PRINCIPLES -ND THEORIVS OF OPGALIZATION

By lir. Horry A. Hopfy
Hanagement Fngzineer.

Hovenber 10, 1939

Uolonel Miles, Gentlemens

I an not going to blush s T am 5 case-hardened vebersne Colonel
Hiles noticed I hed been educated in Germany and because of ry Gerven
neme 2 comnotabion of close relationship to Germeny 13 inaicated but it .s
not so. My father wes German, my mother was French -nd I ses born in Londong
if thot 1o breason moke the most of 1ty and I stall hove come linger.ng te ces
of esrly exposure to educationsl influences in England.

How, my subject, Colonel Miles, in case you don't .mow ity 18 "Praincaiples
and Theordleg of Orgunigation". I am not too happy over the thought thet I an
going to present to you a disecussion on theory sad principles because you
might condemn me zs & thecrist on adwizsion. I shall try to suger-coat the
:iose by somb practicsl illustrr-tiong rrom experience which extends over the
whole of ihe United Si-tes and eight Foreign countries, professionally opeake
ing, =nd I sm ‘rawing on that experience, if I may here and there, in the
development of my theme and I do hope that you will follow tne exarple f your
distinguished predecesscrs. They flagged me with questions =t tne close of
the session snd delaivered a prebty tired fellow to the Army snd Havy Club - &
nOOR

Now I have been accused of siwriting ever teing wih toe cyele at the
time of Ldam and Eve. I won't go back ruitc so far towsy but T . nant o

paint the backgrounu somewnat so we msy ive a frase from which to project
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thé thoughts and points of view which I want to submit for your snalysis
and poasible dissection, so let me say thel =t the present moment thas
country, in common with all other couniries of the world except thoge

) actively engaged in belligerent wndertskings, stands on the beink of a

| weatfivbrophe which threatens to plunge us into a welter of blood, snd really
from more points of view than one, to destroy civilization Ze i%is now
constituted.

I want very quiekly to analyze for you the causes shich have led to
the situation. They represent my omn point of view end I can only clainm
for it that it has been thoughifully put down and that I mysell belicve
that on the whole it represents probably most of the factors which cause
the present situstion.

Tirst of all, I say theBe sre = bewildering mumber of forces at work,
bub first of all I would emphasize the uncontrolled growth of podulniskons.
Then I would say that the mbalaﬁc;d distrabution of natural vegouwrces is a
cause, a factor, of huge conception. I would nexc su-sesd woat the Sroving
demands for redivision of colonial empires pley 2 prominent psri in shaping
thf.nga up to this crisis. While it is true that for tne .resent we have
hesrd very Zﬁ.tt&i& relatively speaking from Ir. Hitler on that subject, tuere
is no doubt In my mind thet that cuestion wall have to be settled before the
people of the world cem do business with hin, or ms guceessors, in o way
thet doesn*t affront our sense of decency. Then diarupted economic orcers,
the cause and effsct; they esbrace the whole world wathin the scope of their in-
flvence. ?arali&iiﬁg this we huve clashing socisl pnilosophies; we “ave them

in this country, as & matter of fack, but I wish to have a pleture reasonzbly
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complete, a plcture of the onward sweep of var-ous fhilosophies in Purope,
snd the sbsolulely sstounding =nd wmexpected Subcome when the proponents
of the two primciples which clash find themselves as one, or to rut it
™ocked in sn obscene embrace®, I, for one, =8 2 sbudent during the coumse
of my time of Iife of thoss conditioms, and with a much moz—'a than casual
b familiarity with practically all the Furopean countries, sxcept Russia, was
ubbarly u%m@p&red it th,z;.t development. I just wesn's in any ‘rome of
ndnd %&@? that such & thing eould be possible, snd yet ome could
reason thet, in the oubward Torm st least, the pracbices of the Hasi regime
and the Soviet government sre indiztingulishable because they unvolve extinction
of Kiitﬁrty, euvjugation of tue masses, snd control of hwge resu wees by what,
in our vernaculsr, we would describe as a "bunch of radebeers®.
I made & study of Germony some vears ago, as & natter of fwet o year
2
rior to the time the %&ﬁﬁ%}ﬁ%&u I mods o study of its rhilosophys
I was supposed to be ill end taking one of these delighlful cures et o phace
in the interior of Germehy, snd the Pirst thing I did, it was oy comception
q of how this cure should be tzkenm, I zot myself = getretayy and --ch, Hra.
Hopl wus along, plesse don't misundersbtend me I suddsuly zealized I masht pe
suggesting things -~ she had to hnow Gernen, Fremch, and Trglish, becauge
ny correspondence was with most of the languages. I collected curing “hat
sumser’ & rémgonably couplete set of ;éifmials from all the newpapers and
it was the most frscinating tning to doj it led %o some conclusions whicn,
with regied o 1933, vere very fine for Sne after events. I nave «lways been
rather pleased with syself that I was szble to forecast om the basis of that
study, and mind you, only on the besis of what vas in those newspapers and

not with zay reference to the newspapers published in any other country, was

I e le to forecast wnst haopened, T nlso predicted tne drop in ezl popul rity
M}.ﬁ



which was8 going Yo oceur for one reason — there was a Coamunist in the
obsgure city of Boybon who had been in rather sn effective and horrably
brubal manner put io death., It took ome hour and twenty-nine mainutes vo
k111 him =znd he had twenty-seven wounds on his body, some of them of ine
dbsoribable character, and these sen were a-rested ana they were condermed to
death, Bul vhat did ¥r. BEitler do, he wag 2z psriy leader, onc he sent them
a telegrem and he said, "I wt party above government; the blood verdact
w11l not be garried oul wpon you®. That lost haim twe millaiom votes. If ne
had sent word that "Once you were members of my porty but I shall not soil
my honds with the blood of & single Germany ¥Fou lefd my pordy and you are
going to have your just due® he might heve besen slected & year sarlier.
There were ten thousand Naszsls standing an the ¢ wiysrd intent upon delivering
the verdich, bult these men were sent homs guietly, otherwise there would hove
been civil wer in Germany then.

%hile I am on this clashing of social phalosophies, if I hrd to pick
ok one of thege agsinst any other that is the cause of much of vwhat we ore
suffering from boday, I think that is probebly ine common wenominator that
rons through ev-eyihing elge, I iz z stmngt?!thiﬁg that the nind of man
whrich has learned to master the {orees of patuwre should have within Liself
the seed of destruction.

Then there is the increasingly bitter struzgle for the morld uarkets.

I could use every one of these as texts for elaborabzon. but I would never
get inte the mein part of what I want to ssy 2f I 2id that. I have been
going to Gernany ever szince I was thet high and I have seen the chooges in
Germany during the last, nearly fifty yesrs and I can say, on 2 basig of
my own observation and study, that Cermaps beirsy 2 positive genius in the
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field of insbiliby to govern themselves. They are never happier than when
something is imposed upon them. I won't say thet thet imposition should
take the form of what the Kazis say is the most enlightened, most cdvanced
goclal order of the day - oh no, thet i1z where we vart company,

This just came to my desk from Germemy. I hapen to be an engineer
and this 18 the paper of the leading enginser soelety o1 Germeny. Here is
an edrtorial of Ocuober 19, and 1t 1s headed "Europe!s Decisive Hour® end
there is 2 finsl paregreph which gays, roughly tronslsted "7)ercfore s bthis
wor will not vhrow continental Europe back by decades and destroy its best
forces; neither will it in this determining hour prove pozaible to demonstrate
that Europe will for the first time find itself¥, This 1s written waithout
any thought of propagenda, except im 8o ar =g the Germans themselves are
concerned. To show you the practical side of the picture hers is znother
section. These are sdvertisementa for engireers, four pages of them. Adverw
tisements for sngineers, Germens trained in engineering, and that one factor
a8 much a5 sny other which I eould mt my finger on =t the present noment
will prove to be an obstacle in Germany's military objectives. Do you wont
to kmow what they sare foing? Heve is Junkers, = name with which every nilie
tary man is femilisr., I dare 88y there are some among you who hive actually
encountered Funkers during the World Bars Dr. Junker was arrested on o charge
of high tresson =nd he died wnile gtill wnder thas charge, and only because st
the instigation of the German Republiec ne had planned, erected, and operated
plants for the manufacture of airplanes ain Russia, f4s scon 23 Hitler came
into power he stabed that thus was hagh tresson and they took Dr. Junkerts
property away, and & min at the risk of his Iafe testified for the Junker
family and succeeded, arter & year snd s half, an regainang for them fourteen
million marks, Tepresenting the value of Dr., Junkerfs property in parte
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f\{?m*& man ot this very moment is sitting in my o'fice ot Hew York, a
,j s and he is Germeny's leading mensgenment eng-ueer. I have invaited
\%;m to come inte my office for one reason slonei I want to learn from him
%mething about the sdvanced technics of management thot he has employed in
. His practice and I sey that without anmy spology becouse the asn, in my
e judgment, iz For shead of anyihing we can sghow in this country. When that
"gourd decided in favor of thot fandly the Cnief Justice stepped off his
imam, went down to where this wilness stood ond said "I recomiend urgently
} that you a2t onee lesve this country®, He gob cub just three huurs shead of
‘“1 the Hazis. I thouzht I should do this zs s decent ciizzen -nd a men who
confesses an interest in bhumenity; do somedhing for these brilliandt emapgrants.
I don't go oub to seek themy bubt I do, when they cross my peth, try to oe helpful
and in another cage, & man who owes lorgely vo my wife, who 18 a member of uy
firm, the fack thoh he is in this country now happaly united with his family,
waiked into & member uf sn Anbti~Jowish commitiee just before he was going to
lecaves He had been, for iwo wesks, concesling himself at night in forests,
in the homes of farmers, Jows and Gonbtiles indiscraminately. I want to say
that there are many, meny thonamds of Gentales in Cermany who hove the
deapest sympathy for the uvnhapuy fate of the Jewa and whe do all they cam,
at the risk of thelr lives, for then.

B}zg getting beek to ¥ e engineers, I am afrasd sope of taese terms ore
going to be s 1ittle dafficult to tracslate. That seems to be plooning
sngineers, construction engineers, operaning engineers, %en. of the eng.neersg?
perhaps that mesug inspection or somethung like that. Lous of sxporessions
growm up over aight and wnless you are in constant touch you have snother
lampunge withis a'year or two. Drafbsmen, cost caleulastors, these are all
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wanted. There is snother advertisement in here T wand to Jety Junxer has

three in here you see. They wandt inspecuors, planning engincers s D.beriel
engineers and procurement. They a 1 nave to brve good mmouledge of engancer—
inge That s 25 nesr as I can come to Ziving you &2 graphic demonstr btion

of how Gernmny is going to defest herself, cs 1% 18 pocsible ot thos nomend,

on this dey in Bovewber, 1939, And when 1t comes Lo gascline, why 2id they take
840,000 Polish soldiers into Uermeny - only one rexgom, Lo replsce in pert

the lzek of men-power. Why do they need panpower? It tekes & milliom nen

to extraet the gasoline from the cosl in qusntadics sufficient to supply the

¢ present requirements of Germany; and thab gasolime is inferior, dossn't egual

owr quslity of gasclane or that gasoline thet 18 2t the d.sposal of the
Hritish =nd French,

I thought I would throw bhose few cbservations in in order to r-lustrace
some of the internal eonditions, the difficulty of sgeping an organizziion
in %ﬁm&a; that ig the poims I wans to bring oub.

Yesterday I was serving 2 client who hanmened £ have pablished thnt
monstrous book called "Grane wath tre ¥.nd®. I don't mosn he published it,
he printed i, and you'd never suppose what his difficulty was - 1t was toree
books in one and it completely unbelsnced his samufacturing process, becwise
re hed his crews of people shinaing by wnile this monster wes goang through,
not like the wind, but demming up the production process ot euch point.

8o, it 13 extremely important in overy plan or orgsnizusion to see tc it that

the sub-divisions 2(%2’& balanced well. You know that nos we are talking about

streamline divisionsy thet Ie Lhe wacle theowy of nlanning, involved with

the ides that eech part will supplement every other pert and together taey
i,
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will conbribute the fu'l rorce te the final effect,

Undue concentrstion of sconeric power — I w 11 pess thet over without
reference to any limitations, beecause I think we Will find undue economic
coneentrztion of nower in any country of the world, including Anerics,

In blind resistance to change in a dynamic Bociety the only unerangeabls
factor with which ze sre faced 18 the fact of change. %e are always going
to have chenge, The important thing for sb.tlesmen, business executives,
is to plan in such fasmion that they can synohronize the verious elemente
that contrabute to change end keep them meagurably under comtrcl. The b
ness man s faced with two sets of conditions; one, economie control, relateg
%o hus antornal affairs spd therefore ne very seldom does much about 1v ang
that makes a harvest for mmagement engineers. The Chinese hig & proverb
which went, "Dontt get angry st the pigtoal of vour super.or, bub use 1% ag g
elimbing rope®, Unless there were many plgtails in the world o lot of us would
be.without jobs ang sapivations, It is mportent to balance the “ctors i g
small business, or on s lerge seale, wend the busineesn executive vho reslizes
the impracticability of economie in 7 business, knows he can't do 1Yo
thing sbout it. His object iz 1o make ag good an adjustment to the srtuation ag
cepacity may deternine.,

The tenth point, the rising nilitance of lobor in 1ts cuest for £ConomLe
security. How, lesbyou imagine that I am out of symoathy with lrhopts AEDLI-
ations, which 1s a deduction that might possibly be drown Cron whet T Pave
Just smid, let me hasten to suggest that labogk righty the legidiuste rignus,
rather the recognition of lsborts legitimate rights, hes been too long dew
Terred, but havaing pade thet st tement I go on to say that laber, 1f 1t will
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eontinue 1bs assertion through the power of iis position of undue possession
rights, it will be exposed fo exactly the same sort of crrizeism and resistance
a8 he,a!hem lawmched against the economic royslists in business.
¢ ighiby an?aia%ly allied with these ten forces and providing in some
instances Influemces inciiing drastic sction is the existing widesvread
atrophy of leadership suong the so-called democratic countries. I thank
nobody will doubt that, up to the sdvent of scbive werfare oso months =wge, thad
charge could lie against the so-called democratic coumtries. Perhaps the
lesdership existed, perhaps it was obscured by the fact th t e proeceed here
very largely by common congsnt and by freedom of dascussion and the widest
possible :axgrrassim of opinion., Yebl afier sll shen you look ab it nrely
from the pount of visw of accomplishment twe = are occasionsily entitled to
degeribe it as blundering.

That reminde me of a comparison once node bebtween democracy snd autocracy.
Autocracy was likened to a ssiling ship, some of you naval nen may Jump on
me for the compariscon but I claim the valor of ignorance of such ‘hings} with
m blowing full in the wind and responding inst-ntly to the touch of the
helm by the helmsman, but sooner or later destined %o founder on & rock. The
democracy wmay be likenedl 40 & rafi — you caatt sink the dermed whaing, you
sre zlways up to yourkiees in waber on it, ond you can't steer it.

ﬁm% ‘the breakdown of the internstional monetsry sysbenms, The inside
history of the relationships among governmenis in the lash few years aith
regard 86 international monetary systems makes tremendously fascimating read-

¢

ing and ‘gome of the conclusions which weres reached by iir. Reynond 8, .
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in his ré%enﬁ book ®After Seven Years®, in which we wall give him his view,
{

are extresely intbresting and somewhet significent. He does give you a peek
i 4
behind the/scehe, particulsrly on the ocecasion of that ill-fated economic
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gonlerence in London, which some people S&Y wag ssbovaged. 1 don'l know,
we shall £ind out £ifty years from now when 1t doesn't matter. So the
bre&ké;fm of monetary systems which are designed for fazcilitaiing change of
goods znd services over the world, is & force that has to be reckoned witne.
' e aconmdating threate to the existence of free enterprise 1s another
/ /ﬁzigla which is particulsrly bothering o certain trade associstion. {05f record)

/
;{ The rapid spreading of recisl and religious intolerance i1s & f-ctor all

/ thinking men must unibte in deploring.

The swiftly changing sspects of industraalism - I can say o you,
gentlemen, énoa basis of over thirty yesrs consiaent observation of how organizaw
tions are managed over wao large part of the world; shether in Burope or
Amerdes or the far Bagh, when I say lu the fapy Past I meesp managed by wnite
people, you find one thingy organazationilage bebind in spplication %o a
given satustion, when sccording to all the laws of common sense, orgaoniszation
should be projected im advance of the fact. Now why does 1t lag behind?
Because the limibtstions of toose who monage these orgapvaizataons sre unwilling
to be disiirbed; pernaps because they realisze that thinking, sfter all, is
rather a pdinfil process not too often indalged in; they work aiong the linme
of least ;ﬁszs%anm.

As g¥ first test I say *By the wey I presume you have some sort of
wgmizaﬁi&a chart, not that b 18 of particvlar interest at tne noment, but
it will 4ive me something to go on®, and then watch the look of embarrassment
ofs the mants i’acﬁ: The higher he is the more ezberrassed he i3, unless he is
st %};&’é point where he does not give & damn and seyd I went 1t done becsuse I
a&iﬁl so®s He digs down inm his desk, blows off ihe dust, snd brings out a
1ot of ;‘;éyez-s,, the date is usually t wee years behind, ~nd he says "Well we
have B,’/ﬁhﬁw h?re, but we will heve to meke sone chenges®. He doesn't seem
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to realize that he 1z talking volumes to me when he tells me ol ~be I could
say to ham, speaking dactfully, ¥Ehat yousgre speaks so loudly th.t I dom't near =
what you say®; end T cowld say to him that there are very many people in the
world thet whenever they open their moutns seem o heve an tneanny ability to
subtract fprom the sum tobal of exisling knosledge. Maybe by the time I gcet
through I will be included by this group in that mumber.
You can see, I presume by those observations, th.t I don't .lsays =gree
with my clients. Therewre two thinzs and juss one of them thut I 22;1 gﬁ, I
could exther give the ciient what he wented or wry to give him vwhat was good
for him and I have slaved like hell a1l these years to give the ran what was
good for him instead of giving him whet he wanted, ¥hen the time comes that
I have to give ham what he wants I want to quit,
1/ The extisetion over wider and wider sreas of the worla of practices
*D? bitherto deemed in hormomy with the concepls of liberty and freedom of
\thought. I have an mind a book thst hss a far more potent influence in
Germany, znd I mention Germeny to the exclusion of other cownir.es because
&t the present hbment the whole world is foeused on 1t, called "HMyth of the
Twentieth Century™, writien by a Gerusn by the nane of Rosenburg, and it isd
far more dangerous then oven Hivler®s Misin Kampf"; and I even found traces
of Rosenbergts book included in Hitler's text. Now thst book complevely
denies the raght of the individusl %o his own organizing uwit nd 4o pareh
forward to his own destiny. He 1s there for tne State. These young Germans
are beding taught to saerifice themselves gladly for the State; well \L&ussolini
has the same thing in bthe Faseist Youlh Hovement; catch them youngytell them

whet 18 good for them, then command them, The German cirls belong to a

different union callied the .. » Bow there 1sn't & German
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who has not wransposed that to YSoon Gerwen Mothers®. Now there ian't g
German whe has not some, shall ve say tnat their .deza of che cuncepbs of
1iberty and freedom of thougnt, has been perverted to the point where every
single female of the specles is Just a2 unit in a2 buge breeding experament,
and has no right to toe produet of that conception, the St te tckes it overa
These matbers are becoming an acceleraved thing of soeed. Tnese are being
believed by millions and millaons of people just because they -re 1n the
hands of arch builders who seek to sstuisfy tnexr lust for power. So you have
a type of orgamaization rdeveloped there g you have in Rucsia and og very
unfort.nstely you may heve to develop, certainly for the duration of war
emergency, in the cowmtries that must succeed or fzil to survive in the oombat,

I have completely lost my capmeity for ecperiencing the shock of surprise,
I listen to the brosdcasty vhenever I am ot home, from France, from Gernany,
from Bngland, and from Hoiland. I make notes of ihe.r points of view and I
say tast T must award the palm for svecessful propoganda for the time being to
Gormanys; the c}.emﬁ*b Job done in the world today, so devilishly clever that
even I have to wabch out for myself, I have to apply sy intellech vigorously
against it. At one time I was in Germany, mmong a crowd of about 250,000
people; when Hitler came out to the sres, and then bellowed at that crowd for
one hour and fifteen minutes. I wap carried away by mob psychology, but as
goon as I gob sway T said "Whsi dommed unadulierated rot®; my common sense
came to ny rescus, bul picture a German who has no defense mechanism. Do you
know whot those Germeany saffer from the most? I will tell you for you would
never guegs. It is the compulsory turnaing om and listening to one thousand
and one military bands blaring forth. I have had oneGerman industrialast
+ell me within the last three months that "It is tne crowndng indignity and
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I suffer so acubely from -t thol somestimes 1+ feel I ax going med® — inere
is a ploeture for you. Just seiteon thav daal oy ten poants cno you .re wpt
o be stosd wp ab down and bing, bing.

The epoch makang innovations derdving from the inventave Jentus of mon
in 21l Cepariments of mmen endesvor have themselves contributed groatly to
these bewildering changes which cherscterize the resent panorana,

The unprecedented complexity of wodern lafe, wath its sonca%%u&nts of
regimentolion, stundardization snd devitalization of tne creatave spirit -
I have conbributed a lot to stendardiszationm but I hope the tame w.1l ucver
come when I sasll view 1t as snybhang bubk & memag bo the o 2nd not the end
iteelf.

The conbraction of the w&r&ﬁ(g&use& by wevelopment of modern me.ns of
trensvort. tion and communication, smmihilating tame wnd spnee. We hove seen
it happen in the lash twendy or bventy-Tive yearse. I saw 1t _n the office of
Governor Strong, Chiel of the Pedernl Reserve Banc< of N.w York, where Iwas his
assisbant. I sow him reach a decis.on after a telephone convorsetion wiilh

9 “ N
~  &nd inlrty winuvtes inter a chsnre in stock praices 138 effective.

P
Tret was the Gecision this one =sn nedes What be-ter illustration do you need?
It is a perdt of the contention that vame and stace bave been samihals ted by
the gemius of man.

Pinally, the lust for power which propels men zlong evil palhs with cease-
less energy, pursued by tis furies, if you will, ultirly heedless of the -corful
price ezﬂéﬁed Irom humanlty in the sasisl.oblom of thear desonac instinets e

tnet is Eﬂ%lﬁr‘

ﬁawftheh, I have long snbertzined a2 persanal conviclion, reinforced by
sﬁvﬁy'?hlc§/wery few men have comnelled themselves to rrke in tnelr liletaines.
This convietitn o mine is thst ab the root of msny, if not all of the
éiffiealggaa that beset us, in comnon walth other counitries, lies

15



our amsbility to think in terms of organizet.on snd to ,rofit by the teachings
of tne past respecting this supremely importent Force.

I am golng to present come principles selected because tnis 1s & subject
that is so broad that it is fearfully hard to bound it within a period of
time thel one dere teke on an occasion such rs this. Withoub any particular
reference as to the order of their imrortanke I want to say, firsit, wnerever
¥ou find that the power of decision 1s nobt vplaced as ciosely as possible %o
the point where actionm originstes, you are faced with s feult of organization.
Now I must nob confuse yous I am talking sbost industrizl conditions. It aleo
applies in modified form to military conditioms. Perhsps in military operaiions
you find the least viclabion of tnis prineiple, but in industiry -- well, just
go into an organization some day and try to set a decision on a msiter beyond
the routine snd see what happens. You have to toke it up with 80 =nd 80 =~
tnen you heve to mee Mr. 856 and So Plus Oney he says "I can't pass on that,
take it to So and So Plus Two" —— you conitinue that way, cnd you can't gt it

ecided, you g-t one of these half depinions that don't nean anything. They
hedge sround too mmch. I con't mesn that the opposite 1s neeessary to e
culbrvateds TFor instance, I once had a banker, he wasn't an executive he
thought he was. ™A1l I care sbout is being right 51% of the time® he ssid.
That is just tomfoblery; it isn't even intelligent, and if that msn ~ives himself
& batting average of that figure he bag a lot of terrivory left unecovered.

But to place the nower of decision as clossly ss possible to the point
where actron origimetes 15 what we should strive for. It means developing
subordinstes, it means despeteh. I we can accomplish it, 1t means relief of
the executive overload which 215 one of the chiracteristies of the present

industrial scene, There sre nore men in nmidlle lafe killed today by hcard
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diseases in business by far than ought to be simply because they thank that
all knowledge resides in them -nd they think that the ratro of the inowledge
of the people in the field is in rev rge order to their distence from the
business. ©God help the fellow #ho is rvuled by = men in NHow York and resides
in Kenakansak.,

The changing of detsiled informstion into concrol informet.on as rapidly
as possible as it moves upward through successave organizational levels. How,
we will all agree thet it is importent to have ti}aaly, complete and significant
information. Well, I will give you the opposite of 1t. I served = crient
onee, still a very good friend, whe hed an offaice 1n Kansas City and he had
seven large plante throughout the country. The product was of perisheble
character. I it didn't nmove from the shelves of the gtores into the hands
of the consumer within four weeks {rom the date of manufscture 1t h.d to be turned
back and then rewcrked or given eway. Tou know tnet man dad not et his infore
nabion until six weeks after the food was menufactured and then he didnt't retb
it consolidated; he pot the deteils of the seles sll over the Unated States.
This he had to svard o build up with litYerally 42 accountants around bam,
and perhaps s month or 50 later he'd faind oup thst he had nede 432 or some-
thing, or he =maight have lost something. Toere 1s no sense i1n organizing in
that fashion. That information hed to be noved more to & middle point. As
rapidly as the business moved it hed to be adjusted to the tempo involved an
the situstlion then he hed to get it 28 closely 28 rossible to the achuasl
incident., I told him all thet in language suiuzble t~ the occasion, by indirect
uore than direct assertion. He seid "You know I am anclined to think you arp
right, I never thought of 1i3 I belter change®; and he chenged it. I zave
him 100% for that.

Then there is the paper work; the smount of informctaion that is put
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in detmaled form on paper. How do we renth Judguent shen we do 1% an thais
f%&h_gféh We contrast 2 situation «ith wolch »e cre desling with ne tret
nas /same actlion of our eXperience of the post and we arvive et Judgnents.
That is what we de, that x5 the membal process. I you heve no velid
standerds by which to Judge performance or cost or tize or movenent trrough
space you are lost and 1% 1s very important not to besevil your own thinkaing
by baving 2 mulcitude of things. It is the nardest wng Lo gel facts,and
shey are stubbornly elvsive. The people closest to the srtustion cre the
oned least capable of giving the facts and very olten you have o babile +o
et whet you want, T sat for eleven hours yestorday on one situation and Iaon
8till smerding for lsek of sleep end I was so srought up over 1t leat night
the lagt thing I did was to Just hurl lwmguece to an unresisoang dietaphone,
using *czgé three cylinders which were recked. That means 6,030 words in an
howr and bolf and the girl 15 probebly stuck witn then todey I dare say, bub
it is there,

The next 1s substitubing departuentalizevion lor functionslization wherever
required for large seale wrganieation. How the evolution of organisabion.
The size you may [irst have and when Jou get o medium stage size the necd Tor
functionalization then loses in foree) the larger the organizat_on becoanes
because tle problem of coordination beeopmes graater and gometimes im tops
itself and unler those circunstances you musgt go back o your other P& vern
ané begin to define functionalization and depertmentalizat-on. Io 1e not easy
toc do. One of the best exanples in the world is the Gener.l Hotors Corporation,
I say W study 1% ang try to find in the organization why these thin s were
done and you have added to your capacity for thinking in terms of organization.
Bext in line I put the Catholic Church for this reasone It commancs my respedt
28 an example of organization and for principles of Jdecentralizat.on,
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There are just five jumps from psrish priest to the Pope. I have Lo
wateh out, I night som=times creste tne ,roug ‘mpression. I =might be talking
to some members of ithat perticular falth and they night misconstrue wh t I
say. If they take it in ~he right way it vorks 100%. You show them the
businers of the Catholie Church 13 done with five levels end then show them
they hove eight; that 15 & simple cnalysis. It 13 the juxtapositzion that
even the limitations attached to the inlelligence cf any .usiness sxecutive
snovld be ecusl to mastering. I talked shead of oy point. That 13 the
next point I went to mention, the effective distribution of Isbor, but you
will renember the Catholic Clurch story when you have forgotten this prineciple.
The over-elsboration of orgenization defeavs its cwn asims. Then clashes of
suthority. I don't get distuwrbed over them. I anm a probiy good elashor
ayself but I often see clashes of authoraty. I am dealing right now with
thres zets of “wotvhers in three du:forent orgsnizsircne. I have to keep these
three sots of brobhers gepsrate and sometimes I don't succeed, I narried two
of them off this summer bhinking thad branging #ives into the picture ’m‘alé
be a sbebilizing influence., It didn®t worz. Bub spesking of chaghes of
autbhority - tell a msn who has made & success according to his point of
view thot he has gobt to protect thet sueccess by subordinsbing his point of
view to the visws of tne orgsnissaiion =pd you haove & job., You have a Job
begouse & gnceessful =ep ususlly is positive, ofton cogmatie, cud frequently
wnaware that there is a las of diminishing rstuwrns.

Now then, we place emphasff permenently upon individual authority -nd
rppponsibility. ¥We uwse the Individusl channels mauil they are sxbausted and
then we supplement them by oroup action. Thet 1s tne way vo administer, thet
iz the wey to lay & Toundat.on for sound organizatiom, because after all is
gald and done, orgenizetion expresses iiself through personality.
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In a moment of less control than I ordinarily demonstrate, I flung
my fist waithin the neighborhood of 2 clientfs face in one of these viclent
gestures and I ssid to him, "The trouble witnfgzuﬁhat you are applying 4an.zee
zent by mathematics.” %Ceritainly I am, wnat i1s wrong with that®® gas his
reply. ¥%hat i3 wrong with that - the only mansgement worth while that I
have ever seen is nmensgement by personality and the only thing worth vhaile
in the word oonagenent is the first sylliable., I aon't déspise mathematics;
but I don't believe in concenirating only on the third diglt to the right
of the ueeimsl point. I once h ¢ s elient who wes concerned onlr with that
third digit; he had his faith sedtled by the foet of th % third digat. Tre
opposite extreme is dealing with astromomical figures, saying that 1t tekes
370 1ight yesrg for somsthing to come from Bome stellsr body to the carth.
Doeg anybody here know what 170 light years are? I'11 tell you; it's 6 by
6 by 2 by 24 3 936 with 15 figures following. T used to think I knew
somethang sbout & blllion, but the acding machine broke down the lirst time we
had & billion doliar day in the Federsl Reserve Bank., Host people can'v tmank
in terms of & wmiillion and then you come along walth 170 1i-ht yesrs. There was
& fellow by the name of Charles Falt, who for thirly years, dug sround in the
Hew York Publiec Libreary. I'1l tell you what he was sfter. He woull find cul
that tne good ship Hary fwme arrived an April 15#, 13873 in tne liarbor of Sidney,
Australis, wnd reported that some weeks back the shaip hod swidenly been whuulated
by dust. He sssrched newgpaper smd fomnd
and then tried to find some comnecbion besween ‘oe two. Imagine s non soending
his 1ife on thet, just beecause of his impl-cable determun {iom to .uerrel ~ith
sorence. He wrobe one book in commeciion with astrofiony. He wantew o "now

why ®hen 2 matectr ecomes to tne ezrth and 18 olched wp ob iz gtill red hot and
\
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yeb ib takes 170 light wyeurs %o recch tle esyth. It must have atarted hefore
the Christian era snd yebl 1% is stall hots In nag preface to the book he
said, I givewe you & litile cholce example of his method of expression:

"irm me for drawing wath s redwood tree, furnish me a1th white chalk claffs
to write uvpon, megnify me thousands of times,

and then I might write large enough for ay subject? ¥Wnst a mindl Was he
satisfied with chalk? Yo, he wanted & reducod wvree and wnole ¢lilfs of wrile
chalk, I get & kicx ocut of thei, whenever I think of it.

Alright, now there is & crying need for deceniralization. Tear, personzl
Iimitetions and ipnovance of sowmd principles operate sgeanst it. I don't
take to mathematies bub I vse mathematics a great deel umder protest as the
only way of being precase, I hire s fellow t do my mathenwtics for me. I
have ged upw§riﬁ31@la, that is a formuls, as the result of junyesiments of

330,000 in ten 1ife insurance companies in the 1vst 32 yesrs. I nove been ten
years at it bub I wanted thol one uweasuroment and I ~nle up my and af I cad
to take 50 years to do 1%, I'd do it =nd T hiove zob 1t. These sre companies
dcang busine s in How York Biste, or thot have opersiing exrenses, a8 we def.ne
it, of & It 18 ay hope that thers will be a sel~up *o conirsl tre
movenent of these grest finemeial organizstions. 2312 T econ 4. s fanasn the
information, finish the faets thet I hove; show thadt every sinrle 1life inswrarce
coppany that hag hed dwo billaonsg of lifeb:naﬁr&nca in orge in this generation
hes zpprozizately endersd a period of i1§%shaag reburng. I copect, 2l I lave
lone enough, to £ill fove of these poncercus volumes waith 221 unab stuffl, but
thet is all. I hed to bulld a building to housc the msterinl and I think 1t 1s
the world's finest librory on nensgemendt with twelve lsnguages ropresentsd.

& wonderful break for me is thai somebody Jown here in Washingion suldenly
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decided to brisg it to the LF.C. anf eboted invesuy abing vhe diflerent
iife insursnce compamies ab the expense of the companien thenwelves of many
hundreds of thoussnds of dollaprs and proportionately much sasller exjense to

the tex payer, sud have produced rriceless inform.tion which I hope to gel.

oy

The only trouble 1s the postvronement by the commi-sion of wiri study for 2

Fearor WO

You don*t heve 4o nage a lot of sssumpbions. £ map comes to me and
says "Hr, Hopf, if s¢ and so, and if 50 and 80% - by th U Lime my alienioom
value has been reduced Lo sero, I can't work with thai, ot let me have the
facts, let me be sure they sve eomplete, let me be sure they are somd ond
thet the supposition is sufficlently greot, ana I can do somelhang with those
factg.

4 hundred years 3go thers was an Army surgecn by the nazte of ¢
who practiced up at Fort North Plattdsburg, ¥.¥. One day there wes brought
4o hinm a Freochman, horribly torn by a gunshol wound in the abdomenal region.
By & mdrscle he suceseded in s-ving the san's 1afe, bub his s%ill Bas not equal
to the task of closing thot gap, so it was vouchgafed to hix, of all hun.n
beings, to have the first opoorbunaldy of seeung over a proloaced jeriod of
tame the human organs thst work in the body of 2 human being. He sade 116
experiments on that nen, and the oan becanse fed up in more ways inzn one and
he skipped. They brought him back 2nd tried another two jears experiment with
him and the result absolutely overturned all the exnsting xnowledge concerning
the digestion . He turned the wnformation over to the Hedical Soecioty in
Boston and this is what he s2ld in the preface of th.b —epori; PI submit o
bhody of facts which csonot be dored, ny opinions can not be 3
sty opin.ons mey be d-ubted, denled, or arproved nccording t- wastber iLhey
sgree or not with the opinions of the person who reads them, bub they are
Incontrovertible fucts. You will find & reprint of that on the shelves an
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the 1ibrary of the Harvard Hedical Saciebly.

How I =111 get to the final stetus. I want to show you how I arrived
st wy own philosophy with respect to organization, It will just itzke a few
mrnubes and perhaps will live In your memory when other tnings are forgotten,
I say, without immodesty, that I am the best posted men in the world on the
literature of manascsement. I will challenge anvone to meniion any bock that
is distinetly a mapagement book concerning whach I cannot give a reasocasble
deseraipbion of right here, standing on this platform, and whether .t 1s in
English, French, German, Czech, Polish, or sny other language. I'd llke to
get & raise out of thas. T almost forgot, forgive me Gentlemen, but we aon't
stand on formelity., I don't lake to be formal, but I have to behave myself
sometimes. I figured that Colonel Hiles, wath that smule, could not be anytoing
but a libersl chap.

There is8 a book calzed *Industrial and General Administration® wratien
by & French enginmer called Fayre, which was published after the World War
and represents descraptive schools of thought radically different. He bases
his whole phrlosophy of management or t