es tab lished, they
need to be com mu ni cated and re in forced by
man ag ers who un der stand the deeper philo -
sophi cal mean ings of the or gani za tion.

6: The key to the sat is fac tion of the in ter ests of the
work ers, the com mu nity and the or gani za tion
rests pri mar ily with the abil ity of the man ag ers to
im prove the ef fi ciency and ef fec tive ness of
their pres ent or gani za tions. That is a key skill
that is cru cial to long term eco nomic sur vival.
The propo si tion to make a mas sive tran si tion to a 
new set of in dus tries while for sak ing our ba sic in -
dus tries is im prac ti cal on any sub stan tial scale
and des tined for a new set of prob lems we are
likely to be even less pre pared to meet. 

7: We have to view man age ment as a sys tem ac -
tiv ity. As such, we must at tend to the task of cre -
at ing an at mos phere sup por tive of the at tain ment 
of the no ble pur pose. To do this, man age ment
must em pha size and dis play in teg rity and goal in -
te gra tion with both the com mu nity and the or -
gani za tion mem bers.

8: We have to em ploy more en com pass ing cri te -
ria to evalu ate our busi ness ac tivi ties. We
need a longer range per spec tive which in -

cludes an un der stand ing of how spe cific in -
dus trial ac tivi ties re late the econ omy as a
whole. Input- - output analy sis is re quired. Prof its 
and eco nomic per form ance are es sen tial to an or -
derly so ci ety in the long run. Our value sys tems
should guide us as to what those prof its should
be in. Race tracks and shoe fac to ries are not of
equal bene fit to the long term econ omy, in de -
pend ent of the amount of reve nue they each gen -
er ate. We can not evalu ate our es sen tial eco nomic 
ac tivi ties against sim ple cri te ria. The number of
in ter re la tion ships is too great. We have to un der -
stand how each eco nomic ac tiv ity fits into our
over all eco nomic and so cial sys tem. 

9. Given the com plex ity of mod ern or gan iza tional
sys tems, there is lit tle rea son to ad here blindly 
to the as sump tion that ra tion al ity on the part
of in di vidu als auto mati cally lead to op ti mal
so lu tions. The as sump tion of ra tion al ity pre -
sumes the avail abil ity of in for ma tion and the
abil ity to pro cess in for ma tion which may be far
be yond the scope of or gan iza tional mem bers in -
clud ing the man age ment. In the ab sence of com -
plete in for ma tion and re li able in for ma tion proc -
ess ing, the in visi ble hand will pro duce ran dom -
ness. Sev eral authors of clas sic manu scripts in
the field of man age ment saw the ne ces sity of a
proper value foun da tion as an in gre di ent to
sound eco nom ics. For tu nately, this spirit of re -
spon si bil ity is still alive to day in many well run
com pa nies that per sist in the hon est at tain ment
of their com mu nity based ob jec tives.

As the United States strug gles with the tran si tion to a
world econ omy dur ing a time of eco nomic dif fi culty,
these cor ner stone prin ci ples de scribed above should
be kept in mind. We can not dis card eve ry thing. We
have to make what we have work. And, we have to
fos ter an at mos phere where the in ter ests of the work -
ers, the or gani za tion and the com mu nity are seen as
more con gru ent.
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