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INTRODUCTION TO THE SECOND EDITION

A DECADE is not a long period in the history of ideas, but the
last decade has not been an ordinary one, nor one without con-
sequence for a book that is subtitled "A Study of Decision-Mak-
ing Processes in Administrative Organization.” | suppose that |
might claim some sort of prophetic gift in having incorporated in
the title and subtitle three of the currently most fashionable words
in social science—"behavior," "decision-making," and "organiza-
tion." Prophecy was not really necessary, however, to do this.
Advances in human knowledge, even more than other events, cast
very long shadows before them; and there were many reasons for
forecasting (as early as 1942, when the bulk of the book was first
written) some of the general directions these advances would take.
Indeed, the fact that similar forecasts were made by many scien-
tists, approaching the same general range of problems from very
diverse angles, has been a major factor in bringing about the
extraordinary advances we are now seeing in this area of knowl-
edge.

My present forecast—and a rather confident one—is that when
a second decade has passed this book will sound a bit old-fashioned.
But the time has not yet arrived when the results of the current
rapid advances in the behavioral sciences can be incorporated in
a simple and coherent framework, or when their implications for
organization and administration can be fully interpreted and
assessed. Hence, | believe the analysis of human behavior in or-
ganizations that is incorporated in Administrative Behavior will
for some time continue to be useful to behavioral scientist and
administrator alike.

The principal aim of this Introduction to the revised edition
of Administrative Behavior is to clarify and elaborate upon some
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of the central ideas with which the book deals, in the light of what
organization theorists have learned over the past decade. | have
few, if any, major changes to propose in the basic conceptual
framework. Instead, | take this opportunity to supply added em-
phasis to the propositions in the original text that now, by hind-
sight, appear to me the most significant for the science of organ-
ization and its application to practice; and to discuss the relation
of the book to some of the important developments in theory that
have taken place since its publication.

The subject matter of organization theory is of considerable
interest to a wide range of people in our society today—on the
one hand, to administrators and executives Jn business and gov-
ernment; on the other hand, to economists, political scientists,
social psychologists, and sociologists. When a practitioner picks
up a copy of this book, he will be searching for rather different
things than will a scientist; and even among socia scientists
the interests and vocabularies are sufficiently diverse so that al
parts of the book will not be of equal interest to all readers.
In the first section of this Introduction | shall comment on the
structure and organization of the book so that the reader, what-
ever his special interest, can more readily find his way through it.

The second section of the Introduction is addressed particu-
larly to practitioners—in it, | shal try to indicate how the decision-
making theory set forth in the book can be applied to practical
organization problems. The third section undertakes a correspond-
ing orientation for behavioral scientists, by discussing the relation
of organization theory in general, and the theory proposed here
in particular, to other frames of reference in the social sciences.
The fourth, and final, section is devoted to comments on some
specific topics in the several chapters of the book.

STRUCTURE OF THE BOOK

f\'  Anyone who tries to write a book soon learns that there is a

jI fundamental incompatibility between the simple linear sequence of

||words that he has to set down, on the one hand, and the complex
gwth of his thoughts, on the other. To meet this difficulty, he
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combs out his thoughts, as best he can, into long strands, and ties
them together in as orderly a manner as possible. While preserv-
ing the most important relations in the pattern of his ideas, he
sacrifices the others.

The basic plan of Administrative Behavior may be described as
follows:

Chapter | is a general introduction and summary.

Chapters Il and 111 (together with the Appendix) seek to dear
out some methodological underbrush so that the task of construct-
ing the theory can begin.

Chapters IV and V represent the core of the book. In these
chapters is proposed a theory of human choice or decision-mak-
ing that aims to be sufficiently broad and realistic to accommodate
both those rational aspects of choice that have been the principal
concern of the economist, and those properties and limitations of
the human decision-making mechanisms that have attracted the
attention of psychologists and practical decision-makers. Because
these chapters deserve more attention, but have in fact received
less, than other parts of the book that seem to me far less funda-
mental and significant, |1 shall pay particular attention to them
in the present introduction, and shall try to dispel some of the
fog that has surrounded them.

Chapter VI is in the nature of a diversion—a necessary diver-
sion, but a diversion none the less. Whereas the rest of the book
.Js concerned largely with what goes on "inside" administrative
organizations, Chapter VI discusses what takes place at their
boundaries—"the nature of the decisions that human beings make
to join organizations or to leave them. The theory set forth inthis
chapter is largely a restatement of the ideas of Chester Barnard,
who first provided a systematic framework for discussing the
human motivations that are involved in the "decision to belong."
Chapters V11 through X return to the main theme—the study
of the decision-making processes that are internal to organiza-
tions. The task of these chapters is to describe the mechanisms
that exist in organizations to influence the decisions of their memr
hers, to bring about consistency among those decisions, and to
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guarantee that the decisions will be compatible with over-all or-
ganization goals.

The material of these later chapters rests squarely upon the
structure of theory erected in Chapters 1V and V, and one techni-
cal innovation introduced in those chapters provesto be of crucial
importance to the analysis. Instead of takine decisions as basic
unanalyzable units, we regard the process of human choice as a.
NN HANN A MMM AN It is therefore

ie premise (anda larg'g' Ber of*Mse are combined in every
decision) rather than the whole decision that serves as the smallest
unit of analysis.

The importance of breaking decisions into their component
premises can be illustrated in many ways, of which | shall mention
one. Discussions of administrative centralization and decentraliza-
tion often bog down on the question: "Who really makes the
decisions?' Such a question is meaningless—a complex decision
is like a great river, drawing from its many tributaries the in-
numerable component premises of which it is constituted. Many
individuals and organization units contribute to every large deci-
sion, and the problem of centraHzation and decentraHzation is a
problem of arranging this complex system into an effective scheme.

Four chapters (VII to X) are concerned, then, with the study
of the streams of decision premises and the ways in which these
premises converge to influence the decision-making of organiza-
tion members. (Cf. also pages 11-16.) Chapter VI is devoted
to the authority mechanism, and Chapter VIII to the other com
munication processes that are used in organizations to influence
and Hnk together the component choice processes of their mem-
bers.

Chapters 1X and X deal with what are perhaps the two most
important special classes of decision premises included in this
stream. The criterion of efficiency, considered in Chapter IX, is
important for conserving the scarce resources the organization has
at its disposal for accomplishing its tasks. The loyalties to goals
and groups (identifications) described in Chapter X bring about
a meshing of the subgoals of components of an organization with
the goals of the whole organization to which these units belong.
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in Chapter XI these several elements in the process of composite
decision are brought together again in a description of the process
as a whole. Here the method of analysis that has been developed
in the previous chapters is brought to bear, by way of application
and illustration, upon the planning and control processes in organ-
ization and upon the problem of centralization and decentraliza-
tion.

The basic structure of the book, then, may be outlined quite
simply as follows: It consists of four strata of problems, each of
wliich has to be solved in order to provide a basis for dealing with
the next.

1. In Chapters Il and Il we dea with certain methodological
issues in order to be ableto analyze the structure of human rational
dioice.

2. In Chapters IV and V we construct a theory of rational
choice in order to be able to understand the influences that come
to bear upon decision-making in an organizational environment.

3. In Chapters VII through X, we examine these influence
processes in detail in order to haye a basis for discussing the
effects of organization itself on the decision-making process.

4. In Chapter X1, we illustrate how the analysis can be used to
deal with questions of organization structure.

Chapter VI is inserted along the way to provide a motivational
link between the individual and the organization—"to explain,
that is, why organizational influences, and particularly the in-
fluence of authority, are such effective forces in molding human
behavior.

In Its genesis the book developed in reverse order—from the
top stratum down. When | attempted twenty years ago to find
answers to some questions of municipal organization—e.g.,
whether a recreation department should be administered by the
school board or the city government, or how the city planning
function should be organized (see pages 212 and 244)—I dis-
covered that no theory existed that could provide the answers,
and | was forced into an analysis of the ways in which organiza-
tion affects hiunan choice. Finding no better answers to this new
stratum of questions, | thought it necessary to reexamine the
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theory of rational decision-making. The latter task required me,
in turn, to settle in my own mind some basic problems of logic.
At this point the regress came to an end—"partly, | hope, because
the foundations were now firmer. This book records the answers
I found to these successive layers of questions about administra-
tive organization and about the nature of rational human choice.

LESSONS FOR ORGANIZATION

| wish that I could now soften the indictment that | brought in
the first edition of this book (page 38) :

Administrative description suffers . . . from superficiality, over-
smplification, lack of realism. ... It has refused to undertake the
tiresome task of studying the actual alocations of decision-making
functions. It has been sdtisfied to speak of "authority,” "centraliza-
tion,” "span of control,” "function," without seeking operational defi-
nitions of these terms.

Alas, the indictment stands. A few weeks ago, | heard the
chairman of the board of a very large and successful American
corporation discuss the procedures his company uses for reaching
decisions on questions of the highest importance—questions that
reach the level of the board of directors. At a loss for words or
a scheme of analysis, he had to resort to a homely and inadequate
parable about the decision processes he had observed in a shopping
expedition with his wife. And so it goes. We talk about organiza-
tion in terms not unhke those used by a Ubangi medicine man to
discuss disease. At best we live by homely proverbs (and | quote
another executive): "The important thing about organization is
to have the right man in the right place." At worst we live by
pompous inanities. "The relationship between a delegant and his
deputy arises from delegation and is invariable in character."

NOrganization” versus "Personality”

Does it really matter? The case for the defense was made to me
fcy another executive in a recent conversation (and it could have
bctR quoted frmn W\ one of a hundred such conversations, so
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common is the attitude it expresses) : "l used to think that or-
ganization was important, but now | think it is much more a
matter of personality. The important thing is the man. If he has
drive, ability, imagination, he can work in almost any organiza-
tion."

Personality! Truly a magical slogan to charm away the prob-
lems that our intellectual tools don't handle. (A valuable word,
too, for avoiding too heavy a debt to others for one's success.)
But in what vacuum is personality formed? Is a man's language
independent of the language of his fathers; his attitudes divorced
from those of his associates and his teachers ? Does a man live for
months or years in a particular position in an organization, ex-
posed to some streams of communication, shielded from others,
without the most profound effects upon what he knows, believes,
attends to, hopes, wishes, emphasizes, fears, and proposes?

And if organization is inessential, if all we need is the man,
why do we insist on creating a position for the man? Why not
let each create his own position, appropriate to his personal abili-
ties and qualities? Why does the boss have to be caled the boss
before his creative energies can be amplified by the organization ?
And, finally, if we have to give a man some measure of authority
before his personal qualities can be transformed into effective
influence, in what ways may his effectiveness depend on the man-
ner in which others are organized around him?

The answer is simple. Dreanization is important, first, because
in our society, where men spend most of their waking adult lives
in organizations, this environment provides much pr tne torce
ISia”molHs"an3 Hevdop™ qualities and habits (see espe-

um N Eaplgff Thar v is important,
second, because it provides to those in responsible positions the
means for exercising authority and influence over others (see
especialy Chapters VII and VIII). We cannot understand either
the "input” or the "output" of the executive without understand-
ing the organization in which he works. His behavior and itseto”
on others are functions of the organizational situation in WHES

he is placed.
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The Meaning of Organisation

Part of the difficulty and part of the resistance to analyzing the
organizational factors in executive behavior stems from mis-
understanding of the term "organization." To many persons, or-
ganization means something that is drawn on charts or recorded
in elaborate manuals of job descriptions, to be duly noted and
filed. Even when it is discussed by some of its most perceptive
students—for example. Colonel Urwick—it takes on more the
aspect of a series of orderly cubicles contrived according to an
abstract architectural logic, than of a house designed to be in-
habited by human beings. And the Departments of Organization
that one finds in large corporations and governmental agencies
more often reinforce than dispel, by their activities, this stereotype
of what is involved in "organization."

In the pages of this book, the teMij2ZN*MwrfjNio« refers to the
complex pattern of communications and other relations in a erouo
ANNNQseBg”MMiNhis pattern provides to each member of the
group much of the information, assumptions, goals, and attitudes
that enter into his decisions, and provides him also with a set of
stable and comprehensible expectations as to what the other mem-
bers of the group are doing and how they will react to what he
says and does. The sociologist calls this pattern a "role system";
to most of us it is more familiarly known as an "organization."

Much of what an executive does in an organization has its
principal short-run effect on day-to-day operations. He makes a
decision about the setting of a price, a contract for materials, the
location of a plant, an employee's grievance. Each of these has an
immediate effect in settling the specific question before him. But
the most important cumulative effect of this stream of decisions
and refusals to-decide—"like the erosion of a small but steady
trickle of water—is upon the patterns of action in the organiza-
tion around him. How will the next contract be made? Will it be
brought to him at al, or handled by his subordinates? What
preparatory work will have been done before it reaches him, and
what policies will guide those who handle it? And after the next
contract, what about the next ten, and the next hundred?
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Every executive makes his decisions and takes his actions with
one eye on the matter before him and one eye on the effect of this
decision upon the future P tt€rn---that isto say, upon its organiza-
tional consequences (see page 144). WlienTrg,,mSI3Jegji tian to
fesginfcMi“mequinces, he is concerning himself with organ-
isation.

Understanding Organisation: Identifications

Perhaps the most illuminating place to start one's thinking about
organization is with one's own job. What identifications do | have
(Chapter X) ? What are my attachments to goals and to organiza-
tion units? What are the important situations in my work where
| have to choose between competing goals and loyalties ? What do
the choices | have made in such situations show about my values
and the values that others in the organization will impute to me?

A next step consists in finding how these goals and loyalties
have come to be and what maintains them. In speaking to groups
of executives, | have sometimes constructed an imaginary con-
versation among a sales manager, a production scheduler, a factory
department head, and a product design engineer. The four are
discussing some of their mutual problems that arise in the course
of designing, producing, and selling the company's product. Each,
of course, is trying to induce the others to make changes in their
methods of operation that will make his own job easier. | put
together this conversation as an exercise in the predictive value of
organization theory—I simply assumed that each actor in the
drama would be sensitive to a particular problem in proportion to
the volume and vigor of the communications he received. Starting
from this obvious premise, it did not require any profound analysis
to predict that the sales manager would be most concerned with
customers' desires for low price, prompt delivery, and product
quality; that the scheduler would desire predictability of sales;
that the factory man would urge longer lead times and less reck-
less promises to customers; that the design engineer would com-
plain about the inflexibility of the factory in introducing design
improvements; and so on.
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Because | do not give names or faces to my actors, the pre-
dictions of their behaviors must depend on matters of organiza-
tion rather than personality. Yet each time | have repeated the
drama, several members of the audience have wanted to know
whether the conversation was not based on familiarity with their
companies. They found it hard to beUeve | was not talking about
Joe, their sales manager, and Jim, their engineer.

Understanding Organisation:  Authority

Now if an executive can construct such an imaginary conversa-
tion for himself and his associates, he is well on his way toward
understanding how organizational position molds beliefs and atti-
tudes. He has taken the first step also toward andyzinehow"=.be-
liefs anH"aH!uHes~migKt e moJilred"IDy changing”;*g"floj"jof
communications inthe organization. He can turn his attention
next to the authority he exercises and the authority that is exer-
cised by those around him (Chapter VI11).

How far can | take for granted the authority | employ in get-
ting my job done, and what are the particular circumstances under
which | must concern myself with it? Do people do what | want
done (or better, what needs to be done) because | have the power
to fire and to promote? Do the attitudes of fellow employees sup-
port or undermine the ready acceptance of authority? Is authority
ayoke, or a more or less accepted procedure for the orderly con-
duct of business?,

If one asks these questions seriousy—"and with a determination
to avoid gross self-deception—one comes inevitably to consider
the motivations of people for accepting or rejecting authority, or
for remaining in the organization at al (Chapter V1). And this
raises a new set of organizational questions: What conditions do
we have to create and maintain in this organization so that au-
thority will become one of the effective instruments for getting our
job done? How can we supplement the obvious sanctions that
every employer possesses with the even more powerful sanctions
of legitimacy and confidence?

INTRODUCTION TO THE SECOND EDITION XIX
Organisation Sructure: The "Big" Questions

Up to this point | have deliberately avoided talking in terms of
the big and dramatic questions of departmental reorganization—e
Shall we centralize or decentralize; strengthen the line or the staff;
organize by product or by process? | have done so because these
large issues are often discussed in a wholly formal and dehuman-
ized way, as though they had nothing to do with human behavior,
and as though they were something apart from the everyday con-
cerns of the executive.

The point of view taken in this book is that reorganization—
the reshuffling of departments, or what not—if it has any point
at all, makes that point through its effects on the behaviors of
individual executives and groups of executives. That is to say, it
works through the mechanisms we have already been considering
—identifications and loyalties, au™ioritv, rommunications®
the introductory description of these influences on pages ii—Io,
and the retrospective summary on pages 221-228.) An executive
who wants to understand the issues of large-scale organization
may well begin with the analysis of the organization immediately
around him. When he has done that, he will have some basis for
visualizing and predicting in terms of actual human behaviors the
possible effects and consequences of reorganization on a larger
scale. He will be somewhat immunized against the most virulent
strains of "chartism" and "directivltis."

Example i: Accounting Organisation. Let us consider a con-
crete example, the organization of accounting departments in large
business firms. | should like to describe briefly how the methods
of this book were applied in an investigation of this problem.®

The question, an important one to modern controllers, may be
posed thus: How should a company's accounting department be
organized in order that the data it assembles will be of the greatest
usefulness to the operating executives of the business in making
decisions and solving problems?

1This discussion is based on a report of a study, carried out in collaboration
with Harold Guetzkow, George Kozmetsky, and Gordon Tyndall: Centralisation
V. Decentralisation in Organising the Controller's Department (New Y ork: Con-
trollership Foundation, Inc., 1954).
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To answer this question, it was necessary, first, to determine
what important types of decisions are made by operating execu-
tives; how accounting data might be useful in making these de-
cisions, and at what point in the decision-making process the data
could most usefully be injected. By observation of the actual
decision-making process, specific types of data needs were identi-
fied at particular organizational levels—"the vice presidential level,
the level of the factory manager, and the level of the factory
department head, for example—each involving quite distinct prob-
lems of communication for the accounting department.

Out of the analysis of data requirements, and the specific loca-
tions where these needs have to be met, a pattern of accounting
department organization was developed that would be effective in
providing data for operating executives. For example, there was
proposed at the factory department level one or more accounting
analysts, thoroughly conversant with operations, who can help
department heads interpret and trace costs through the monthly
and other periodic cost statements. At higher levels, on the other
hand, it was suggested that there might be needed a small number
of strategically placed groups of analysts largely occupied with
special studies rather than periodic reports—analyzing the costs
and savings associated with possible changes in operating methods
and equipment.

These brief statements only suggest the more complete analysis
of accoimting organization problems that was carried out in this
particular research study. Our present interest lies in the study's
implications for the technique of organizational analysis and re-
organization. (1) The core of the study was an analysis of the
way in which decisions actually were made arid the locations of
important decision functions in the organization. (2) The recom-
mended organizational pattern for the accounting department was
built around its task of informing and influencing these operating
decisions. (3) The recommendations for organizational change
were to be implemented by bringing about changes in the commu-
nication patterns—in the patterns of who-talks-to-whom-how-
often-about-what—rather than by formal changes in organization
charts.
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Example 2: "Growing" a New Organisation. The Economic
Cooperation Administration was created in the spring of 1948 to
handle the Marshall Plan—at that time a quite novel type of
foreign aid program. Our theory would lead us to predict that
the most pressing organizational problem in the early months of
the agency's existence would be to create a clear and simple picture
of its mission. Only in this way could the "limits of rationality"
described in Chapter V be transcended and the agency's executives
provided with a coherent environment for their decisions.

This indeed proved to be the case. In the course of the first few
weeks of ECA's existence, its top administrators were able to
develop a set of guiding principles that provided some of the key
decision premises on \vhich its activity rested. Then, and only
then, did the organization structure take form. Of the nascent
organization units that had already come into existence, those that
were consistent with these principles continued to grow and de-
velop ; the others withered. From an analysis of the key decision
premises, one could predict the main outlines of the decision-
making process in the agency, and from the decision-making
process the important features of organization structure.®

Example 5/ Prodtict Development Industries that are initially
based on a radically new technology typically go through several
stages with respect to product development and improvement. In
the first phase, the principal source of product improvement ideas
is usually in the new technology itself and the sciences underlying
it. Thus, in the automotive industries during this phase, technical
leadership depended heavily on basic improvements in the internal
combustion engine, transmissions, and so on. At a later stage,
product improvement became more and more a matter of adapta-
tion to end use.

An analysis of "new idea" sources in these two phases would
show that different types of research and development skills were
needed, and different communications patterns between the engi-
neering departments and their environments. In the long run,
events forced the appropriate organizational changes on most com-

2 See "Birth of an Organization: The Economic Cooperation Administration,"
Public Administration Review, 13: 227-736 (Autumn, 1953).
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panies, but systematic organizational analysis of the product
development problem could have brought these changes about
more promptly and profitably in many cases. It can already be
predicted that the same problem is going to be faced by the elec-
tronic computer industry over the next several decades.

These three examples may serve to indicate how the methods of
analysis proposed in this book can be applied to specific organiza-
tional problems. The key to the process isto develop a careful and
realistic picture of the decisions that are required for the organiza-
tion's activity, and of the flow of premises that contribute to these
decisions. To do this, one needs a vocabulary and concepts that
focus upon the significant and dismiss the irrelevant. The reader
can decide whether the vocabulary and concepts proposed here
enable him to deal with organizational problems in a more funda-
mental way than is permitted by the homely wisdom that has
passed for organizational analysis in the past.

ADMINISTRATIVE BEHAVIOR AND CONTEMPORARY
BEHAVIORAL SCIENCE

Up to this point, we have been concerned primarily with Chap-
ters VII to XI, which | described earlier as the first and second
strata of the book's structure. | should like to excavate a little
deeper now, down to the third stratum, consisting of Chapters IV
and V. These chapters treat of rational human decision-making.
Perhaps the simplest way to explain their organization is to answer
the following two questions:

1. What is the reason for the preoccupation of these chapters
with rational behavior?

2. What is the reason for their emphasis on the limits of ra-
tionality?

| shall try to provide the answers to these questions in the next
two sections and then proceed in subsequent sections to discuss
the relation of this theory of behavior with others now current in
the behavioral sciences.
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Rational Behavior and Administration

The social sciences suffer from a case of acute schizophrenia
in their treatment of rationality. At one extreme we have the
economists, who attribute to economic man a preposterously
omniscient rationality. Economic man has a complete and con-
sistent system of preferences that allows him always to choose
among the alternatives open to him; he is always completely aware
of what these alternatives are; there are no limits on the com-
plexity of the computations he can perform in order to determine
which alternatives are best; probability calculations are neither
frightening nor mysterious to him. Within the past decade, in
its extension to competitive game situations, and to decision-mak’
ing under uncertainty, this body of theory has reached a state of
Thomistic refinement that possesses considerable normative in-
terest, but little discernible relation to the actual or possible be-
havior of fiesh-and-blood human beings.

At the other extreme, we have those tendencies in socia psy-
chology traceable to Freud that try to reduce all cognition to affect.
Thus, we show that coins look larger to poor children than to
rich (Bruner and Postman), that the pressures of a social group
can persuade a man he sees spots that aren't there (Asch), that
the process of group problem-solving involves the accumulation
and discharge of tensions (Bales), and so on. The past generation
of behavioral scientists has been busy, following Freud, showing
that people aren't nearly as rational as they thought themselves to
be. Perhaps the next generation is going to have to show that
they are far more rational than we now describe them as being—
but with a rationality less grandiose than that proclaimed by
economics.

This schizophreniais reflected in Chapters 1V and V. To anyone
who has observed administrative organizations, or has concerned
himself with their theory, it seems obvious enough that human
behavior in organizations is, if not wholly rational, at least in
good part intendedly so. Much behavior in organizations is, or
seems to be, task oriented—and sometimes efficacious in attaining
its goals. Hence, if we are to give a psychological explanation-pf
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human behavior in organizations, the psychological theory we
employ must be one that has room in it for rational behavior.

It seems equaly apparent to one who observes behavior in
organizations that the rationality exhibited there has none of the
global omniscience that is attributed to economic man. Hence, it
is no solution of the problem simply to chuck psychology over-
board and place the theory of organization on an economic founda-
tion. Indeed—"and | shall elaborate upon this point in the next
section—it is precisely in the realm where human behavior is
intendedly rational, but only Umitedly so, that there is room for a
genuine theory of organization and administration.

The Limits of Rationality

In one sentence, the thesis of Chapters IV and V is this: The
central concern of administrative theory is with the boundary be-
tween the rational and the non-rational aspects of human social
behavior. Administrative theory is peculiarly the theory of in-
tended and bounded rationality—of the behavior of human beings
who satisflce because they have not the wits to maximise.

This thesis is discussed explicitly at three points in the book:

in an introductory way on pages 38-41; in relation to the psy- .

chology of decision-making on pages 80-81; and in its implica-
tions for administration on pages 240-244. The reader may find
that an examination of these pages will provide him with useful
guidelines for the reading and interpretation of Chapters 1V
and V.

Chapter 1V prepares the way for the description of human ra-
tionality in organizations by depicting the more global rationality
of economic man, and hy showing what conditions would have to
be met for a man to make his choices in the manner assumed by
economic theory. Chapter V then undertakes to specify the ways
in which actual behavior deviates from the economic model, and
the role that the organizational environment plays in such be-
havior.

At the time these chapters were written the model of economic
man was far more completely and formally developed than the
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model of "administrative man" (partly because of the preoccupa-
tion of psychologists with the non-rational). Consequently, the
limits of rationality were defined in the book largely as residual
categories, and the positive characterization of the process of
choice is very incomplete.

During the past several years, | have had occasion to return to
the problems treated in Chapter V, and to construct a model of
rational choice that would incorporate the actual properties of
human beings, and at the same time retain some of the formal
clarity of the economic model. | have reported on this work in
detail elsewhere”™ As it has turned out, two crucial amendments
are needed to change the economic man of Chapter IV into the
man of limited rationality of Chapter V whom we recognize
from everyday life:

I. While economic man maximizes—selects the best alternative
from among al those available to him; his cousin, whom we shall
cdl administrative man, satisfices—looks for a course of action
that is satisfactory or "good enough.” Examples of satisficing
criteria that are familiar enough to businessmen, if unfamiliar to
most economists, are "share of market," "adequate profit,” "fair
price *

2. Economic man deals with the "real world" in al its complex-
ity. Administrative man recognizes that the world he perceives is
a drastically simplified model of the buzzing, blooming confusion
that constitutes the real world. He is content with this gross simpli-
fication because he believes that the real world is mostly empty—
that most of the facts of the real world have no great relevance
to any particular situation he is facing, and that most significant
chains of causes and consequences are short and simple (see
pages 68-70). Hence, he is content to leave out of account those

3See "A Behavioral Model of Rational Choice,” in the Quarterly Journal of
Economics, February, 1955; and "Rational Choice and the Structure of the
Environment,” in the Psychological Review, April, 1956; both of which are
reprinted in Models of Man (New York: John Wiley & Sons, Inc., 1956). A
very similar point of view is developed by W. Ross Ashby in his Design for a
Brain (New York: John Wiley & Sons, Inc., 1952).

4 See, for example, R, M. Cyert and James G. March, "Organizational Factors
in the Theory of Oligopoly,” Quarterly Journal of Economics 70:44-64 (Fe$f?
ruary, 1956)." -~-JMh
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aspects of reality—and that means most aspects—that are sub-
stantially irrelevant at a given time. He makes his choices using
a simple picture of the situation that takes into account just a
few of the factors that he regards as most relevant and crucial.

What is the significance of these two characteristics of ad-
ministrative man? First, because he satisfices, rather than maxi-
mizes, administrative man can make his choices without first
examining all possible behavior alternatives and without ascertain-
ing that these are in fact all the alternatives. Second, because he
treats the world as rather "empty,” and ignores the "interrelated-
ness of al things" (so stupefying to thought and action), ad-
ministrative man is able to make his decisions with relatively
simple rules of thumb that do not make impossible demands upon
his capacity for thought.

This description of administrative man is essentially a develop-
ment and formalization of the description in pages 81—84 of
Administrative Behavior. But how do we know that it is a correct
description—more accurate, for example, than the model of eco-
nomic man? The first test, and perhaps not the least important,
is the test of common sense. It is not difficult to imagine the
decision-making mechanisms that administrative man would use.
Our picture of him fits pretty well our introspective knowledge of
our own judgmental processes as well as the more formal descrip-
tions that have been made of those processes by the few psy-
chologists who have studied them.®

Formalization of the theory over the past several years—as
exemplified by the papers cited in footnote 4 and by subsequent
work—"has made a sharper test possible. For within the past six
months, Allen Newell and | have succeeded in describing in detail
a decision-making mechanism capable of exhibiting certain com-
plex human problem-solving behavior—specifically, the discovery
of proofs for theorems in logic” In fact, we are now able to

5See, for example, Max Wertheimer, Productive Thinking (New York:
Harper & Bros> 1945), and A. D. de Groot, Het Denken van den Schaker
(Amsterdam: Noord-Hollandsche Uitgevers Maatschappij, 1946).

6 For an account of the general approach represented by this work, see Allen
Newell and Herbert A. Simon, "The Logic Theory Machine,” Transactions on
Information Theory, Institute of Radio Engineers, Vol. IT-*, No. 3 (September,
1956), pp. 6i~79.
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simulate such complex human behavior, using this decision-making
program, with the aid of an ordinary electronic computer. A more
complete description of our results will have to be left to other
publications. They are mentioned here simply to emphasize that
| do not regard the description of human rationality in Chapters
IV and V as hypothetical, but as now having been verified in its
main features.

Relation to Current Developments in Formal Decision Theory

It is interesting and even a bit ironical that at the very time
when we are learning to build reasonably precise and empirically
verifiable theories of rational human decision-making, there should
be a vigorous renaissance of theorizing about economic man. This
renaissance stems largely from the remarkable progress in game
theory, owing to von Neumann and Morgenstern, on the one
hand; and the equally remarkable and closely related progress in
statistical decision theory, owing to Neyman and Pearson and to
Wald, on the other. The reader who is interested in a fuller ac-
count of these developments will find an extensive bibliography
in Ward Edwards's "The Theory of Decision-Making," Psycho-
logical Bulletin, July, 1954.

These developments came upon the world of social science with
such suddenness, a decade or so ago, that they tended to be re-
ceived as a single unanalyzed package; hence, the various individ-
ual parts of which they are constructed have never been fully
dissected. There are at least five separate and distinct concepts,
al of them important, built into the structure of the von Neumann
and Morgenstern game theory:

(i) The idea of representing possible future behavior as a
"tree," with a number of branches radiating from each choice
point; so that the individual must select at each such point the
appropriate branch to follow (see page 6y). This concept is much
older than the modern theory of games, being traceable in pub-
lications at least back to 1893. It is intuitively familiar to most
chess players and to psychologists who have run rats through
mazes.
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(2) The idea of taking the minimax (selecting the branch that
will give the best result in the face of a malevolent opponent) as
the definition of the rational choice in a competitive situation (see
pages 71-72). This concept, too, has a long history. Again, it is
known intuitively to chess players, and was formally described as
early as 1912 by the logician Ernst Zermelo.”*

(3) The idea of using a mixed strategy (e.g., bluffing) in a
competitive situation to prevent one's move from being found out
by the opponent. The proof that there always exists a "best"
strategy in this sense is the principal new contribution in von
Neumann's 1928 paper.

(4) The idea of defining rational choice in competitive situa-
tions with more than two players in terras of the possibilities of
forming coalitions. This was the important new idea proposed in
1945 with the publication of The Theory of Games and Economic
Behavior. Even up to the present time, this idea has had only
sketchy development and little application.

(5) The demonstration that, in the face of uncertain choices,
where only the probability distribution of outcomes is known, an
assumption of consistent choice is tantamount to the assumption
that the decision-maker has a cardinal utility function and is choos-
ing so as to maximize its expected value. This idea can be traced
back to the English philosopher Frank Ramsey (1926), but was
brought back to attention by game theory.

The theory of rational choice in Administrative Behavior in-
corporates item (i) of this list, but not items (2) through (5),
which characterize economic man rather than administrative man.
This vital distinction has been overlooked by even as perceptive
and sympathetic a critic as Andreas Papandreou, who has said of
Administrative Behavior that it "brought together under one con-

"Of course everything is intuitively obvious by hindsight, but (i) and {2)
really are obvious to inveterate game-players1 When | was a high school stu-
dent, | wrote out the complete game tree for tic-tac-toe (it is quite manageable
if one takes account of the symmetries) to persuade myself that the game is
drawn if both players play correctly. On the history of game theory, see Denes
Konig, Theorie der Endlichen und UnendHchen Graphen (Leipzig: Akademische

Verlogsgesellschaft, 1936), Chap. 8.
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ceptual roof Barnard's concept of organization and von Neumann
and Morgenstern's concept of a game of strategy.” *

One cannot help being impressed by the virtuosity that has been
exhibited in this area during the past decade, the beauty of some
of the results, and the possible application of these results as
normative rules for decision-making under certain rather restricted
circtimstances® What needs to be made clear, however, is that the
theories of human choice and of organization developed in this
volume rest on a very different description of rational man than
do game theory and statistical decision theory. That description |
have already sketched out in the previous section.

If we are to find a "common conceptual roof" under which
both economic man and administrative man can live, that roof
can include only item (i) of the above lis—"the "tree" of possible
future behaviors. Remarkably enough, this tree provides aso the
central concept for another theoretical development of the past
decade that has attracted wide attention—"the theory, owing to
Shannon, Wiener and others, of selective information. The Bush-
Mosteller learning theories, in turn, make use of this very same
notion, probably derived by way of the Shannon theory. The
fact that this concept has been seized upon independently in such
a variety of contexts to provide a framework for a theory of
behavior suggests that it represents the real core of the new

behavioral Zeitgeist}®

8"Some Basic Problems in the Theory of the Firm," in Bernard F. Haley (ed.),

A Survey of Contemporary Economics, Vol. Il (Chicago: Richard D. Irwin,

1952), p. 184. | am afraid that | would have to disclaim credit for this feat in

any event, since the preliminary version of Administrative Behavior was com-

pleted before the Theory of Games appeared, and | was able to show only briefly

the implications of the latter for the former in the 1947 edition of my book.

The more fundamental objection, however, is Papandreou's failure to note the
very different pictures of rational man drawn by Barnard and me, on the one
hand, and by the game theorists, economists, and statistical decision theorists,

on the other.

® Most of our research at Carnegie Institute of Technology on normative rules
for production and inventory control belongs to this line of development, as do

the important developments that have taken place in linear programming. This

matter is discussed further in Models of Man, op. cit.

10| have cited only a few of the most striking instances of theories in whicli

this idea of a behavior tree has cropped up in recent years. Its emergen(;» caat

be traced back convincingly to the early development of Boolean algebra, “gw-" "

boHc logic and set theory.
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Relation to Some Current Developments in Sociology

The increasing interest in hiiman choice exhibited by economics
has been paralleled in social psychology and sociology. It will be
convenient to focus our discussion on two terms: "role" and
"action."

Role Theory. The concept of role provides the standard "socio-
logical" explanation of behavior—the captain goes down with his
ship because he has accepted the role of captain, and that is what
captains do in our culture. The term is not much used in Adminis-
trative Behavior, but it might easily have been if my linguistic
habits had been formed in sociology instead of political science
(see, eg., pages 100-102). The utility of the term is limited,
however, because it has never been given a sufficiently precise
definition.

In its original connotation of a dramatic part, "role" implies
too specific a pattern of behavior. A mother does not have set
lines to speak; her role behavior is highly adaptive to and
contingent upon the situation in which she finds herself. More-
over, there is room for all sorts of idiosyncratic variation in the
enactment of a socia role. Now those sociologists who employ the
concept of role point out al these qualifications, but do not tell
us how to incorporate them in the definition of role, and hence
fail to indicate just how that theory should be used for the pre-
diction of behavior.

Herein lies the significance of my earlier comment that in a
theory of human choice, the decision is too gross a unit of analysis
and must be dissected into its component premises. The difficulties
in role theory drop away if we adopt the viewpoint that social
influence is influence upon decision premises. A role is a specifica
tion of some, but not all, of the premises that enter into an in-
dividual's decisions (cf. pages 221-228). Many other premises
also enter into the same decisions, including informational prem-
ises and idiosyncratic premises that are expressive of personality.
Behavior can be predicted, then, when the premises of decision
are known (or can be predicted) in sufficient detail. For some
purposes, it may be enough to know the role premises (e.g., to
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predict the behavior of a policeman who sees you go through a
stop sign) ; for other purposes, the informational premises or
others may be the crucial ones/*

Unless the premise is taken as unit, role theory stands in dan-
ger of committing an error that is just the opposite of the one
committed by economic theory—of not leaving any room for
rationality in behavior. If a role is a pattern of behavior, the role
may be functional, from a socia standpoint, but the performer of
the role cannot be a rational acto—"he simply acts his part. On
the other hand, if a role consists in the specification of certain
value and factual premises, then the enactor of the role will ordi-
narily have to exercise rationality in order to attain these values.
A role defined in terms of premises leaves room for rational
calculation in behavior.

Action Theory. When we come to action theory, as that has
been developed by Talcott Parsons and his followers, we meet the
same difficulty, but perhaps in a less acute form. The "action" is
a unit less gross than the "role,” but comparable to the "deci-
sion." 12

Parsons, even in the Structure of Social Action, recognized the
inadequacy of the act as the unit of analysis, and used a "means-
end" framework for analyzing acts into components. Evidently he
later found (as | did also) that it was hard to reconcile the
means-end terminology with economic vocabularies ("alterna-
tives" and "consequences') for discussing rational action. Thus,
in The Social System we find an attempt to accommodate both.M
The "cathectic" element replaces the "ends" of the old means-end

111 would fed rather confident that the above is a reasonable account of the
relation of the theory of decision-making proposed here to the sociological con-
cept of role, were it not for Edward Shils' enigmatica comment that Ad-
ministrative Behavior, "while not sociological, is an analysis of the categories
involved in decision making,” The Present State of American Sociology
(Glencoe: The Free Press, 1948), p. 23.

12 Although the Parsonian definitions, particularly in Toward a General Theory
of Action, are generally stated in terms of individual actions, the concepts are
then usually applied globally to whole roles and institutions.

A3 The Social System (Glencoe: The Free Press, 1951), PP- ~-8. The relation of
these terms to the psychologists and economists' frameworks is somewhat more
clearly depicted in Toward a General Theory of Action (Cambridge: Harvard
University Press, iQSi), pp. 4-6, 58-60, 71.



XXXii INTRODUCTION TO THE SECOND EDITION

schema; the "valuational” element represents the utility function
of the economist. Although the attempt is laudable, | am afraid
that the Parsonian terminology (like my own in Chapters 1V
and V) still shows al too clearly the seam where the economic
and psychological conceptions of rationality are joined.

Apart from this difficulty, which stems from equivocation be-
tween economic and administrative (or "social") man, the cate-
gories of Parsonian action theory seem to me insufficiently subtle
and flexible for the description of behavior. The handHng of the
time dimension suffers because there is no behavior tree; and the
dilemmas of choice are so small in number that there are admitted
only a very few "kinds" of behavior. The orientation of the actor
to the world—his "set," in psychological language—almost cer-
tainly admits of a much wider variety than is provided by Parsons'
five dichotomous pattern variables (which give a total of thirty-
two possible different patterns).

Thus the general conclusions we draw about role theory in gen-
eral, and action theory in particular, arethe same: It is not possible
to build an adequate theory of human behavior unless we have an
appropriate unit of analysis. The role is too gross a unit; so is the
unit act. The decision premise is a much smaller unit than either
of these—for many premises are involved in any specific decision
or action, and many premises are incorporated in the definition of
a single role. It is a unit, moreover, that is fully compatible with
the description of behavior in terms of the decision tree. In all
respects the decision premise seems to me now, as it did when |
wrote the first edition of this book, the appropriate unit for the
study of human behavior.

It may be objected that my criticism of sociological theory is
entirely one of terminology. | agree, but would say severa things
in reply. First, as | pointed out in the Preface to this book, my
main aim here is to construct a vocabulary. Second, the construc-
tion of a satisfactory vocabulary for the description of human
behavior is probably the most important task now confronting
sociology. | quote Lavoisier, writing in 1789, when chemistry was
perhaps as confused a science as sociology is today:
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And, as ideas are preserved and communicated by means of words,
it necessarily follows that we cannot improve the language of any
science without at the same time improving the science itself; neither
can we, on the other hand, improve a science without improving the
language or nomenclature which belongs to it. However certain the
facts of any science may be and however just the ideas we may have
formed of these facts, we can only communicate false impressions to
others while we want words by which these may be properly ex-
pressed.

There is no proposition of arithmetic that cannot be stated and
no operation that cannot be performed with Roman numerals as
legitimately as with Arabic. In spite of this, | don't think many
of us will want to give up the latter for the former. Sociology
today is very much in a Roman-numeral stage. The concept of the
decision premise, which permits the introduction of the behavior-
tree idea, and which provides a bridge to numerous other con-
temporary developments in game theory, information theory,
learning theory, and the like, shows promise of providing the
Arabic notation that we need so badly.

SOME FURTHER COMMENTS

In this final section, | have collected some additional comments
on particular chapters or passages of Administrative Behavior.
In each case, | have provided a reference to the passage that is
under discussion.

The Proverbs of Administration (Chapter 11, pages 20—36)

The reception that has been accorded to this passage is itself
proverbial—"You can't beat something with liothing." There has
been almost no attempt to controvert what is said in these pages—
indeed, they have often been cited with approval. On the other
hand, the "proverbs" still occupy the prominent place they have
aways had in the pages of the elementary textbooks in public
administration and industrial management. To be sure, the substi-
tute | would propose for the proverbs (see page xxii of this Intro-
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duction) is not as simple, nor as suitable for rationalization, as
they are. | am afraid, however, that organizational problems are
not likely to be solved by slogans, but only by painstaking analysis;
and | see no reason, therefore, to depart from my original evalua-
tion of the "principles" as essentially useless.

Assigning Weights to the Criteria (Chapter |1, pages 41-44)

I no longer believe that this passage is a particularly good
description of the kind of empirical research that is needed in
administration. Organizations are complex structures, and the
importance of any particular factor in the design of such a struc-
ture will depend on many circumstances. Hence we can hardly
hope for a set of invariant "weights" to apply to the design prob-
lem. | expect that for a long time to come, research in administra-
tion will be more concerned with identifying and understanding
the basic mechanisms that are present in systems of organizational
behavior than with assigning numbers to designate the importance
of these mechanisms.

Fact and Value (Chapter I11)

This chapter has aroused comment—"particularly from political
theorists—all out of proportion to its importance in the book as a
whole; and | should not like to contribute further to this faulty
emphasis. My considered views on the subject are set forth—
accurately if somewhat too tartly—in "Development of Theory
of Democratic Administration: Reply,” American Political Science
Review, June, 1952.

Authority (Chapter V1)

There is no consensus today in the management literature as to
how the term "authority" should be used. This is a matter of
some regret to me, since | had hoped that the definition employed
here, and derived from Barnard, would gain currency hecause of
its obvious convenience and utility.
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The source of the difficulty is the fact that many writers still
do not distinguish between (i) a specification of the set of be-
haviors to which they wish to apply the term "authority"; and (2)
a specification of the circumstances under which such behaviors
will be exhibited. Our definition limits itself to the first of these
so that it will be possible to state meaningful and non-circular
empirical propositions about the circumstances under which au-
thority will be accepted, and the motivations causing that accept-
ance.

Authority, we say, exists when the behavior premises of another
are accepted as bases for decision. Then we can meaningfully ask,
"Why?" If we were to cal this acceptance "authority" only when
it is motivated by its (felt) legitimacy, the "why" would become
tautological. Of course, we might have used another word (e.g.,
"influence"), but no other word seemed, or seems, as suitable as
authority.

Efficiency (Chapter 1X)

I now fee that in this chapter | yielded too much ground to
the omniscient rationality of economic man. The absence of a
"common numerator,” discussed on pages 178-180, makes the
criterion of efficiency, in the form it assumes in this chapter,
applicable largely to rather low-level decisions. My present views
are stated more fully in the chapter on efficiency (Chapter 23)
in Public Administration™ and in my paper entitted "A Be-
havioral Model of Rational Choice,"” to which | referred earlier.

Identification (Chapter X)

The terminological problem here is as difficult as in the case of
"authority.” On the whole, "identification” has tended to retain
its narrower Freudian connotations, and "loyalty" has been more
widely used in connection with the phenomena discussed in this
chapter.

14 H. A. Smon, D. W. Smithburg, and V. A. Thompson, Public Administra-
tion (New York; Alfred A. Knodf, Inc., 1950).
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More important than the terminological question is the problem
of providing a good psychological explanation for the identifica-
tion mechanism. My present inclination would be to stress the
cognitive factors (see the discussion of "focus of attention” on
pages 210-212) even more strongly than is done in the chapter
as it stands. This was, indeed, my original inclination, but | was
swayed by the current fashion in socia psychology of always pre-
ferring affective to cognitive explanatory mechanisms. Thus, too
little emphasis was placed in Chapter X on the "limits of ra-
tionality" as an explanation for subgoal formation and loyalties to
subgoals, and as a result the close dependence of this chapter upon
Chapter V was somewhat obscured.

The mechanism of identification—or at least its cognitive aspect
—might be described thus:

1. High-level goals provide little guide for action because it is
difficult to measure the degree of their attainment, and because
it is difficult to measure the effects of concrete actions upon them.
The broad goals (e.g., "long-term profit," "public welfare,” and
so on) are thus not operative—"nor do they provide the "common
numerator" discussed in the chapter on efficiency as essential to a
choice among alternatives.

2. Decisions tend to be made, consequently, in terms of the
highest-level goals that are operative—"the most general goals to
which action can be related in a fairly definite way, and that
provide some basis for the assessment of accomplishment. The
operative goals provide the kernel around which the adminis-
trator's simplified model of the world crystallizes. He considers
those matters that are reasonably directly related to these goals,
and discounts or ignores others.

Expectations as Factors in Social Behavior (pages 251—252)

Game theory has cast considerable light on the issues discussed
on these pages. It is now possible to show that, under most cir-
cumstances, the fact that people react to publicly announced pre-
dictions does not prevent such predictions from being made in
such a way that they will in fact be verified. The argument is a
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rather technical mathematical one, and | refer the reader to my
paper on "Bandwagon and Underdog Effects and the Possibility
of Election Predictions,” Public Opinion Quarterly, Fall, 1954,

ADDITIONAL REFERENCES
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FOREWORD

IN THIS book Professor Simon gives us an important contribution
to the social science of formal organization and administration.
His objective, as he says in the Preface, is to construct a set of
tools—a set of concepts and a vocabulary—suitable for describing
an organization and the way an administrative organization works,
His interest has been primarily in the fiedd of public administra-
tion; but to achieve his purpose adequately he has taken into ac-
count experience in other kinds of formal organizations such as
military, commercial, and industrial and private non-profit organi-
zations. This makes his conclusions generally applicable and his
work useful for describing administrative behavior in all types of
organizations.

However useful this set of tools may be for scientific purposes,
the chief value of Professor Simon's exposition for the general
reader and for men of affairs lies in the clarity, comprehensive-
ness, and generality of his description of organization, of the ad-
ministrative process, of the nature of decision, and of the elements
of value and fact entering into decisions. His success in this re-
spect is outstanding. | have had extensive experience as an execu-
tive in business, governmental, and private non-profit service
organizaions. This book conveys what | have experienced as
common to al and what is in this sense essential in al organization
and administration. It has the right "feel” This means that | find
Professor Simon's apprehension of the structure of organized
action consonant with my experience. It therefore appeals to me
as sound. Even though it is not final or exhaustive, | believe those
who grasp this structure will find it helpful and not misleading.
For those who have little experience and knowledge of organiza-
tion, Professor Simon's treatment of the subject will prove illu-
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minating, and it should protect them from many current false
notions, e.g., about "power," authority, incentives. This in itseli
is an important service.

But the generality achieved implies that the conclusions are
highly abstract. Even though Professor Simon's styleis simple and
he gives many concrete examples, the necessarily abstract char-
acter of the treatise leads me to add a few remarks on the func-
tion of this kind of work for men of affairs, men who are actually
dealing day in and day out with concrete situations.

| have found it convenient to recognize three quite different
levels of experience and knowledge of organizations. The first is
the level of concrete behavior in specific situations. Here much of
the behavior is habitual and unconsciously responsive and adaptive.
Indeed, much of such behavior would change and would be in-
effective if it were not unconscious. At this level experience is the
teacher, and what we acquire is "know-how" rather than knowl-
edge. Moreover, we can as little expect to govern such behavior
by book knowledge as we would expect to control our bodily func-
tions by reading physiology. What takes place at this level of ex-
perience is, to be sure, a proper field of study, and such study is
useful for scientific purposes and for diagnosis, therapy, and pre-
vention. Professor Simon indicates this in his discussion of in-
formal organization—one example of this level of organization
experience.

The gecond level of experience is that of specific organization
practice. By this | mean the lines of organization, the governing
policies, the rules and regulations, the patterns of behavior, of a
specific organization. Though much of this is recorded in writing
in any organization and can be studied, much is "unwritten law"
and can chiefly be learned by intimate observation and experience.
There is no doubt that general experience and general knowledge
sometimes enables some men to behave effectively in such specific
organizations, especialy if they are supported by men having long
specific experience of the organization. But broadly, an effective
working knowledge of a specific organization can be acquired only
by working in it. We do not expect men to have a competent be-
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havioral understanding of these specific organizations except as
they spend their careers in them.

Two general observations are here pertinent. One is that each
organization has a language or organization jargon of its own. The
use and meaning of each has to be learned. The second is that be-
havior is often inconsistent with the language used to describe it.
For example, | believe that in most good organizations adminis-
trative behavior is consonant with the theory of authority as set
forth by Professor Simon; but principles of authority as expressed
in such organizations are usually rather legalistic and not consistent
with the behavior. The harm that arises from this state of affairs
results less from misunderstanding because of misstatement than
from the not infrequent attempt to govern behavior on the basis
of a false philosophy.

Knowledge of a science of organization and administration can
never be a substitute for specific experience in a specific organiza-
tion. The usefulness of the more general knowledge to the adminis-
trators of organization comes from the rational understanding it
gives of behavior that Is largely based on trial and error or repetitive
experience. Its immediate practical use is limited. Its ultimate prac-
tical value is great, sharpening observation, preventing the neglect
of important factors, giving the advantages of a more general lan-
guage, and reducing the Inconsistencies between behavior and its
verbal description.

The third level of knowledge is, of course, the one exemplified in
this book. | shall say no more of it. But what justifies the bdief that
general knowledge of administrative behavior or organization is
attainable? Professor Simon has not demonstrated this, nor have
others who have been working in this field. We merely assert or
assume it. | can only give the grounds for my belief briefly. Pro-
fessor Simon's abstractions seemed sound to me because they
express aspects of my experience under awide variety of conditions.
A university president tells me that his principal organization diffi-
culty is the "following which, of course, is peculiar to universities."
He then describes a problem | have encountered a hundred times,
but never in auniversity, | listen to the Commanding General of the
Air Transport Corps lecturing on organization problems of that
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Corps. | have never had military experience, | have read little of
mihtary organization, yet | think | understand him almost perfectly
rgive a lecture mistitled "The Principles of Organization" at the
Air War College. The guestions and discussion in the hour follow-
ing indicate that | have made myself fairly well understood Such
experience forms the ground for the belief that abstract principles
of structure may be discerned in organizations of great variety, and
that ultimately it may be possible to state principles of general
organization.

CHESTER |. BARNARD.

PREFACE

THIS STUDY represents an attempt to construct tools useful in my
own research in the field of public administration. It derived from

AN my conviction that we do not yet have, in this field, adequate lin-
guistic and conceptual tools for realistically and significantly de-
scribing even a simple administrative organization—describing it,
that is, in away that will provide the basis for scientific analysis of
the effectiveness of its structure and operation. Among the studies
of administrative organizations that | have read, few have caught
and set down in words the real flesh and bones of an organization;
even fewer have convinced me that their conclusions as to the
effectiveness of the organization or the recommendations for its
improvement could properly be deduced from the evidence pre-
sented.

The response to the preliminary edition of thisbook and to several
pubhshed articles drawn from it shows that these doubts are not
peculiar to me but are shared by many practitioners and researchers
in the field of administration. This state of affairs constitutes a
serious indictment of our science, and of ourselves as scientists.
An experiment in chemistry derives its validity—"its scientific
authority—from its reproducibility; and unless it is described in
sufficient detail to berepeated it is useless. In administration we have
asyet only avery imperfect ability to tell what has happened in our
administrative "experiments'—much less to insure their reproduci-
bility.

Before we can establish any immutable "principles’ of admin-
istration, we must be able to describe, in words, exactly how
an administrative organization looks and exactly how it works.
As a basis for my own studies in administration, | have attempted
to construct a vocabulary which will permit such description;
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and this volume records the conclusions | have reached. These
conclusions do not constitute a "theory" of administration, for
except for a few dicta offered by way of hypothesis, no principles
of administration are laid down. If any "theory" is involved, it is
that decision-making is the heart of administration, and that the
vocabulary of administrative theory must be derived from the logic
and psychology of human choice.

| hope that this volume may be of some use to three groups of
persons: first, to individuals concerned with the science of admin-
istration, who may find in it some applicable methods of descrip-
tion and analysis of organization; second, to practical adminis-
trators who may find it helpful sometimes to think of administration
at that third level of generalization of which Mr. Barnard speaks in
his Foreword; third, to graduate and undergraduate students whc
may wish to supplement their textbooks with a closer study of the
behavioral processes that go to make the real warp and woof oi
administration.

HERBERT A. SIMON
December, 1946
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Chapter |

DECISION-MAKING AND ADMINISTRATIVE
ORGANIZATION

/ IMIMISTSATION is ordinarily discussed as the art of "getting
M r”- done." Emphasisis placed upon processes and methods for
I ng incisive action. Principles are set forth for securing con-
tad action from groups of men. In dl this discusson, however,
- \cry much attention is paid to the choice which prefaces al
ion—to the determining of what is to be done rather than to
actuad doing. It is with this problem—"the process of choice
til leads to action—that the present study is concerned. In this
r( fluctory chapter the problem will be posed and a survey made
tht. topicsto be taken up in the remaining chapters.
Although any practica activity involves both "deciding*' and
nn™" it has not commonly been recognized that a theory of ad-
n nisiration should be concerned with the processes of decison as
* 11 IS with the processes of action.* This neglect perhaps stems
" ni the notion that decison-making is confined to the formula
| 11 >f over-adl policy. On the contrary, the process of decision
*' - not come to an end when the genera purpose of an organiza-
* .1 nisbeen determined. The task of "deciding" pervades the en-

1 I'Iministrative organization quite as much as does the task of
" 1IN —indeed, it is integrally tied up with the latter. A generd
* -, of administration must include principles of organization

ti'at will insure correct decison-making, just as it must include
p-inciples that will insure effective action.

* For two notable exceptions to the general neglect of decision-making see C. I.
Pirnard, The Functions of the Executive (Cambridge: Harvard University
Tress, 1938), and Edwin O. Stene, "An Approach to a Science of Administration,”
American Political Science Review, 34:1124-1137 (Dec, 1940).
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DECISON-MAKING AND THE EXECUTION OF DECISONS

Itis clear that the actual physical task of carrying out an organi-
zation's objectives fals to the persons at the lowest level of the
administrative hierarchy. The automobile, as a physical object,
is built not by the engineer or the executive, but by the mechanic
on the assembly line. The fire is extinguished, not by the fire chief
or the captain, but by the team of firemen who play a hose on the

blaze.

It is equally clear that the persons above this lowest or opera-
tive level in the administrative hierarchy are not mere surplus
baggage, and that they too must have an essential role to play in
the accomplishment of the agency's objectives. Even though, as far
as physical cause and effect are concerned, it is the machine gunner
and not the major who fights battles, the major is likely to have
a greater influence upon the outcome of a battle than any single
machine gunner.

How, then, do the administrative and supervisory staff of an
organization affect that organization's work? The nonoperative
staff of an administrative organization participate in the accom-
plishment of the objectives of that organization to the extent that
they influence the decisions of the operatives—"the persons at_the
lowest level of the administrative hierarchy. The major can influ-
ence the battle to the extent that his head is ableto direct the machine
gunner's hand. By deploying his forces in the battle area and as-
signing specific tasks to subordinate units he determines for the
machine gunner where he will take his stand and what his objec-
tive will be. In very small organizations the influence of al super-
visory employees upon the operative employees may be direct, but
in units of any size there are interposed between the top supervisors
and the operative employees several levels of intermediate super-
visors who are themselves subject to influences from above, and
who transmit, elaborate, and modify these influences before they
reach the operatives.

If this is a correct description of the administrative process, then
the construction of an efficient administrative organization is a
problem in social psychology- It is atask of setting up an operative
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stafr "»nd superimposing on that staff a supervisory staff capable
of ii' lencing the operative group toward a pattern of coordinated
an 111 ective behavior. The term "influencing" rather than "direct-
ing | used here, for direction—that is, the use of administrative
aol" 1ity—is only one of several ways in which the administrative
safi may affect the decisions of the operative staff; and, conse-
nt nl f, the construction of an administrative organization involves
mon than a mere assignment of functions and allocation of au-
ther 1.

n he study of organization, the operative employee must be at
theii :usof attention, for the success of the structure will be judged
b> 11 performance within it. Insight into the structure and func-
Aol if an organization can best be gained by analyzing the
mi ' r in which the decisions and behavior of such employees are
inii 1 need within and by the organization.

CHOICE AND BEHAVICOR

All behavior involves conscious or unconscious selection of par-
ticular actions out of al those which are physically possible to the
actor and to those persons over whom he exercises influence and
Plthority. The term "selection" is used here without any impli-
taion of a conscious or deliberate process. It refers simply to the
f.'ct that, if the individual follows one particular course of action,
thijre are other com-ses of action that he thereby forgoes. In many
c | ss the selection process consists simply in an established reflex
a tion—atypist hits a particular key with a finger because a reflex
Tils been established between a letter on a printed page and this
pirticular key. Here the action is, in some sense at least, rational
(i.e. goal-oriented), yet no element of consciousness or delibera-
tK>n is involved.

In other cases the selection is itself the product of a complex
chain of activities called "planning” or "design" activities. An en-
j tieer, for example, may decide upon the basis of extensive analysis
liiat a particular bridge should be of cantilever design. His design,
11 rther implemented by detailed plans for the structure, will lead
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E?iggv(\a/hole chain of behaviors by the individuals constructing the

In this volume many examples will be given of al varieties of
selection process. All these examples have in common the following
characteristics: At any moment there are a multitude of alterna-
tive (physically) possible actions, any one of which a given
individual may undertake; by some process these numerous alterna-
tives are narrowed down to that one which isin fact acted out. The
words "choice" and "decision” will be used interchangeably in this
study to refer to this process. Since these terms as ordinarily used
carry connotations of self-conscious, deliberate, rational selection,
it should be emphasized that as used here they include any process
of selection, regardless of whether the above elements are present

to any degree.

VALUE AND FACT IN DECISON

A great deal of behavior, and particularly the behavior of in-
dividuals within administrative organizations, is purposive—
oriented toward goals or objectives. This purposiveness brings
about an integration in the pattern of behavior, in the absence of
which adminstration would be meaningless; for, if administration
consists in "getting things done" by groups of people, purpose pro-
vides a principal criterion in determining what things are to be
done.

The minute decisions that govern specific actions are inevitably
instances of the application of broader decisions relative to purpose
and to method. The walker contracts his leg muscles in order to take
a step; he takes a step in order to proceed toward his destination;
he is going to the destination, a mail box, in order to mail a letter;
he is sending a letter in order to transmit certain information to
another person, and so forth. Each decision involves the selection
of a goal, and a behavior relevant to it; this goal may in turn be
mediate to a somewhat more distant goal; and so on, until arela-
tively final aim is reached.™ In so far as decisions lead toward the

%@i%%@sldm@m betwean mediate and find gods will be daborated*
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election of final goals, they will be caled "value judgments”; so
f e as they involve the implementation of such goals they will be
'‘J led "factual judgments."

Unfortunately, problems do not come to the administrator care-
"1 ly wrapped in bundles with the value elements and the factual
d ments neatly sorted. For one thing, goals or final objectives of
I, pernmental organization and activity are usually formulated in
AN -y general and ambiguous terms—"justice," "the general wel-
f e" or "liberty." Then, too, the objectives as defined may be
rm rely intermediate to the attainment of more final aims. For ex-

ple, in certain spheres of action, the behavior of men is generally
> « ented around the "economic motive." Yet, for most men, eco-
' Tiicgainis not usualy an end in itself, but a means for attaining
ri .re final ends: security, comfort, and prestige.

Finaly, the value and factual elements may be combined, in some
<e es, in asingle objective. The apprehension of criminals is com-
| inly set up as an objective of amunicipal police department. To a
« tain extent this objective is conceived as an end in itself, that is,

aimed toward the apprehension and punishment of offenders

| linst the law; but from another point of view apprehension is
isidered a means for protecting citizens, for rehabilitating
| enders, and for discouraging potential offenders.

The Hierarchy of Decisions. The concept of purposiveness in-
' :ves a notion of a hierarchy of decisions—each step downward

the hierarchy consisting in an implementation of the goals set

sth in the step immediately above. Behavior is purposivein so far
it is guided by general goals or objectives; it is rational in so far
it selects alternatives which are conducive to the achievement of
' previously selected goals.*
It should not be inferred that this hierarchy or pyramid of goals
he word "factual,” though possibly misleading, is used for lack of a better
n. It is clear that the "facts" on which practical decisions are based are usually
mates or judgments, rather than positive and certain items of fact. To add to

I confusion, the term "valuation” is often applied by writers to refer to this

icess of judging or estimating facts. The reader will avoid confusion if he

n lembers that "value" in this study refers to ought's, however certain, "fact”

ists, however conjectural.
* |'his definition of "rational" is not exact, and will be further elaborated in

toip.iv.
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is perfectly organized or integrated in any actual behavior. A gov-
ernmental agency, for instance, may be directed simultaneously
toward several distinct objectives: a recreation department may
seek to improve the health of children, to provide them with good
lases for their leisure time, and to prevent juvenile delinquency, as
well as to achieve similar goals for the adults in the community.

Even when no conscious or deliberate integration of these goals
takes place in decision, it should be noted that an integration gen-
erally takes place in fact. Although in making decisions for his
agency, the recreation administrator may fail to weigh the diverse
and sometimes conflicting objectives against one another in terms of
their relative importance, yet his actual decisions, and the direction
which he gives to the policy of his agency will amount in practice
to a particular set of weights for these objectives. If the program
emphasizes athletics for adolescent boys, then this objective is given
an actual weight in practice which it may, or may not, have had in
the consciousness of the administrator planning the program.
Hence, although the administrator may refuse the task, or be un-
able to perform it, of consciously and deliberately integrating his
system of objectives, he cannot avoid the implications of his actual
decisions, which achieve such a synthesis in fact.

The Relative Element in Decision. In an important sense, al de-
cision is a matter of compromise. The alternative that is finaly
selected never permits a complete or perfect achievement of ob-
jectives, but is merely the best solution that is available under
the circumstances. The environmental situation inevitably limits
the alternatives that are available, and hence sets a maximum to the
level of attainment of purpose that is possible.

This relative element in achievement—this element of compro-
mise—"makes even more inescapable the necessity of finding a
common denominator when behavior is aimed simultaneously at
several objectives. For instance, if experience showed that an
organization like the Work Projects Administration could at one
and the same time dispense relief and construct public works with-
out handicapping either objective, then the agency might attempt to
attain at the same time both of these objectives. If, on the other
hand, experience showed that the accomplishment of either of

ft
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Itiese objectives through the organization seriously impeded the ac-
« <'mplishment of the other, one would have to be selected as the
L ijective of the agency, and the other sacrificed. In balancing the
it aim against the other, and in attempting to find a common de-
tminator, it would be necessary to cease thinking of the two aims
sin themselves, and instead to conceive them as means to some
general end”
Illustration of the Process of Decision. In order to under-
more clearly the intimate relationships that exist in any practi-
ministrative problem between judgments of value and fact,
be helpful to study an example from the field of municipal
timent.
lat questions of value and fact arise in the opening and im-
nnent of a new street? It is necessary to determine: (i) the
| of the street, (2) the proper relationship of the street to
ister plan, (3) means of financing the project, (4) whether the
't should be let on contract or done by force account, (5) the
m of this project to construction that may be required subse-
to the improvement (e.g., utility cutsinthis particular street),
6) numerous other questions of like nature. These are ques-
Eor which answers must be found—each one combining value
ictual elements. A partial separation of the two elements can
lieved by distinguishing the purposes of the project from its
lures.
the one hand, decisions regarding these questions must be
upon the purposes for which the street is intended, and the
values affected by its construction—among them, (i) speed
?nvenience in transportation, (2) traffic safety, (3) effect of
layout on property values, (4)" construction costs, and (5)
3ution of cost among taxpayers.
the other hand, the decisions must be made in the light of
ific and practical knowledge as to the effect particular raeas-

1 the description by MacMahon, Millett, and Ogden.of tlie WPA during
ming stage, it would appear that thinking about this integration was at
;r primitive level in the organization at the time the basic decisions were
(\rthur W. MacMahon, John D. MiJlett, and Gladys Ogden, The Adminis~
of Federal Work Relief (Chicago;- Public Administration Service, 1941),
-42.
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ures will have in realizing these values. Included here are (i) the
relative smoothness, permanence,, and cost of each type of pave-
ment, (2) relative advantages of alternate routes from the stand-
point of cost and convenience to traffic, and (3) the total cost and
distribution of cost for alternative methods of financing.

The final decision, then, will depend both on the relative weight
that is given to the different objectives and on judgment as to the
extent to which any given plan will attain each objective.

This brief account will serve to indicate some of the basic features
of the process of decision—features that will be further elaborjated
in this study.

DECISION-MAKING IN THE ADMINISTRATIVE PROCESS

Administrative activity is group activity. Simple situations are
familiar where a man plans and executes his own work; but as soon
as atask grows to the point where the efforts of several persons are
required to accomplish it this is no longer possible, and it becomes
necessary to develop processes for the application of organized ef-
fort to the group task. The techniques which facilitate this applica-
tion are the administrative processes.

It should be noted that the administrative processes are decisional
processes. they consist m segregating certain elements in the de-
cisions of members of the organization, and establishing regular
organizational procedures to select and determine these elements
and to communicate them to the members concerned. If the task oi
the group is to build a ship, a design for the ship is drawn and
adopted by the organization, and this design limits and guides the
activities of the persons who actually construct the ship.

The organization, then, takes from the individual some of hii
decisional autonomy, and substitutes for it an organization deci-
sion-making process. The decisions which the organization make;
for the individual ordinarily (i) specify his function, that is, tht
general scope and nature of his duties; (2) alocate authority, thai
is, determine who in the organization is to have power to maki
further decisions for the individual; and (3) set such other limit;
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his choice as are needed to coordinate the activities of several in-
iduals in the organization.
The administrative organization is characterized by specializa
'U—particular tasks are delegated to particular parts of the
janization. It has already been noted above that this specialization
y take the form of "vertical" division of labor. A pyramid or
rarchy of authority may be established, with greater or less
mality, and decision-making functions may be specialized among
members of this hierarchy.
Most analyses of organization have emphasized "horizontal"
icilization—"the division of work—"as the basic characteristic
organized activity. Luther Gulick, for example, in his "Notes on
Theory of Organization,” says. "Work division is the founda-
'0. of organization; indeed, the reason for organization."® In
s study we shall be primarily concerned with "vertical" speciali-
:ion—-the division of decision-making duties between operative
i supervisory personnel. One inquiry will be into the reasons why
; operative employees are deprived of aportion of their autonomy
the making of decisions and subjected to the authority and in-
ence of supervisors.
There would seem to be at least three reasons for vertical
icialization in organization. First, if there is any horizontal spe-
lization, vertical specialization is absolutely essential to achieve
>rdination among the operative employees. Second, just as hori-
ital specialization permits greater skill and expertise to be de-
oped by the operative group in the performance of their tasks, so
-tical speciaization permits greater expertise in the making of
sisions. Third, vertical specialization permits the operative per-
mel to be held accountable for their decisions: to the board of
ectors in the case of a business organization; to the legislative
Jy in the case of a public agency.
Coordination. Group behavior requires not only the adoption of
erect decisions, but also the adoption by all members of the group
the same decisions. Suppose ten persons decide to cooperate in
ilding aboat. If each has his own plan, and they do not communi-

uther GuHck and L. Urwick, eds., Papers on the Science of Administration
ew York: Institute of Public Administration, 1937)) P- 3-
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cate their plans, the chances are that the resulting craft will not be
very seaworthy; they would probably meet with better success if
they adopted even a very mediocre design, and if then all followed
this same design.

By the exercise of authority or other forms of influence, it is
possible to centralize the function of deciding so that a general
plan of operations will govern the activities of all members of the
organization. This coordination may be either procedural or
substantive in nature: by procedural coordination is meant the
specification of the organization itself—that is, the generalized
description of the behaviors and relationships of the members of
the organization. Procedural coordination establishes the lines of
authority and outlines the sphere of activity of each organization
member, while substantive coordination specifies the content of his
work. In an automobile factory, an organization chart is an aspect of
procedural coordination; blueprints for the engine block of the car
being manufactured are an aspect of substantive coordination.

Expertise. To gain the advantages of specialized skill at the
operative level, the work of an organization must be so subdivided
that all processes requiring a particular skill can be performed by
persons possessing that skill. Likewise, to gain the advantages of
expertise in decision-making, the responsibility for decisions must
be so allocated that all decisions requiring a particular skill can be
made by persons possessing that skill.

To subdivide decisions is rather more complicated than to sub-
divide performance; for, while it is not usually possible to combine
the sharp eye of one workman with the steady hand of another to
secure greater precision in a particular operation, it is often possible
to add the knowledge of a lawyer to that of an engineer in order to
improve the quality of a particular decision.

Responsibility. Writers on the political and legal aspects of au-
thority have emphasized that a primary function of organization
is to enforce the conformity of the individual to norms laid down
by the group, or by its authority-wielding members. The discretion
of subordinate personnel is limited by policies determined near the
top of the administrative hierarchy. When the maintenance of re-
sponsibility is a central concern, the purpose of vertical specializa-

ML
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1 nisto assure legislative control over the administrator, leaving
| the administrative staff adequate discretion to deal with techni-

I  matters which alegislative body composed of laymen would not
*" competent to decide.

MCDES OF ORGANIZATIONAL INFLUENCE

Decisions reached in the higher ranks of the organization hier-
'hy will have no effect upon the activities of operative employees
1 less they are communicated downward. Consideration of the
| Doess requires an examination of the ways in which the behavior
| the operative employee can be influenced. These influences fall
| ighly into two categories: (i) establishing in the operative em-
I )yee himself attitudes, habits, and a state of mind which lead him
( reach that decision which is advantageous to the organization,
d (2) imposing on the operative employee decisions reached el se-
icre in the organization. The first type of influence operates by
| ulcating in the employee organizational loyalties and a concern
" th eficiency, and more generally by training him. The second
» )e of influence depends primarily upon authority and upon ad-
0ly and informational services. It is not insisted that these eate-
ries are either exhaustive or mutually exclusive, but they will
ve the purposes of this introductory discussion.
As a matter of fact, the present discussion is somewhat more
leral than the preceding paragraph suggests, for it is concerned
th organizational influences not only upon operative employees
| 1. upon dl individuals making decisions within the organization.
Authority. The concept of authority has been analyzed at length
' students of administration. We shall employ here a definition
jstantially equivalent to that put forth by C. I. Barnard."™ A sub-
hnate is said to accept authority whenever he permits his be-
vio to be guided by the decision of a superior, without inde-
idently examining the merits of that decision. When exercising
hority, the superior does not seek to convince the subordinate,
but only to obtain his acquiescence. In actual practice, of course,

'Chester 1. Barnard, The Functions of the Executive (Cambridge: Harvard
Un\Li-ity Press, 1938), pp. 163if.



12 ADMINISTRATIVE BEHAVIOR

authority is usually liberally admixed with suggestion and per-
suasion.

Although it is an important function of authority to permit a de-
cision to be made and carried out even when agreement cannot be
reached, perhaps this arbitrary aspect of authority has been over-
emphasized. In any event, if it is attempted to carry authority be-
yond a certain point, which may be described as the subordinate's
"zone of acceptance,” disobedience will follow.® The magnitude oi
the zone of acceptance depends upon the sanctions which authority
has available to enforce its commands. The term "sanctions" mus
be Interpreted broadly in this connection, for positive and neutra
stimuli—such as community of purpose, habit, and |eadership-
are at least as important in securing acceptance of authority as th(
threat of physical or economic punishment.

It follows that authority, in the sense here defined, can operat*
"upward" and "sidewise" as well as "downward" in the organiza-
tion. If an executive delegates to his secretary a decision about fil(
cabinets and accepts her recommendation without reexamination o:
its merits, he is accepting her authority. The "lines of authority’
represented on organization charts do have a specia significance
however, for they are commonly resorted to in order to terminafa
debate when it proves impossible to reach a consensus on a particu
lar decision. Since this appellate use of authority generally require
sanctions to be effective, the structure of formal authority in aa
organization usually is related to the appointment, disciplining, ax
dismissal of personnel. These formal Unes of authority are com
monly supplemented by informal authority relations in the day-to
day work of the organization, while the formal hierarchy is largel;
reserved for the settlement of disputes.

Organisational Loyalties. It is a prevalent characteristic of hu
man behavior that members of an organized group tend to identif;
with that group. In making decisions their organizational loyalt;
leads them to evaluate alternative courses of action in terms of th
consequences of their action for the group. When a person prefer
a particular course of action because it is "good for America,” h

tBerBrzra]rmard jgg Cit, p. 169) cdlsthisthe "zone o indifference’; but | prefer th
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idc 1 . ieshimself with Americans, when he prefers it because it will
*n{" cbusinessin Berkeley," heidentifies himself with Berkeleyans.
"NV 'lal and class loyalties are examples of identifications which
an (] fundamental importance in the structure of modern society.

‘| '1: loyalties that are of particular interest in the study of ad-
iiin  lration are those which attach to administrative organizations
or - ments of such organizations. The regimental battle flag is
th Il iditional symbol of this identification in military administra-
tifi'i in civil administration, a frequently encountered evidence of
P> 'isthe cry, "Our Bureau needs more funds!"

I MIS phenomenon of identification, or organizational loyalty,
(xn  ms one very important function in administration. If an
ad* ™ listrator, each time he is faced with a decision, must perforce
-\ 1' « tethat decision in terms of the whole range of human values,
r*l lility in administration is impossible. If he need consider the
<I" ' »nonlyinthelight of limited organizational aims, his task is
iijMi* nearly within the range of human powers. The fireman can
co'i | itrate on the problem of fires, the health officer on problems
of "1 ;ase, without irrelevant considerations entering in.

Il 1 thermore, this concentration on a limited range of values is
ah'- t essentia if the administrator is to be held accountable for
hi- «" :isions. When the organization's objectives are specified by
nv-i | liigher authority, the major value-premise of the administra-
tiir - 'iecisions is thereby given him, leaving to him only the im-
p'ui itation of these objectives. If the fire chief were permitted
lo" iin over the wholefield of human values—to decide that parks
V, ,t. I loreimportant than fire trucks, and consequently to remake
1. - i[ : department into arecreation department—chaos would dis-
li 1 «. organization, and responsibility would disappear.

f )e Manizational loyalties lead also, however, to certain difficulties
v'li'‘h should not be underestimated. The principal undesirable
1« (of identification is that it prevents the institutionalized indi-
\ h- 1 from making correct decisions in cases where the restricted
ail 1 nf values with which he identifies himself must be weighed
ai, 11 i-t other values outside that area. This is aprincipal cause of
Ilie mierbureau competition and wrangHng which characterize any
la-* administrative organization. The organization members,
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identifying- themselves with the bureau instead of with the over-all
organization, believe the bureau's welfare more important than th<
general welfare when the two conflict. This problem is frequentl;
evident in the case of "housekeeping" agencies, where the facilita
tive and auxiliary nature of the agency is lost sight of in the effort
to force the line agencies to follow standard procedures.

Organizational loyalties also result in incapacitating almost any
department head for the task of balancing the financial needs of hi.s
department against the financial needs of other departments—
whence the need for a centrally located budget agency that is fre
from these psychological biases. The higher we go in the adminis-
trative hierarchy, and the broader becomes the range of socia values
that must come within the administrator's purview, the more harm-
ful is the effect of valuational bias, and the more important is it tha*
the administrator be freed from his narrower identifications.

The Criterion of Efficiency. We have seen that the exercise oi
authority and the development of organizational loyalties are twe>
principal means whereby the individual's value-premises are influ-
enced by the organization. What about the issues of fact that under-
lie his decisions ? These are largely determined by a principle thai
isimplied in al rational behavior: the criterion of efficiency. In it
broadest sense, to be efficient simply means to take the shortesi
path, the cheapest means, toward the attainment of the desired
goals. The efficiency criterion is completely neutral as to what goals
are to be attained. The commandment, "Be efficient!" is a majoi
organizational influence over the decisions of the members of an)
administrative agency; and a determination whether this command-
ment has been obeyed is a major function of the review process.”

Advice and Information. Many of the influences the organiza-
tion exercises over its members are of a less formal nature than
those we have been discussing. These influences are perhaps mosi
realistically viewed as a form of internal pubUc relations, for there
is nothing to guarantee that advice produced at one point in an
organization will have any effect at another point in the organiza-

8 For further discussion of the efficiency concept, see Clarence E. Ridley anc
Herbert A. Simon, Measuring Municipal Activities (Chicago: International City
Managers' Association, 1943).
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lion unless the lines of communication are adequate to its transmis-
sion, and unless it is transmitted in such form as to be persuasive.
h is a prevalent misconception in headquarters offices, that the in-
Trnal advisory function consists in preparing precisely worded ex-
;i'anatory bulletins and making certain that the proper number of
these are prepared, and that they are placed in the proper compart-
ment of the "router.” No plague has produced a rate of mortality
higher than the rate that customarily afflicts central-office commu-
TJcations between the time they leave the issuing office and the mo-
Oicnt when they are assumed to be effected in the revised practice
0" the operative employees.

Information and adviceflow in al directions through the organi-
zition—"not merely from the top downward. Many of the facts that
are relevant to decision are of a rapidly changing nature, ascertain-
p>le only at the moment of decision, and often ascertainable only
hv operative employees. For instance, in military operations knowl-
wlge of the disposition of the enemy's forces is of crucial impor-
tance, and military organization has developed elaborate procedures
fr.r treinsmitting to a person who is to make a decision all relevant
f. cts that he is not in a position to ascertain personally.

Training. Like organizational loyalties and the efficiency cri-
terion, and unUke the other modes of influence we have been dis-
Ci ssing, training influences decisions "from the inside out." That
k< training prepares the organization member to reach satisfactory
decisions himself, without the need for the constant exercise of
p ithority or advice. In this sense, training procedures are alterna-
' Jcs to the exercise of authority or advice as means of control over
the subordinate's decisions.

Training may be of an in-service or a pre-service nature. When
firsons with particular educational qualifications are recruited for
urtain jobs, the organization is depending upon this pre-training
1~ aprincipal means of assuring correct decisions in their work. The
Putual relation between training and the range of discretion that
1 .ay be permitted an employee is an important factor to be
tiken into consideration in designing the administrative organ-
ization. That is, it may often be possible to minimize, or even dis-
jiLUse with, certain review processes by giving the subordinates
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training that enables them to perform their work with less super-
vision. Similarly, in drafting the qualifications required of appli-
cants for particular positions, the possibility should be considerec
of lowering personnel costs by drafting semi-skilled employees anc
training them for particular jobs.

Training is applicable to the process of decision whenever th(
same elements are involved in alarge number of decisions. Training
may supply the trainee with the facts necessary in dealing with thes<
decisions; it may provide him a frame of reference for his thinking
it may teach him "approved" solutions; or it may indoctrinate hin
with the values in terms of which his decisions are to be made.

THE EQUILIBRIUM OF THE ORGANIZATION

The question may next be raised why the individual accept,
these organizational influences—why he accommodates his behav
ior to the demands the organization makes upon him. To under
stand how the behavior of the individual becomes a part of th'
system of behavior of the organization, it is necessary to study th'
relation between the personal motivation of the individual and th
objectives toward which the activity of the organization is oriented

If a business organization be taken, for the moment, as the type
three kinds of participants can be distinguished: entrepreneurs, em
ployees, and customers*" Entrepreneurs are distinguished by th
fact that their decisions ultimately control the activities of em
ployees; employees, by the fact that they contribute their (undiffer
entiated) time and efforts to the organization in return for wages
customers, by the fact that they contribute money to the organiza
tion in return for its products. (Any actual human being can, o
course, stand in more than one of these relations to an organization
e.g. a Red Cross volunteer, who is really a composite customer am
employee.)

Each of these participants has his own personal motives for en

10 We follow Barnard {op. cit.) here in insisting th&t customers are an integrj
part of the system of organization behavior. Whether they are "members" o
not is a terminological question of no particular importance. Suppliers of ma
terials might have been added, above, as a fourth class of participants; but the
would not add any essentially new element to the picture.
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gaging in these organizational activities. Simplifying the motives
and adopting the standpoint of economic theory, we may say that
ine entrepreneur seeks profit (i.e. an excess of revenues over ex-
piaiditures), the employees seek wages, and the customers find (at
CLTtam prices) the exchange of money for products attractive. The
tutrepreneur gains the right to dispose of the employees time by
entering into employment contracts with them; he obtains funds
t< pay wages by entering into sales contracts with the customers.
I1 these two sets of contracts are sufficiently advantageous, the
entrepreneur makes a profit and, what is perhaps more important
for our purposes, the organization remains in existence. If the con-
tracts are not sufficiently advantageous, the entrepreneur becomes
unable to maintain inducements to keep others in organized activity
with him, and may even lose his own inducement to continue his
organizational efforts. In either event, the organization disappears
unless an equilibrium can be reached at some level of activity. In
any actual organization, of course, the entrepreneur will depend
iijjon many inducements other than the purely economic ones men-
tioned above: prestige, "good will," loyalty, and others.

In an organization such as that just described, there appears, in
a ldition to the personal aims of the participants, an organisation
oltjective, or objectives. If the organization is a shoe factory, for
example, it assumes the objective of making shoes. Whose objec-
tive is this—the entrepreneur's, the customers', or the employees?
To deny that it belongs to any of these would seem to posit some
"~roup mind," some organismic entity which is over and above its
human components. The true explanation is simpler: the organiza-
tion objective is, indirectly, a personal objective of all the partici-
p. nts It isthe meanswhereby their organizational activity is bound
together to achieve a satisfaction of their own diverse personal mo-
tives. It is by employing workers to make shoes and by selling them
that the entrepreneur makes his profit; it is by accepting the direc-
tion of the entrepreneur in the making of shoes that the employee
(-irns his wage; and it is by buying the finished shoes that the cus-
t( tner obtains his satisfaction from the organization. Since the en-
t-":preneur wishes a profit, and since he controls the behavior of the
Cl iployees (within their respective areas of acceptance), it be-
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hooves him to guide the behavior of the employees by the criteric
of "making shoes as €fficiently as possible." In so far, then, as 1
can control behavior in the organization, he establishes this as tl
objective of the behavior.

It is to be noted that the objectives of the customer are vet
closely, and rather directly, related to the objectives of the organ
zation; the objectives of the entrepreneur are closely related to tl
survival of the organization; while the objectives of the employ*
are directly related to neither of these, but are brought into tl
organization scheme by the existence of his area of acceptanc
Granted that pure "entrepreneurs,” "customers,” and "employees
do not exist; granted further that this scheme needs to be modifie
somewhat to fit voluntary, religious, and governmental organiz:
tions, still it isthe existence of these three type roles which gives b
havior in administrative organizations the particular character th;

we recognize.

ORGANIZATION OF THIS VOLUME

The framework of the investigation that is to be undertaken in
subsequent chapters has now been set forth. We may conclude the
present chapter by outlining briefly the order in which the various
topics will be taken up.

Chapter 11 is also, in a sense, prefatory. The present work was
undertaken partly as a result of the author's dissatisfaction with
the so-called "principles of administration" that are to be found in
the current literature of administrative theory. In Chapter Il these
principles are subjected to critical analysis with a view to showing
their inadequacy and the need for their development along the lines

suggested here.

In Chapter |11, the exposition, properly speaking, begins with
an analysis of the role played by value questions and questions of
fact in administrative decision. This is followed, in Chapter 1V,
by a description of the conceptual apparatus that will be used
throughout the volume for the description and analysis of socia
behavior systems, including behavior in administrative organiza-

tions.
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Chapter V will consider the psychology of the individual in the
or anization and the ways in which the organization modifies his
U avior. In Chapter VI the organization will be viewed as a
5 tem of individuals whose behavior maintains some sort of
*i ilibrium—along lines suggested above. Chapter V11 will analyze
w letail therole of authority apd vertical specialization in organiza®
t*''1, and the organizational processes through which such speciali-
za ion is effectuated. Chapter VIII is concerned with the process
of communication whereby organizational influences are transmit-
ic'. In Chapter IX the concept of efficiency will be examined in
& all, and in Chapter X, organizational loyalty, or identifications.

‘Ihapter X1 brings the volume to a close with a survey of the
itracture of administrative organizations and a discussion of the
problems faced by research in administrative theory.



Chapter |1

SOME PROBLEMS OF ADMINISTRATIVE
THEORY

SINCE the present volume departs rather widely from the usual
presentation of the "principles of administration,” * some explana-
tion should perhaps be given for this deviation, and some descrip-
tion of the defects in the current theory which made this deviation
necessary. The present chapter will first undertake a critical ex-
amination of the "principles,” and then will turn to a discussion of
how a sound theory of administrative behavior can be constructed.
It builds, therefore, the methodological foundations for the later
chapters.

It is a fatal defect of the current principles of administration
that, like proverbs, they occur in pairs. For aimost every principle
one can find an equally plausible and acceptable contradictory prin-
ciple. Although the two principles of the pair will lead to exactly
opposite organizational recommendations, there is nothing in the
theory to indicate which is the proper one to apply. To substantiate
this criticism, it is necessary to examine briefly some of the leading
principles.

SOME ACCEPTED APMINISTRATIVE PRINCIPLES

Among the more common "principles" that occur in the litera-
ture of administration are these:

I. Administrative efficiency is increased by a specialization of
the task among the group.
1 For a systematic exposition of the currently accepted "principles’ see Gulick

and Urwick, op, cit., or L. Urwick, The Elements of Administration (New Y ork:
Harper & Brothers, 1945).
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Z, Administrative efficiency is increased by arranging the mem-
IK sof the group in a determinate hierarchy of authority.

5. Administrative efficiency is increased by limiting the span
01 control at any point in the hierarchy to a small number.

%. Administrative efficiency is increased by grouping the work-
ir , for purposes of control, according to (a) purpose, (b) process,
0 \ clientele, or (d) place. (This is really an elaboration of the
fi .t principle, but deserves separate discussion.)

Since these principles appear relatively simple and clear, it would
* m that their application to concrete problems of administrative
u fanization would be unambiguous, and that their validity would
\ easily submitted to empirical test. Such, however, seems not to
\y the case.

V ecialisation

A.dministrative efficiency is supposed to increase with an increase
r speciaization. But is this intended to mean that any increase in
» cialization will increase efficiency? If so, which of the following
‘rnatives is the correct application of the principle ?

(A) A plan of nursing should be put into effect by which nurses
\i 1 be assigned to districts and do al nursing within that district,
n luding school examinations, visits to homes or school children,
1 tuberculosis nursing.

(B) A functional plan of nursing should be put into effect by
1 ich different nurses will be assigned to school examinations,
\ its to homes of school children and tuberculosis nursing. The
j sent method of generalized nursing by districts impedes the
(I relopment of specialized skillsin thethree very diverse programs.

Both of these administrative arrangements satisfy the require-
nt of specialization: the first provides specialization by place;
second, specialization by function. The principle of speciaHza-
nisof no help at al in choosing between the two alternatives.

[t appears that the simplicity of the principle of specialization is
deceptive simplicity—a simplicity that conceals fundamental
biguities. For "specialization" is hot a condition of efficient
ninistration: it is an inevitable characteristic of al group effort,
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however efficient or inefficient that effort may be. Specialization
merely means that different persons are doing different things—
and since it is physically impossible for two persons to be doin,
the same thing in the same place at the same time two persons a<-
always doing different things.

The real problem of administration, then, is not to "specialize,”
but to speciaize in that particular manner, and along those particu-
lar lines, which will lead to administrative efficiency. But, in thu
rephrasing, this "principle® of administration, there has been
brought clearly into the open its fundamental ambiguity: "Admini:
trative efficiency is increased by a specialization of the task amon”
the group in the direction that will lead to greater efficiency."

Further discussion of the choice between competing bases of
specialization will be undertaken later, but must be postpone 1
momentarily until two other principles of administration have been
examined.

Unity of Command

Administrative efficiency is supposed to be enhanced by arrang-
ing the members of the organization in a determinate hierarchy ol
authority in order to preserve "unity of command.”

Analysis of this "principle" requires a clear understanding oi
what is meant by the term "authority." A subordinate may be sai \
to accept authority whenever he permits his behavior to be guide |
by a decision reached by another, irrespective of his own judgmen’
as to the merits of that decision.

In one sense the principle of unity of command, like the principl*
of specialization, cannot be violated; for it is physically impossible
for a man to obey two contradictory commands. Presumably, ii
unity of command is a principle of administration, it must assett
something more than this physical impossibility. Perhaps it assert -
this: that it is undesirable to place a member of an organization i i
a position where he receives orders from more than one superioi.
This is evidently the meaning that Gulick attaches to the principle
when he says:

The significance of this principle in the process of coordination and
organization must not be lost sight of. In building a structure of co-
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onlination, it is often tempting to set up more than one boss for a man
Bho is doing work which has more than one relationship. Even as great
ap'lilosopher of management as Taylor fel into this error in setting up
sg arate foremen to deal with machinery, with materials, with speed,
ci , each with the power of giving orders directly to the individual
»r»rkman. The rigid adherence io the principle of unity of command
ni. r have its absurdities; these are, however, unimportant in compari-
9T with the certainty of confusion, inefficiency and irresponsibility
»ii ch arises from the violation of the principle”

("ertainly the principle of unity of command, thus interpreted,
ca not be criticized for any lack of clarity or for ambiguity. The
ill nition of "authority" given above should provide a clear test
"ttliether, in any concrete situation, the principle is observed. The
re | fault that must be found with this principle is that it is in-
ci npatible with the principle of speciahzation. One of the most
in portant uses to which authority is put in organization is to bring
al ut specialization in the work of making decisions, so that each
di ision is made at the point in the organization where it can be
T7 lie most expertly. As a result, the use of authority permits a
gi ater degree of expertness to be achieved in decision-making than
w uld be possible if each operative employee had to make al the
di isions upon which his activity is predicated. The individual fire-
Il 1 does not decide whether to use a two-inch hose or a fire ex-
tii juisher; that is decided for him by his officers, and the decision
@> iimunicated to him in the form of a command.

However, if unity of command, in GuHck's sense, is observed,
I i decisions of aperson at any point in the administrative hierarchy
bLit subject to influence through only one channel of authority;
. | [ if his decisions are of a kind that requires expertise in more
t'l nonefield of knowledge, then advisory and informational serv-
ii ; must be relied upon to supply those premises which lie in a
1 i not recognized by the mode of speciahzation in the organiza-
tion. For example, if an accountant in a school department is sub-
ordinate to an educator, and if unity of command is observed, then
the finance department cannot issue direct orders to him regarding

2L Gulick, "Notes on the Theory of Organization," in Gulick and Urwick, op.
cit, p. 9.
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the technical, accounting aspects of hiswork. Similarly, the directoi
of motor vehicles in the public works department will be unable tc
issue direct orders on care of motor equipment to the fire-truci
driver.®

Gulick, in the statement quoted above, clearly indicates the dif'
ficulties to be faced if unity of command is not observed. A certaii
amount of irresponsibility and confusion is almost certain to ensue
But perhaps this is not too great a price to pay for the increasec
expertise that can be applied to decisions. What is needed to decidi
the issue is a principle of administration that will enable one U
weigh the relative advantages of the two courses of action. Bu
neither the principle of unity of command nor the principle o
specialization is helpful in adjudicating the controversy. The;
merely contradict each other without indicating any procedure fo:
resolving the contradiction.

If this were merely an academic controversy—if it were generall;
agreed and had been generally demonstrated that unity of commans
must be preserved in all cases, even with a loss in expertise—on
could assert that in case of conflict between the two principles
unity of command should prevail. But the issue is far from clear
and experts can be ranged on both sides of the controversy. O:
the side of unity of command there may be cited the dicta of Gulicl
and others.* On the side of specialization there are Taylor's theor;
of functional supervision, MacMahon and Millett's idea of "dua
supervision,” and the practice of technical supervision in militar

organization.*'

It may be, as Gulick asserts, that the notion of Taylor and thes

othersisan "error." If so, the evidencethat it is an error has neve
been marshaled or published—apart from loose heuristic argt
»This point is discussed by Herbert A. Simon in "Decision-Making and A(
ministrative Organization," Public Administration Review 4:20-21 (Winte
1944).
* GuHct, "Notes on the Theory of Organization," p. 9; L. D. White, Introductic
}:(LJ L{E_e Sudy of Public Admnistratton (New York: Macmillan Company, 1939
* Frederick W. Taylor, Shop Management (New Y ork: Harper & Bros., 1911
p. 99; MacMahon, Millett, and Ogden, The Administration of Federal Wot
Relief (Chicago: Public Administration Service, 1941). PP- 265-268, and ]
Urwick, who describes British army practice in "Organization as a Technic
Problem," Gulick and Urwick. eds., op. cit., pp. 67-69.
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r'Sits like that quoted above. One is left with a choice between
f jally eminent theorists of administration, and without any evi-
u itial basis for making that choice.

What evidence there is of actual administrative practice would
** 3n to indicate that the need for specialization is to a very large
*' Arec given priority over the need for unity of command. As a
"1 Ltter of fact, it does not go too far to say that unity of command,
*' Gulick's sense, never has existed in any administrative organiza-
*I'n If aline officer accepts the regulations of an accounting de-
jMrtment with regard to the procedure for making requisitions,
cm it be said that, in this sphere, he is not subject to the authority

* the accounting department ? In any actual administrative situa-

n authority is zoned, and to maintain that this zoning does not
o itradict the principle of unity of command requires a very dif-
» ent definition of "authority” from that used here. This subjec-
»n n of the line officer to the accounting department is no different,
ii principle, from Taylor's recommendation that a workman be

>ject in the matter of work programming to one foreman, in
\\  matter of machine operation to another.

The principle of unity of command is perhaps more defensible

i larrowed down to the following: In case two authoritative com-

T nds conflict, there should be a single determinate person whom

*| subordinate is expected to obey; and the sanctions of authority

Juld be applied against the subordinate only to enforce his
¢ jdience to that one person.

[f tbe principle of unity of command is more defensible when

" ted in this limited form it also solves fewer problems. In the

1 .t place, it no longer requires, except for settling conflicts of

horlty, a single hierarchy of authority. Consequently, it leaves

<i settled the very important question of how authority should be

' ledinaparticular organization (i.e. the modes of specialization),

i through what channels it should be exercised. Finally, even

3 narrower concept of unity of command conflicts with the

nciple of specialization, for whenever disagreement does occur

| i the organization members revert to the formal lines of

horlty, then only those types of specialization which are repre-

ted in the hierarchy of authority can impress themselves on



26 ADMINISTRATIVE BEHAVIOR

decision. If the training officer of a city exercises only functional!
supervision over the police training officer, then in case of disagree-J
ment with the police chief specialized knowledge of police problemsj
will determine the outcome while specialized knowledge of train-|
ing problems will be subordinated or ignored. That this actuallyi
occurs is shown by the frustration so commonly expressed by func-|
tional supervisors at their lack of authority to apply sanctions.

N

Fpan of Control

Administrative efficiency is supposed to be enhanced by limitingi
the number of subordinates who report directly to any one adminis-j
trator to a small number—say six. This notion that the "span of 1
control" should be narrow is confidently asserted as a third incon-1
trovertible principle of administration. The usual common-sense 1
arguments for restricting the span of control are familiar and |
need not be repeated here. What is not so generally recognized is i
that a contradictory proverb of administration can be stated which, |
though it is not so familiar as the principle of span of control, can 1
be supported by arguments of equal plausibility. The proverb in |
guestion is the following: 1

Administrative efficiency is enhanced by keeping at a minimum 1
the number of organizational levels through which a matter must |
pass before it is acted upon.

This latter proverb is one of the fundamental criteria that guide
administrative analysts in simplifying procedures. Yet in many sit-
uations the results to which this principle leads are in direct con-
tradiction to the requirements of the principle of span of control,
the principle of unity of command, and the principle of speciaiza-
tion. The present discussion is concerned with the first of these
conflicts. To illustrate the difficulty, two alternative proposals for
the organization of a small health department will be presented—
one based on the restriction of span of control, the other on the
limitation of number of organization levels:

(A) The present organization of the department places an ad-
ministrative overload on the Health Officer by reason of the fact
that al eleven employees of the department report directly to hira
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2 d the further fact that some of the staff lack adequate technical
*r lining. Consequently, venereal disease clinic treatments and other
tails require an undue amount of the Health Officer's personal
" ention.
It has previously been recommended that the proposed Medical
* * ficer be placed in charge of the venereal disease and chest climes
dall child hygienework. It is further recommended that one of the
1 gpectors be designated chief inspector and placed in charge of all
il " department's inspectional activities; and that one of the nurses
I" designated as head nurse. This will relieve the Health Com-
| ssioner of considerable detail and will leave him greater free-
*' mto plan and supervise the health program as awhole, to conduct
| ath education, and to coordinate the work of the department
th that of other community agencies. If the department were
| as organized, the effectiveness of al employees could be sub-

ntlally increased.

(B) The present organization of the department leads to in-
» Ldency and excessive red tape by reason of the fact that an un-
| 'essary supervisory level intervenes between the Health Officer
d the operative employees, and that those four of the twelve
| iployees who are best trained technically are engaged largely in
verhead" administrative duties. Consequently, unnecessary
« ays occur in securing the approval of the Health Officer on
itters requiring his attention, and too many matters require re-
w and re-review.
The Medical Officer should be left in charge of the venereal
ease and chest clinics and child hygiene work. It is recommended,
wever, that the position of chief inspector and head nurse be
Dlished, and that the employees now filling these positions per-
m regular inspectional and nursing duties. The details of work
leduling now handled by these two employees can be taken care
more economically by the Secretary to the Health Officer, and,
ce broader matters of policy have, in any event, always required
1 ' persona attention of the Health Officer, the abolition of these
D positions will eliminate a wholly unnecessary step in review,
* '1 allow an expansion of inspectional and nursing services, and
.1 permit at least a beginning to be made in the recommended
igram of health education. The number of persons reporting
ectly to the Health Officer will be increased to nine, but since
re are few matters requiring the coordination of these employees,
_.ier than the work schedules and policy questions referred to
above, this change will not materially increase his work load.
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The dilemma is this: in a large organization with interrelation
between members, a restricted span of control inevitably produce
excessive red tape, for each contact between organization member
must be carried upward until a common superior is found. If th
organization is at al large, this will involve carrying al such mat
ters upward through several levels of officids for decision, an
then downward again in the form of orders and instructions—
cumbersome and time-consuming process.

The alternative is to increase the number of persons who ar
under the command of each officer, so that the pyramid will com
more rapidly to a peak, with fewer intervening levels. But this
too, leads to difficulty, for if an officer is required to supervise to
many employees, his control over them is weakened.®

Granted, then, that both the increase and the decrease in spa
of control have some undesirable consequences, what isthe optimur
point? Proponents of a restricted span of control have suggeste
three, five, even eleven, as suitable numbers, but nowhere have the
explained the reasoning which led them to the particular numbe
they selected. The principle as stated casts no light on this ver
crucial question.

Organisation by Purpose, Process, Clientele, Place "»

Administrative efficiency is supposed to be increased by grouj
ing workers according to (a) purpose, (b) process, (c) clientelt
or (d) place. But from the discussion of specialization it is cea
that this principle is internally inconsistent; for purpose, proces;
clientele, and place are competing bases of organization, and i
any given point of division the advantages of three must be sacr
ficed to secure the advantages of the fourth. If the major depari
ments of a city, for example, are organized on the basis of majc
purpose, then it follows that all the physicians, al the lawyers, a
the engineers, or al the statisticians will not be located in a sing)
department exclusively composed of members of their professioi
but will be distributed among the various city departments neec
gé (t;?/tplg?)l jsuzs_tisﬂlcation for limiting the span of control is given by L. Urwicl

*f. Schuyler Wallace, Federal Departmentalisation (New York: Columb;
University Press, 1941). PP- 91-146.
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uig their services. The advantages of organization by process will
thereby be partly lost.

Some of these advantages can be regained by organizing on the
*>gds of process within the major departments. Thus there may be
in engineering bureau within the public works department, or the
hoard of education may have a school health service as a major
<livison of its work. Similarly, within smaller units there may be
<iividgon by area or by clientele; e.g., a fire department will have
*M\parate companies located throughout the city, while a welfare
bureau will have intake and case-work offices in various loca
tions. Again, however, these major types of specialization cannot
| £ simultaneously achieved, for at any point in the organization
it must be decided whether specialization at the next level will be
accomplished by distinction of major purpose, major process,
clientele, or area.

Competition Between Purpose and Clientele. The conflict may
beillustrated by showing how the principle of specialization accord-
mg to purpose would lead to a different result from specialization
cccording to clientele in the organization of a health department.

(A) Public health administration consists of the following ac-
tivities for the prevention of disease and the maintenance of health-
ful conditions: (i) vital statistics; (2) child hygiene—prenatal,
ntaternity, postnatal, infant, pre-school, and school health pro-
j.'rams; (3) communicable disease control; (4) inspection of milk,
foods, and drugs; (5) sanitary inspection; (6) laboratory service;
(7) health education.

One of the handicaps under which the health department labors
it the fact that the department has no control over school health,
rthich is an activity of the county board of education, and there
\ httle or no coordination between that highly important part of
tlie community health program and the rest of the program, which
is conducted by the clty-county health unit. It is recommended that
the city and county open negotiations with the board of education
lor the transfer of al school health work and the appropriation
tlierefor to the joint health unit.

(B) To the modern school department is entrusted the care of
children during almost the entire period that they are absent from
the parental home. It has three principal responsibilities toward
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them: (i) to provide for their education in useful skills and knowl-,
edge, and in character; (2) to provide them with wholesome play,
activities outside school hours; (3) to care for their health and to
assure the attainment of minimum standards of nutrition.

One of the handicaps under which the school board labors is the
fact that, except for school lunches, the board has no control over
child health and nutrition, and there is little or no coordination
between that highly important part of the child development pro-
gram and the rest of the program, which is conducted by the board
of education. It is recommended that the city and county open nego-
tiations for the transfer of al health work for children of school
age to the board of education.

Here again is posed the dilemma of choosing between alterna- i
tive, equally plausible, administrative principles. But thisis not the 1
only difficulty in the present case, for a closer study of the situation |
shows there are fundamental ambiguities in the meanings of the 1

key terms: "purpose,” "process,” "clientele,” and "place."

Ambiguities in Key Terms. "Purpose" may be roughly defined |
as the objective or end for which an activity is carried on; "process,” |
as a means of accomplishing a purpose. Processes, then, are carried |

on in order to achieve purposes. But purposes themselves may
generally be arranged in some sort of hierarchy. A typist moves
her fingers in order to type; types in order to reproduce a letter;
reproduces a letter in order that an inquiry may be answered. Writ-
ing a letter is then the purpose for which the typing is performed;
while writing a letter is also the process whereby the purpose of
replying to an inquiry is achieved. It follows that the same activity
may be described as purpose or as process.

This ambiguity is easily illustrated for the case of an adminis-
trative organization. A health department conceived as a unit whose
task it is to care for the health of the community is a purpose
organization; the same department conceived as a unit which makes
use of the medical arts to carry on its work is a process organiza-
tion. In the same way, an education department may be viewed as
a purpose (to educate) organization, or a clientele (children)
organization; the Forest Service as a purpose (forest conserva-
tion), process (forest management), clientele (lumbermen and
cattlemen utilizing public forests), or area (publicly owned forest
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A»ds) organization. When concrete illustrations of this sort are
-* ected, the lines of demarcation between these categories become
A1 ry hazy and unclear indeed.

"Organization by major purpose,” says Gulick® "servesto bring
"1 jether in a single large department all of those who are at work
VI deavoring to render a particular service." But what is a particular
A -vice? Is fire protection a single purpose, or is it merely a part
*ll the purpose of pubHc safety? Or is it a combination of purposes

I'luding fire prevention and fire fighting? It must be concluded
t' it thereis no such athing as a purpose, or aunifunctional (single-

I rpose) organization. What is to be considered as a single func-
* in depends entirely on language and techniques.* If the English
Il iguage has a comprehensive term which covers both of two sub-
» rposesitisnatural tothink of thetwo together asasingle purpose.
11 such aterm is lacking, the two sub-purposes become purposes

their own right. On the other hand, a single activity may con-
tribute to several objectives; but since they are technically (pro-
i iurally) inseparable the activity is considered as a single function
i» purpose.

The fact mentioned previously that purposes form a hier-

chy, each sub-purpose contributing to some more final and

tnprehensive end, helps to make clear the relation between pur-

i se and process. "Organization by major process,” says Gulick,™*"
. tends to bring together in a single department al of those

i 10 are at work making use of a given skill or technology, or are
I “mbers of a given profession." Consider a simple skill of this
' id—typing. Typing is a skill that brings about a means-end
| ordination of muscular movements, but brings it about at a very
I( w level in the means-end hierarchy. The content of the type-
\ -itten letter is indifferent to the skill that produces it. The skill
nsists merely in the ability to hit the letter t quickly whenever t

)p. Cit.,, p. 21. B .
E this is correct, then any attempt to prove that certain activities belong- in a
gle department because they relate to a single purpose is doomed to fail. See,

example, John M. Gaus and Leon Wolcott, Public Administration and the
S. Department oj Agriculture (Chicago: Public Administrative Service, 1941)-

" Op. cit., p. 23.
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is required by the coi”ent, and to hit the letter a whenever ais re”
quired by the content.

There is, then, no essential difference between a "purpose” and.
a "process," but only a distinction of degree. A "process" is an
activity whose immediate purpose is at a low level in the hierarchy:
of means and ends, while a "purpose" is a collection of activities;
whose orienting value or aim is at a high level in the means-end \
hierarchy.

Next consider "clientele" and "place" as bases of organization.
These categories are really not separate from purpose, but a part
of it A complete statement of the purpose of a fire department
would have to include the area served by it; "to reduce fire losses
on property in the city of X." Objectives of an administrative or-
ganization are phrased in terms of a service to be provided and an
area for which it is provided. Usually, the term "purpose" is meant
to refer only to the first element; but the second is just as legiti-
mately an aspect of purpose. Area of service, of course, may be
a specified clientele quite as well as a geographical area. In the case
of an agency which works on "shifts," time will be a third dimen-
sion of purpose—to provide a given service in a given area (or to
agiven clientele) during agiven time period.

With this terminology, the next task isto reconsider the problem
of specializing the work of an organization. It is no longer legiti-
mate to speak of a "purpose” organization, or a "process" organi-
zation, a "clientele" organization, or an "area" organization. The
same unit might fall into any one of these four categories, depend-
ing on the nature of the larger organizational unit of which it was
a part. A unit providing public health and medical services for
school-age children in Multnomah County might be considered as
(1) an "area" organization if it were part of a unit providing the
same service for the state of Oregon; (2) a "clientele" organiza-
tion if it were part of a unit providing similar services for children
of al ages; (3) a"purpose” or a "process" organization (it would
be impossible to say which) if it were part of an education depart-
ment.

It is incorrect to say that Bureau A is a process bureau; the
correct statement is that Bureau A is a process bureau imthin De-

]
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porf'ent X This latter statement would mean that Bureau A
S o'itorated all the processes of a certain kind in Department X,
«"|| at reference to any special sub-purposes, sub-areas, or sub-

t" lies of Department X. Now it is conceivable that a particular
r it might incorporate al processes of a certain kind, but that these
A"ocesses might relate only to certain particular sub-purposes of
*| ; department purpose. In this case, which corresponds to the
r* alth unit in an education department mentioned above, the unit
*» 5uld be specialized by both purpose and process. The health unit
»i)uld be the only one in the education department using the medical
art (process) and concerned with health (sub-purpose).

Lack of Criteria for Specialisation. Even when the problem is
A lved of proper usage for the terms "purpose,” "process,"

lientele," and "area," the principles of administration give no
ti ide as to which of these four competing bases of specialization
r- applicable in any particular situation. The British Machinery of
0 )vernment Committee had no doubts about the matter. It con-
«"[ered purpose and clientele as the two possible bases of organiza-
Xi mand put its faith entirely in the former. Others have had equal
Z iurance in choosing between purpose and process. The reasoning
*'lich leads to these unequivocal conclusions leaves something to
b- desired. The Machinery of Government Committee gives this
"- e argument for its choice:

Now the inevitable outcome of this method of organization [by cli-
e 'de] isatendency to Lilliputian administration. It is impossible that
1 ' specialized service which each Department has to render to the
r Timunity can be of as high a standard when its work is at the same

le limited to a particular class of persons and extended to every
» 'lety of provision for them, as when the Department concentrates
« Jf on the provision of the particular service only, by whomsoever
" luired, and looks beyond the interest of comparatively small classes™

t should be noted that this distinction is implicit in most of GuHck's analysis
.pcciaization {op. cit., pp. 15-30). However, since he cites as examples single
| artments within a city, and since he usually speaks of "grouping activities'
r her than "dividing work,” the relative character of these categories is not
| 'ays apparent in this discussion.
Report of the Machinery of Government Committee (London: His Majesty's
tionery Office, 1918), p. 7.
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The faults in this analysis are clearly obvious. First, there is m
attempt to determine how a service is to be recognized. Second
there is a bald assumption, absolutely without proof, that a chilt
health unit, for example, in a department of child welfare couL
not offer services of "as high a standard" as the same unit if i
were located in a department of health. Just how the shifting o
the unit from one department to another would improve or damag
the quality of its work is not explained. Third, no basis is set fort]
for adjudicating the competing claims of purpose and process—

the two are merged in the ambiguous term "service.” It is not neces- ,|

sary here to decide whether the committee was right or wrong in |
its recommendation; the important point is that the recommenda’l
tion represented a choice, without any apparent logical or empirical i
grounds, between contradictory principles of administration. -

Even more remarkable illustrations of illogic can be found in|
most discussions of purpose vs., process. They would be too ridicu- 4
lous to cite if they were not commonly used in serious political and |
administrative debate.

For instance, where should agricultural education come: in the Min- ||
istiy of Education, or of Agriculture? That depends on whether we
want to see the best farming taught, though possibly by old methods, or 1
apossibly out-of-date style of farming, taught in the most modem and §
compelling manner. The question answers itsdf./™*

But does the question really answer itself? Suppose a bureau of
agricultural education were set up, headed, for example, by a man
who had had extensive experience in agricultural research or as
administrator of an agricultural school, and stafred by men of
similarly appropriate background. What reason is there to believe
that if attached to a Ministry of Education they would teach old-
fashioned farming by new-fashioned methods, while if attached
to a Ministry of Agriculture they would teach new-fashioned farm-
ing by old-fashioned methods? The administrative problem of such
a bureau would be to teach new-fashioned farming by new-
fashioned methods, and it is a little difficult to see how the depart-

18 Sir Charles Harris, "Decentrdization,”" Journal of Public Administration®
3:117-133 (Apr., 192s).
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iuital location of the unit would affect this result. "The question

i answers itself" only if one has arather mystical faith in the potency
$ 0J bureau shuffling as a means of redirecting the activities of an

5 AgSNey,

These contradictions and competitions have received increasing

i altention from students of administration during the past few
years For example, Gulick, Wallace, and Benson have stated

artam advantages and disadvantages of the severa modes of
,'cialization, and have considered the conditions under which one
>r the other mode might best be adopted.* All this analysis has
"21 at a theoretical level—in the sense that data have not been
" ployed to demonstrate the superior effectiveness claimed for the
«i ferent modes. But, though theoretical, the analysis has lacked a
I'' ory Smce no comprehensive framework has been constructed
 dim which the discussion could take place, the analysis has tended
n'.t to thelogical one-sidedness which characterizes the examples
if 1 above or to inconclusiveness.

7 'it  mpasse of Administrative Theory

11 four "principles of administration" that were set forth at
" 1 ginning of this paper have now been subjected to critical
« 11 is. None of the four survived in very good shape, for in
AN "1 lase there was found, instead of a univocal principle, a set
o' two or more mutually incompatible principles apparently equally
2\ )licable to the administrative situation.

Moreover, the reader will see that the very same objections can
fk urged against the customary discussions of "centralization" vs.

~centralization," which usually conclude, in effect, that "on the
J t hand, centralization of decision-making function is desirable;
*. the other hand, there are definite advantages in decentraliza-
ti. n."

"an anything be salvaged which will be useful in the construe-
t nof anadministrative theory ? As a matter of fact, almost every-
i' ng can be salvaged. The difficulty has arisen from treating as

'* Juhck, "Notes on the Theory of Organization,” in Gulick and Urwick, op. cit,
W 21-30; Schuyler Wallace, op. cit;; George C. S. Benson, "Internal Ad-

istrative Organization,” Public Administration Review, 11473-486 (Autumn,
1*1).
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‘principles of administration" what are really only criteria fom
describing and diagnosing administrative situations. Closet spacel
is certainly an important item in the design of a successful house ;|
yet, a house designed entirely with a view to securing a maximumi

of closet space—"d| other considerations being forgotten—wou"
be considered, to say the least, as somewhat unbalanced. Similar!'
unity of command, speciaUzation by purpose, decentralization, al
are items to be considered in the design of an efficient administrn
tive organization. No single one of these items is of sufficieni

importance to suffice as a guiding principle for the administratii <.

analyst. In the design of administrative organizations, as in theii
operation, over-all efficiency must be the guiding criterion. MutualK

incompatible advantages must be balanced against each other, ju-!:

as an architect weighs the advantages of additional closet spacj
against the advantages of a larger living room.

This position, if it is a vaHd one, constitutes an indictment oi
much current writing about administrative matters. As the
examples cited in this chapter amply demonstrate, much admini; -
trative analysis proceeds by selecting a single criterion, and apply-
ing it to an administrative situation to reach a recommendation,
v/hile the fact that equally valid, but contradictory, criteria exi”™t
which could be applied with equal reason, but with a different
result, is conveniently ignored. A valid approach to the study ot
administration requires that all the relevant diagnostic criteria bi'
identified; that each administrative situation be analyzed in term«
of the entire set of criteria; and that research be instituted to dc-
temiine how weights can be assigned to the several criteria when
they are, as they usually will be, mutually incompatible.

AN APPROACH TO ADMINISTKATIVE THEORY

This program needs to be considered step by step. First, what
is included in the description of administrative situations for pui -
poses of such an analysis? Second, how can weights be assigned
to the various criteria to give them their proper place in the total
picture?
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» Description of Administrative Stucdions

lefore a science can develop principles, it must possess concepts.
ore a law of gravitation could be formulated, it was necessary
ave the notions of "acceleration” and "weight" The first task
dministrative theory is to develop a set of concepts that will
nit the description, in terms relevant to the theory, of adminis-
ve situations. These concepts, to be scientificaly useful, must
operational; that is, their meanings must correspond to
irically observable facts or situations. The definition of
;hority" given earlier in this chapter is an example of an opera-
al definition.

"hat is a scientifically relevant description of an organization?
adescription that, so far as possible, designates for each person
le organization what decisions that person makes, and the in-
ices to which he is subject in making each of these decisions,
rent descriptions of administrative organizations fal far short
his standard. For the most part, they confine themselves to
[Uocation of functions, and the formal structure of authority.
Y give little attention to the other types of organizational in-
ice or to the system of communication."®

"hat does it,mean, for example to say: "The Department is
e up of three Bureaus. The first has the function of —
second the function of———, and the third the function
?" What can be learned from such a description about
rt'orkability of the organizational arrangement? Very little, in-
[. For, from the description, there is obtained no idea of the
ee to which decisions are centralized at the bureau level or at
departmental level. No notion is given of the extent to which
(presumably unlimited) authority of the department over the
au is actualy exercised, nor by what mechanisms. There is
ndication of the extent to which systems of communication
:t the coordination of the three bureaus, nor, for that matter®
hat extent coordination is required by the nature of their work.

le monograph by MacMahon, Millett, and Ogden (o/>. cit.) perhaps ap-
hes nearer than any other published administrative study to the sophistica-
-equired in administrative description. See, for example, the discussion on
33-236 of headquarters-field relationships.
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There is no description of the kinds of training the members of
the bureau have undergone, nor the extent to which this training':
permits decentralization at the bureau level. In sum, a description:
of administrative organizations in terms almost exclusively of func-
tions and Hnes of authority is completely inadequate for purposes”
of administrative analysis,

Consider the terra "centralization." How is it determined!
whether the operations of a particular organization are "central-
ized" or "decentralized" ? Does the fact that field offices exist prove
anything about decentralization? Might not the same decentraliza-
tion take place in the bureaus of a centrally located office ? A realistic
analysis of centralization must include a study of the allocation of
decisions in the organization, and the methods of influence that
are employed by the higher levels to affect the decisions at the lower
levels. Such an analysis would reveal a much more complex picture'
of the decision-making process than any enumeration of the geo-
graphical locations of organizational units at the different levels.

Administrative description suffers currently from superficiality,
oversimplification, lack of realism. It has confined itself too closely
to the mechanism of authority, and has failed to bring within its
orbit the other, equally important, modes of influence on organiza-
tional behavior. It has refused to undertake the tiresome task of
studying the actual allocations of decision-making functions. It
has been satisfied to speak of "authority,” "centralization,” "span
of control,” "function,"” without seeking operational definitions of
these terms. Until administrative description reaches a higher level
of sophistication, there is little reason to hope that rapid progress
will be made toward the identification and verification of valid
administrative principles.

The Diagnosis of Administrative Stuations

Before any positive suggestions can be made, it is necessary to
digress a bit, and to consider more closely the exact nature of the
propositions of administrative theory. The theory of administra-
tion is concerned with how an organization should be constructed
and operated in order to accompHsh its work efficiently. A funda-
mental principle of administration, which follows amost im-
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mediately from the rational character of "good" administration,
> that among several alternatives involving the same expenditure
ti e one should always be selected which leads to the greatest ac-
cmplishment of administrative objectives; and among several
*e ernatives that lead to the same accomplishment the one should
\> selected which involves the least expenditure. Since this
‘principle of efficiency” is characteristic of any activity that at-
‘| iipts rationally to maximize the attainment of certain ends with
i*ie use of scarce means, it is as characteristic of economic theory
a. it isof administrative theory. The "administrative man" takes
Ti s place alongside the classical "economic man." M

Actually, the "principle" of efficiency should be considered as a
» £nition rather than aprinciple: it is a definition of what is meant
Il "good" or "correct" administrative behavior. It does not tell
Il iw accomplishments are to be maximized, but merely states that
«Jis maximization is the aim of administrative activity, and that
'ilministrative theory must disclose under what conditions the
r aximization takes place.

Now what are the factors that determine the level of efficiency
*hich is achieved by an administrative organization? It is not pos-
- 3leto make an exhaustive list of these, but the principal categories
*-n be enumerated. Perhaps the simplest method of approach is to
Cl insider the single member of the administrative organization, and
" k what the limits are to the quantity and quality of his output.

| hese limits include (a) limits on his ability to perform, and (b)
1™ nits on his ability to make correct decisions. To the extent that
resc limits are removed, the administrative organization ap-
' -caches its goal of high efficiency. Two persons, given the same
"eills, the same objectives and values, the same knowledge and

- formation, can rationally decide only upon the same course of
aition. Hence, administrative theory must be interested in the
| ictorsthat will determine with what skills, values, and knowledge
*\e organization member undertakes his work. These are the

*' For an elaboration of the principle of efficiency and its place in administrative

eor> see Clarence E. Ridley and Herbert A. Simon, Measuring Municipal Ac-
- 7tt-el (Chicago: International City Managers' Ass., 2nd ed., 1943), particularly
'lap [ and the preface to the second edition.



40 ADMINISTRATIVE BEHAVIOR

"limits" to rationality with which the principles of administratioi
must deal. |

On one side, the individual is limited by those skills, habits, andj

reflexes which are no longer in the realm of the conscious. Hisl
performance, for example, may be limited by his manual dexterit”®
or his reaction time or his strength. His decision-making processed
may be limited by the speed of his mental processes, his skill iiij
elementary arithmetic, and so forth. In this area, the principles ot|
administration must be concerned with the physiology of the human!
body, the laws of skill-training, and of habit. This is thefield that|
has been most successfully cultivated by the followers of Taylor,|
and in which has been developed time-and-motion study and thej
therblig.

On a second side, the individual is limited by his values and thosef
conceptions of purpose which influence him in making his decisions. |
If his loyalty to the organization is high, his decisions may evi-
dence sincere acceptance of the objectives set for the organiza”
tion; if that loyalty is lacking, personal motives may interfere with|
his administrative efficiency. If his loyalties are attached to the|
bureau by which he is employed, he may sometimes make decisions |
that are inimical to the larger unit of which the bureau is a part |
In this area the principles of administration must be concerned with |
the determinants of loyalty and morale, with leadership and initia-
tive, and with the influences that determine where the individual's
organizational loyalties will be attached.

On a third side, the individual is limited by the extent of his
knowledge of things relevant to his job. This applies both to the p
basic knowledge required in decision-making—a bridge designer |
must know the fundamentals of mechanics—and to the informa-
tion that is required to make his decisions appropriate to the given
situation. In this area, administrative theory is concerned with such
fundamental questions as these: what the limits are on the mass of
knowledge that human minds can accumulate and apply; how |
rapidly knowledge can be assimilated; how specialization in the |
administrative organization is to be related to the specializations
of knowledge that are prevalent in the community's occupational
structure; how the system of communication is to channel knowl-
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ji. " id information to the appropriate decision-points; what types

* 1'' I (wledge can, and what types cannot, be easily transmitted,;
V'A 1lleneed for intercommunication of information is affected by

m ides of specialization inthe organization ? This is perhaps the
ierrj . yicognita of adnlinistrative theory, and undoubtedly its care-
&' t\">loration will cast great light on the proper application of the
fsiH'ibs of administration.

i'trhaps this triangle of limits does not completely bound the
&*B ' f rationality, and other sides need to be added to the figure.
5Mar case, the enumeration will serve to indicate the kinds of con-
*A*tr'lions that must go into the construction of valid and non--
«iiti idictory principles of administration.

An important fact to be kept in mind is that the limits of ration-
j'l > irevariable limits. Most important of all, consciousness of the
A t- tnay in itself alter them. Suppose it were discovered in a par-
;i 1' 1 organization, for example, that organizational loyalties at-
*i (ul to small units had frequently led to a harmful degree of
1 r.'-iirganizational competition. Then, a program which trained
r n i;rsof the organization to be conscious of their loyalties, and
£ Miliordinate loyalties toward the smaller group to those toward
t'l 1 12er, might lead to a very considerable alteration of the limits
*1 thic organization.M

\ r«:laed point is that the term "rational behavior,” as employed
li e | efersto rationality when that behavior is evaluated in terms
» " objectives of the larger organization; for, as it has just been
* T*1 (1 out, the difference in direction of the individual's aims
' 1 those of the larger organization is just one of those elements
I urationality with which the theory must deal.

-* 1 'ing Weights to the Criteria

\ ii rst step, then, in the overhauling of the proverbs of adminis-
| 1K -1 is to develop a vocabulary, along the lines just suggested,
* |b; description of administrative organization. A second step,
» " | has also been outlined, isto study the limits of rationality in

I nexample of the use of such training, see Herbert A. Simon and William
"Controlling Human Factors in an Administrative Experiment,” Public
tration Review, 1:487-492 (Autumn, 1941)'
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order to develop a complete and comprehensive enumeration of th
criteria that must be weighed in evaluating an administrative orgsii-
ization. The current proverbs represent only a fragmentary a.id
unsystematized portion of these criteria.

When these two tasks have been carried out, it remains to assi*ri
weights to the criteria. Since the criteria, or "proverbs,” are oi\Wnh
mutually competitive or contradictory, it is not sufficient merely UJ
identify them. Merely to know, for example, that a specified chan ,<
in organization will reduce the span of control is not enough n>
justify the change. This gain must be balanced against the possil ‘e
resulting loss of contact between the higher and lower ranks of tliL

hierarchy.

Hence, administrative theory must also be concerned with tl t
question of the weights that are to be applied to these criteria— to
the problems of their relative importance in any concrete situatic «
This question is an empirical one, and its solution cannot even IA.
attempted in a volume like this one. What is needed is empirical i L
search and experimentation to determine the relative desirabil: t>
of alternative administrative arrangements. The methodologi' a
framewdrk for this research is already at hand in the principle uf
efficiency. If an administrative organization whose activities arc
susceptible to objective evaluation be studied, then the actual chan"t
in accomplishment that results from modifying administrative "
rangements in these organizations can be observed and analyzed.

There are two indispensable conditions to successful researt-h
along these lines. First, it is necessary that the objectives of the s '-
ministrative organization under study be defined in concrete ten
so that results, expressed in terms of these objectives, may be ;
curately measured. Second, it is necessary that sufficient expe i
mental control be exercised to make possible the isolation of t" t
particular effect under study from other disturbing factors t" '
might be operating on the organization at the same time.

These two conditions have seldom been even partially fulfill
in so-called "administrative experiments." The mere fact that .
legislature passes a law creating an administrative agency, that tii-
agency operates for five years, that it is finally abolished, and tI "
an historical study is then made of its operations is not sufficient’ <
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rmake of that agency's history an "administrative experiment”
Modern American legislation is full of such "experiments" which
iimish orators in neighboring states with abundant ammunition
» hen similar issues arise in their bailiwicks, but which provide the
¥ [entific investigator with little or nothing in the way of objective
evidence, one way or the other.
In the literature of administration, only a handful of research
"idles satisfy these fundamental conditions of methodology—"and
*i ey are, for the most part, on the periphery of the problem of organ-
Ji ition. There are, first of al, the studies of the Taylor group whiclj
** ught to determine the technological conditions of efficiency. Per-
n ps none of these is a better example of the painstaking methods
*¢' science than Taylor's own studies of the cutting of metds"®
Studies deaHng with the human and social aspects of administra-
» fn are even rarer than the technological studies. Among the more
"» portant are the whole series of studies on fatigue, starting in
( I eat Britain during the First World War, and culminating in the
iVestern Electric experiments.”

In the field of public administration, aimost the sole example of
Sl -h experimentation is the series of studies that have been con-
li cted inthe public welfarefieldto determine the proper case loads

ii - social workers.M"

Because, apart from these scattered examples, studies of admin-
| | rative agencies have been carried out without benefit of control
' objective measurements of results, they have had to depend for

[7. W. Taylor, On the Art of Cutting Metals (New Y ork: American Society

i Mechanical Engineers, 1907).

" Sreat Britain, Ministry of Munitions, Health of Munitions Workers Com-
1tee, Final Report (London: H.M. Stationery Office, igi8); F. J. Roethlis-

» ger and William J. Dickson, Management and the Worker (Cambridge:

H.irvard University Press, 1939).

* LUay F. Reed, An Experiment in Reducing the Cost of Relief (Chicago:
lerican Public Welfare Assn., 1937) ; Rebecca Staman, "What Is the Most
enomica Case Load in Public Relief Administration ?* Social Work Technique,

t. 17-121 (May-June, 1938); Chicago Relief Administration, Adequate Staff
ngs Economy (Chicago: American Public Welfare Assn., 1939) ; Constance
jtings and Saya S. Schwartz, Sse of Visitor's Caseload as a Factor in Ef~
‘mt Administration of Public Assistance (Philadelphia; Philadelphia County
ird of Assistance, igsg); H. A. Simon et al.. Determining Work Loads for

i> ‘fessional Saff in a Public Welfare Agency (Berkeley: University of Cali'

I na Bureau of Public Administration, 1941).
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their recommendations and conclusions upon a priori reason i ¢
proceeding from "principles of administration.” The reasons havJ
already been stated in this chapter why the "principles" derived
this way cannot be more than "proverbs."

Perhaps the program outlined here will appear an ambitious oM
even a quixotic one. There should certainly be no illusions, in undeH
taking it, as to the length and deviousness of the path. It is hard to®
see, however, what alternative remains open. Certainly neither th?
practitioner of administration nor the theoretician can be satisfied!
with the poor analytic tools that the proverbs provide him. Nor is|
there any reason to believe that aless drastic reconversion than thati
outlined here will rebuild those tools to usefulness. A

It may be objected that administration cannot aspire to be g
"science," that by the nature of its subject it cannot be more thanj,
an "art." Whether true or false, this objection is irrelevant to the!
present discussion. The question of how "exact" the principles ail,
administration can be made is one that only experience can answer.|
Rut as to whether they should be logical or illogical there can be no|
debate. Even an "art" cannot be founded on proverbs.

As aready indicated, the present volume will attempt only the
first step in the reconstruction of administrative theory:—the con-
struction of an adequate vocabulary and analytic scheme. In saying
that other steps must follow, one must be careful not to underesti-
mate the importance or necessity of this first one. To be sure, the
literature of administration has not been lacking in "theory," any
morethan it hasin descriptive and empirical studies. What has been -"
lacking has been a bridge between these two, so that theory could |
provide a guide to the design of "critical" experiments and studies,
while experimental studies could provide a sharp test and corrective
of theory. If this volume is successful, it will contribute toward the
construction of such a bridge.

Chapter Il

1 VCT AND VALUE IN DECISION-MAKING

' HAPTER | it was pointed out that every decision involves ele-
ments of two kinds, which were called "factual” and "value" elc-
srents respectively. This distinction proves to be a very fundamental
one for administration. It leads first of all to an understanding of
1% lat is meant by a "correct" administrative decision. Secondly, it
rlirifies the distinction, so often made in the literature of admin-
"ttration, between policy questions and questions of administration,
Ticse important issues will be the subject matter of the present
rhapter.

To ground an answer to these questions on first principles would
uluire that this volume on administration be prefaced by an even
loiger philosophical treatise. The necessary ideas are already ac-
cessible in the literature of philosophy. Hence, the conclusions
n ached by a particular school of modern philosophy—Ilogical posi-
twism—will be accepted as a starting point, and their implications
f'r the theory of decisions examined. The reader who is interested
in examining the reasoning upon which these doctrines are based
will find references to the literature in the footnotes to this chapter,

DCSTINCTION BETWEEN FACTUAL AND ETHICAL MEANING

Factual propositions are statements about the observable world
a dthe way in which it operates”* In principle, factual propositions

| "he positivist theory as to the nature of scientific propositions is discussed at
(' gth by Charles W. Morris, Foundations of the Theory of Sgns, and Rudolf
( map, Foundations of Logic and Mathematics, in International Encyclopedia
o Unified Science, vol. I, nos. 2 and 3 (Chicago: University of Chicago Press,
1'J17 and 1938); P. W. Bridgman, The Logic of Modern Physics (New Y ork;
H icmiUan Co., 1937); Rudolf Carnap, "Testability and Meaning," Philosophy

4S
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may be tested to determine whether they are true or false—whether|

what they say about the world actually occurs, or whether it doe"
|

Decisions are something more than factual propositions. To bel
sure, they are descriptive of a future state of affairs, and this de?|
scription can be true or false in a strictly empirical sense; but thej”
possess, in addition, an imperative quality—they select one futurel
state of affairs in preference to another and direct behavior toward|
the chosen alternative. In short, they have an ethical as well as a
factual content. I

The question of whether decisions can be correct and incorrect]
resolves itself, then, into the question of whether ethical terms like|
"ought,” "good," and "preferable" have a purely empirica mea+"
ing. It is a fundamental premise of this study that ethical terms arei
not completely reducible to factual terms. No attempt will be made
here to demonstrate conclusively the correctness of this view to-
ward ethical propositions; the justification has been set forth at
length by logical positivists and others.® [

The argument, briefly, runs as follows. To determine whether a |
proposition is correct, it must be compared directly with experi- |
ence—with the facts—or it must lead by logical reasoning to other |
propositions that can be compared with experience. But factual
propositions cannot be derived from ethical ones by any process of
reasoning, nor can ethical propositions be compared directly with >,
the facts—since they assert "oughts" rather than facts. Hence, there |
is no way in which the correctness of ethical propositions can be |
empirically or rationally tested.

From this viewpoint, if a sentence declares that some particular
state of affairs "ought to be," or that it is "preferable” or "desir-
able," then the sentence performs an imperative function, and is
neither true nor false, correct nor incorrect. Since decisions involve
valuation of this kind, they too cannot be objectively described as
correct or incorrect.

of Sience, 3: 420-471 (Oct., 1936), and 4: 2-40 (Jan., 1937) ; Rudolf Carnap,
The Logical Syntax of Language (New York: Harcourt, Brace & Co., 1937) ;
Alfred J. Ayer, Language, Truth, and Logic (London: Victor Gollancz, 1936).
2 Two recent treatments are Ayer, op. cit,, and T. V. Smith, Beyond Conscience
(New York: McGraw-Hill Book Co., 1934).
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E search for the philosopher's stone and the squaring of the
dnl. have not been more popular pursuits among philosophers

the attempt to derive ethical sentences, as consequences of
eniti 7 factual ones. To mention a relatively modern example—

lam defined the term "good" as equivalent with "conducive to
fa* tiess," defining "happiness" in psychological terms.® He then
rf'P iered whether or not particular states of affairs were con-
du ,eto happiness, and hence good. Of course, no logical objection
car i-j raised against this procedure: it is here rejected because the
»f ' "good" thus defined by Bentham cannot perform the function
req . -ed of the word "good" in ethics—that of expressing moral
pT | i-ence for one alternative over another. It may be possible by
'Ht n | process to derive the conclusion that people will be happier
nn, one set of circumstances than under another, but this does not
p'l'* that they ought to be happier. The Aristotelian definition—
that something is good for man which makes him correspond more
clizdy with his essential nature as arational animal *—suffers from
thb same limitation.

Thus, by appropriate definitions of the word "good" it may be
jK»ssble to construct sentences of the form: "Such a state of affairs
w good." But from "good" defined in this way it is impossible to
d duce "Such a state of affairs ought to he" The task of ethics is
t*i select imperatives—ought-sentences; and this task cannot be ac-
rnmplished If the term "good" is defined in such away that it merely
d signates existents. In this study, therefore, words like "good"
and "ought" will be reserved for their ethical functions, and will
Sl -t be predicated of any state of affairs in a purely factual sense.
U follows that decisions may be "good," but they cannot, in an un-
g dified sense, be "correct," or "true."

The Evaluation of Decisions

We see that, in a strict sense, the administrator's decisions can-
">t be evaluated by scientific means. Is there no scientific content,
t len, to administrative problems? Are they purely questions of

= leremy Bentham, An Introduction to the Principles of Morals and Legidation

t )xford: Clarendon Press, 1907), P- i-

A vristotle, "Nicomachean Ethics," bk. I, chap, vii, 12-18, in The Basic Works of
'istotle, ed. by Richard McKeon (New Y ork: Random House, 1941)-
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ethics ? Quite the contrary: to assert that there is an ethical elementt
involved in every decision is not to assert that decisions involve onl"S
ethical elements. M

Consider the following passage from the Infantry Field Mamui®
of the United States Army:

Surprise is an essential element of a successful attack. Its effectd
should be striven fo- in small as well as in large operations. InfanttT”i
effects surprise by concealment of the time and place of the attac™*
screening of its dispositions, rapidity of maneuver, deception, and the|
avoidance of stereotyped procedures.

It is difficult to say to what extent these three sentences are meant|
as factual propositions, and to what extent they are intended as im<|
peratives, that is, as decisions. The first may be read purely as ai
statement about the conditions for a successful attack; the thirc?
may be interpreted as a listing of the conditions under which a statejl
of surprise is achieved. But binding together these factual sentences™
—providing them with connective tissue, so to speak—is a set of J
expressed and implied imperatives, which may be paraphrased thus: m
"Attack successfully!™ "Employ surprise!” and "Conceal the time||
and place of attack, screen dispositions, move rapidly, deceive thej
enemy, and avoid stereotyped procedures!”

In fact, the paragraph can be rephrased in another way, separat-;
ing it into three sentences, the first ethical, the others purely factual:

1. Attack successfully!

~ 2. An attack is successful only when carried out under condi-
tions of surprise.

3. The conditions of surprise are concealment of the time and
place of attack, etc.

It follows that the decisions that a military commander makes to
screen the dispositions of his troops contain both factual and ethical
elements, for he screens the dispositions in order to effect "sur-
prise," and thisin order to attack successfully. Hence, there is one
sense in which the correctness of his decisions can be judged: it is
apurely factual question whether the measures he takes in order to
accomplish his aim are appropriate measures. It is not a factual

"Complete Tactics, Infantry Rifle Battalion (Washington: Infantry Journal,
1940), p. 20,
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on whether the aim itself is correct or not, except in so far as
1 .m isconnected, by an "*in order," to further aims.

| * :isions can always be evaluated in this relative sense—it can

' termined whether they are correct, given the objective at

"ril they are a@imed—nbut a change in objectives implies a change

m1 iluation. Strictly speaking, it is not the decision itself which

r | iuated, but the purely factual relationship that is asserted be-

I"»"  the decision and its aims.* The commander's decision to take

ular measures in order to attain surprise is not evaluated;

*N | is evaluated is his factual judgment that the measures he takes
wdi  n fact, attain surprise.

'\ s argument may be presented in a slightly different way. Con-
311 the two sentences: "Achieve surprise!" and "The conditions
0OJ -prise are concealment of the time and place of attack, etc.**
%" : thefirst sentence contains an imperative, or ethical, element,
*i»  ence is neither true nor false, the second sentence is purely
«? L1 If thenotion of logical inference be extended so as to apply
fc>'1 ethical as well as the factual element in sentences, then from
ih two sentences a third may be deduced: "Conceal the time and
pi | >f attack, etc.!" Thus, with the mediation of a factual premise
\i second sentence), one imperative can be deduced from an-

The Mixed Character of Ethical Satements

Tt hould be clear from the illustrations already put forth that
r j-d tjthical propositions have admixed with them factual elements.

e '1 ooint of view is developed by Jorgen Jorgensen in "Imperatives and Logic*”
[eN i>tnis, 7:288-296 (1938).
e n :ttheusua laws of inference do not appear to hold strictly in deducing one
JT 1 Ilive from another. For anumber of discussions of the possibility of alogical
< ' s for imperatives and attempts to construct a rigorous calculus, see the
I li \'ng: Karl Menger, "A Logic of the Doubtful: On Optative and Impera-
I gic," Reports of a Mathematical Colloquium (Notre Dame, Indiana, 1939)*
"1 3, No. I, pp. 53-64; K. Grue-Sorensen, "Imperativsatze und Logik;
| . ung einer Kritik," Theoria, 5:195-202 (i939) ; Albert Hofstadter and
J I C. McKinsey, "On the Logic of Imperatives," Philosophy of Science,
' 110457 (1939) ; Kurt Grelling, "Zur Logik der Sollsatze," Unity of Science®
I rum, Jan., 1939, pp. 44-47; K. Reach, "Some Comments on Grelling's Paper,"
[ il, Apr., 1939, p. 72; Kalle Sorainen, "Der Modus und die Logik," Theoria,
ee N2-204 (1939) ; Rose Rand, "Logik der Forderungssatze," Rewvue interna'
li tiile de la Theorie du droit (Zurich), New Series. 5:308-322 (i939).
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Since most imperatives are not ends-in-themselves but intermediate!
ends, the question of their appropriateness to the morefinal ends at |
which they are aimed remains a factual question. Whether it is everM
possible to trace the chain of implementation far enough to isolate®
a"pure" value—an end that is desired purely for itself—is a questri
tion that need not be settled here. The important point for the pres”|
ent discussion is that any statement that contains an ethical element,|
intermediate or final, cannot be described as correct or incorrect,!
and that the decision-making process must start with some ethicali
premise that is taken as "given." This ethical premise describes the-:
objective of the organization in question.

In administration, the mixed character of the ethical "givens" is™
usually fairly obvious. A municipal department may take as its ob-|
jective the providing of recreation to the city's inhabitants. This,«
aim may then be further analyzed as a means toward "buildingi
healthier bodies,” "using leisure time constructively,” "preventing!
juvenile delinquency,” and a host of others, until the chain of means.i
and ends is traced into avague realm labeled "the good life." At this
point the means-ends connections become so conjectural (e.g. the
relation between recreation and character), and the content of the ,»
values so ill defined (e.g. "happiness"), that the analysis becomes i
valueless for administrative purposes.* A

The last point may be stated in a more positive way. In order for |
an ethical proposition to be useful for rational decision-making, (a) ,,
the values taken as organizational objectives must be definite, so 4
that their degree of realization in any situation can be assessed, and |
(b) it must be possible to form judgments as to the probability |
that particular actions will implement these objectives.

The Role of Judgment in Decision

The division of the premises of decision into those that are ethi-
cal and those that are factual might appear to leave no room for
judgment in decision-making. This difficulty is avoided by the very
broad meaning that has been given to the word "factual": a state-
ment about the observable world is factual if, in principle, its truth

8 See the excdllent discusson of this point by Wayne A. R. Leysin "Ethicsad
Adminidrative Discretion,” Public Admintstratiofi® Review, y.ig (Winter, 1943).
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7' falsity may be tested. That is, if certain events occur, we say the
**atement was true; if other events occur, we say that it was false.

This does not by any means imply that we are able to determine
Si advance whether it is true or false. It is here that judgment en-
1i rs. In making administrative decisions it is continually necessary
f choose factual premises whose truth or falsehood is not defi-
nitely known and cannot be determined with certainty with the in-
iiirmation and time available for reaching the decision.

Iti5apurely factual question whether a particular infantry attack
*in take its objective or fail. It is, nevertheless, a question involv-
«iig judgment, since the success or failure will depend upon the
*f sposition of the enemy, the accuracy and strength of artillery sup-
X'Wty the topography”~the morale of the attacking and defending
"oops, and a host of other factors that cannot be completely known
Q" assessed by the commander who has to order the attack.

In ordinary speech there is often confusion between the element
Oi judgment in decision and the ethical element. This confusion is
p ihanced by the fact that the further the means-end chain is fol-
l«wed, i.e. the greater the ethical element, the more doubtful are
| e steps in the chain, and the greater is the element of judgment

volved in determining what means will contribute to what ends®

The process by which judgments are formed has been very im-
;- rfectly studied. In practical administration it may be feared that
f nfidence in the correctness of judgments sometimes takes the
| ace of any serious attempt to evaluate them systematically on the
| sis of subsequent results. But further consideration of the psy-
1 ology of decision-making will have to be postponed to a later
d a)tG',A**

| alue Judgments in Private Management

The illustrations used thus far in this chapter have been drawn
| i-gely from thefield of public administration. One reason for this
i that the problem of value judgments has been more fully explored

e XySs, op. cit,, p. i8, points out that this confusion has been present in most of
t e« htcrature on administrative discretion.
Barnard, op. cit.,, presents an interesting, but perhaps too optimistic, view of
I' ' "intuitive" element in administrative decision, in an Appendix, "Mind in
‘eryday Affairs,” pp. 299-322.
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—particularly in relation to administrative discretion and admif
istrative regulation—in the public than in the private field. ThJ
is, in fact, no essential difference on this topic between the two. t)|
cisions in private management, like decisions in public managemen
must take as their ethical premises the objectives that have been

for the organization.

There are important differences between public and private msM
agement, of course, in the types of organizational objectives tha|
are set up and in the procedures and mechanisms for establishin|
them. In public administration final responsibility for determining
objectives rests with a legislative body; in private management|

» with the board of directors, and ultimately with the stockholders.”
In both fields serious problems have arisen as to the means to hi
used in implementing the responsibility of these control bodies*”
It is to this problem that we turn next—again directing our atten-
tion particularly to the field of public administration. A little"
translation of terms should suffice to make most of the discussion
applicable to the stockholder-management relationship.

POLICY AND ADMINISTRATION

In practice, the separation between the ethical and the factual ele-
ments in judgment can usually be carried only a short distance. The®
values involved in administrative decisions are seldom final values|
in any psychological or philosophical sense. Most objectives and|
activities derive their value from the means-ends relationships
which connect them with objectives or activities that are valued in
themselves. By a process of anticipation, the value inhering in the
desired end is transferred to the means. The product of a manufac-
turing process is valued by its producers for its convertibility into
money (which in turn has value only in exchange) and by its pur-

* |n chap, vi arguments will be presented that the true analogve of the legisla- §

tive body is the customer rather than the stockholder. 1
12 The private-management literature on thi.s topic, while for the most part 1
relatively recent; is growing rapidly. See for example Beardsley Ruml, Tdmor- A
ro-a/s Business (New York: Farrar & Rinehart, ig’\SL',_Robert A. Brady, Btisi-
ness as a System of Power (New York: Columbia University Presp, 1943) ; .
or Robert Aaron Gordon, Bttsiness Leadership in the Large Corporation (Wash-
ington: Brookings Institution, 194S).
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s’s for the values to be derived from its consumption. Just so,

J&t activities of a fire department, or a school system, are valued
2«65 ately for their contribution to human and social life, and they

Lini their value only so long as they serve those more final ends.
\ ( the extent that these intermediate values are involved, valu-

4SK naults of administrative activity can be considered as ends only
A an intermediate sense, the values that will be attached to these
*fcii s depend on the empirical connections that are beUeved to

«Xi"t between them and the more final goals. To weight properly
rfic’t intermediate values, it is necessary to understand their objec-
tivi consequences.

"t best it might be hoped that the process of decision could be
SBhdivided into two major segments. The first would involve the
Ajfclopment of a system of intermediate values, and an appraisal
o|*heir relative weights. The second would consist in a comparison
©ithe possible lines of action interms of this value system. The first
segment would obviously involve both ethical and factual considera®
tipns; the second segment could be pretty well restricted to factual
problems.

As already pointed out, the reason for making a division of this
sort lies in the different criteria of "correctness" that must be ap-
plied to the ethical and factual elements in a decision, "Correctness"
&? applied to imperatives has meaning only in terms of subjective
human values. "Correctness' as applied to factual propositions
means objective, empirical truth. If two persons give different an-
swers to a factual problem, both cannot be right. Not so with ethi-

cal questions.

Vagueness of the "Policy and Administration" Distinction

Recognition of this distinction in the meanings of "correctness"
would lend clarity to the distinction that is commonly made in the
literature of political science between "policy questions’ and "ad-
ministrative questions.” These latter terms were given currency by
Cioodnow*s classical treatise. Politics and Administration™ pub-

A"Frank J. Goodnow, Politics and Administration (New York: MacmiUan
Company, 1900).
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lished in 1900. Yet, neither in Goodnow's study nor in any of thel
innumerable discussions that have followed it have any clear-cut|
criteria or marks of identification been suggested that would enlj
able one to recognize a "policy question™" on sight, or to distinguisl|
it from an "administrative question.” Apparently, it has been as-|
sumed that the distinction is self-evident—so self-evident as hardly,
to require discussion.

In The New Democracy and the New Despotism, Charles E.
Merriam sets forth as one of the five principal assumptions of de-
mocracy "the desirabihty of popular decision in the last analysis on
basic questions of socia direction and policy, and of recognized pro-
cedures for the expression of such decisions and their validation in
policy." ** As to the exact scope and nature of these "basic ques-
tions/' heis less explicit: /

It may be asked, Who shall decide what are "basic questions," and|
who shall determine whether the ways and means of expressing the|
mass will are appropriate and effective? We cannot go farther back-
than the "general understandings” oi the community, always the judge;
of the form and functioning of the legal order in which the system is
St

Similarly, Goodnow, in the original statement of the roles of
politics and administration in government, fails to draw a careful
line between the two. In fact, he comes perilously close to identify-,
ing "policy" with "deciding,” and "administration" with "doing."
For example:

... political functions group themselves naturally under two heads,
which are equally applicable to the mental operations and the actions
of self-conscious personalities. That is, the action of the state as a politi-
cal entity consists either in operations necessary to the expression of its
will, or in operations necessary to the execution of that will"\®
And again:

These two functions of government may for purposes of convenience
be designated respectively as Politics and Administration. Politics has
1* Charles E. Merriam, The New Democracy and the New Despotism (New

York: McGraw-Hill Book Co., 1939)f p. U-
15 Ibid.t p. 39 M Goodnow, op, cif., p. 9.
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fa do with policies or expressions of the state will. Administration has
iodo with the execution of these policies

At a later point in his discussion, however, Goodnow retreats
fhom this extreme position, and recognizes that certain decisional
efcments are included in the administrative function:

Thefact is, then, that there is alarge part of administration which is
unconnected with politics, which should therefore be relieved very
fergcly, if not altogether, from the control of politica bodies. It is un-
connected with politics because it embraces fields of semi-scientific,
caojt-judicial and “wag-business or commercia activity—work which
has httle if any influence on the expression of the true state will M

Without embracing Goodnow's conclusion regarding the de-
sirability of removing some portions of administration from politi-
cal control, we may recognize in this third statement an attempt on
his part to segregate a class of decisions which do not require ex-
ternal control because they possess an internal criterion of correct-
ntss The epistemological position of the present volume leads us
to identify this internal criterion with the criterion of factual cor-
eictncss, and the group of decisions possessing this criterion with
ihose that are factual in nature.

In discussions of administrative discretion from the point of
"\isw of administrative law there has sometimes been a tendency to
dmy that there exists any class of factual questions which possess
a unique epistemological status. Neither Freund nor Dickinson is
able to find ajustification for administrative discretion except as an
? plication of decisions to concrete instances, or as a transitory
phenomenon confined to a sphere of uncertainty within which the
T 'le of law has not yet penetrated. ®

To be sure, the two men offer different suggestions for the
gradual elimination of this area of uncertainty. Freund relies upon
the legislature to restrict discretion by the exercise of its function
ot policy determination** Dickinson thinks that administrative
tiiscretion can gradually be replaced by general rules to be formu-

»'16K/., p. 18. i8/t(U, p. 5.
"Ernst Freund, Administrative Powers over Persons and Property (Chicago:
| liversity of Chicago Press, 1928), pp. 97-103; John Dickinson, Administrative
J dtice and the Supremacy of Law in the United States (Cambridge: Harvard
1 iiversity Press, 1927), passim.

' Freund, op. cit., pp. 98-99-
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lated by the courts, as.principles gradually emerge to view from a
given set of problems™ Neither is willing to admit any funda-
mental difference between the factual and normative elements in-
volved in law-finding, or to seein that difference a justification for
discretionary action. N

The courts have come somewhat closer to a recognition of this!
distinction, though their separation of "questions of fact" fron:|
"guestions of law" places in the latter category agreat many factual!
issues—especialy when "jurisdictional facts" and "constitutional
facts" become "questions of law-"  Thisis not the place, however,]
to discuss the whole problem of judicial review. These brief comT;
ments serve merely to illustrate the lack of any general agreement”
as to the fundamental difference between factual and value ques-|
tions in the field of administrative law.

Opposed to the view that discretion is inherently undesirable, is*
the equally extreme view that all administrative decisions can.
safely be guided by the internal criteria of correctness, and that,
legislative control can be supplanted by the control which is exer-
cised by the fellowship of sdence”® Our own analysis exposes thei
fallacy of an argument that declares decisions to be all factual as ¢
clearly as it refutes an argument that declares them to be all ethical.,

The position to which the methodological assumptions of the
present study lead us is this: The process of validating a factual
proposition is quite distinct from the process of validating a value
judgment. The former is validated by its agreement with the facts,
the latter by human fiat.

Legislator and Administrator

Democratic institutions find their principal justification as a pro-
cedure for the validation of value judgments. There is no "scien-

21 Dickinson, op. dt, pp. 103-156-

ssFreund, op. cit., pp. 389-299; Dickinson, op. cit, pp. 307-3"3"

25C J. Friedrich stresses the value of the "fellowship of science” in enforcing
responsibility. He does not propose, however, to dispense with the device of
legislative control. See "Public Policy and the Nature of Administrative Re-
sponsibility,” in Public Policy, 1940 (Cambridge: Harvard University Press,
1940), pp. 3-24. Cf. John M. Gaus, "The Responsibility of Public Administra-
tion," in The Frontiers of Public Administration, ed. Gaus, White, and Dimock
(Chicago: University of Chicago Press, 1936), pp. 26-44.
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Sfic' or "expert" way of making such judgments, hence expertise
of whatever kind is no qualification for the performance of this
function. If the factual elements in decision could be strictly sepa
nted, in practice, from the ethical, the proper roles of representa-
tive and expert in a democratic decision-making process would be
simple. For two reasons this is not possible. First, as has already
been noted, most value judgments are made in terms of intermediate
values, which themselves involve factual questions. Second, if
f.".tual decisions are entrusted to the experts, sanctions must be
available to guarantee that the experts will conform, in good faith,
to the value judgments that have been democratically formulated.

Critics of existing procedures for enforcing responsibility point
to the high degree of ineffectiveness of these procedures in prac-
iLE~™ But there is no reason to conclude that the procedures are
inherently valueless. First, for the reasons already explained, self-
ri'-ponsibility of the administrator is no answer to the problem.
Pi :ond, the fact that pressure of legislative work forbids the re-
v w of more than a few administrative decisions does not destroy
tilt; usefulness of sanctions that permit the legislative body to hold
Ih : administrator answerable for any oi his decisions. The antici-
p.ion of possible legislative investigation and review will have a
p iverful controlling effect on the administrator, even if this poten-
tK [ review can be actualized only in a few cases. The function of
d*ciiding may be distributed very differently in the body politic from
tr : final authority for resolving disputed decisions.

[t would not be possible to lay down any final principles with re-
g rd to a subject so controversial, and so imperfectly explored.”"
*N (vertheless, if the distinction of factual from ethical questions is
a \alid one, these conclusions would seem to follow:

t. Responsibility to democratic institutions for value determina-
iven can be strengthened by the invention of procedural devices
permitting a more effective separation of the factual and ethical ele-

2* Cf. Friedrich, op. cit., pp. 3-8. It should be pointed out again that Friedrich
does not propose to dispense with democratic control, but to supplement it with

other sanctions.

26 1. G. Gibbon treats of this question in "The Officid and His Authority,"
Ptil'lic Administration, 4:81-94 (Apr., 1926), arriving at conclusions substantially
m agreement with those set forth here.
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ments in decisions. Some suggestions will be offered along thi i
lines in later chapters.

2. Theallocation of aquestion to legislature or administrator f ir
decision should depend on the relative importance of the factual ai"i
ethical issues involved, and the degree to which the former are con-
troversial A proper allocation will become increasingly possible,
without overburdening the legislature, to the extent that Point |
above is successfully carried out.

3. Sincethelegislative body must of necessity makemany facti 0
judgments, it must have ready access to information and advi®
However, this must take the form not merely of recommendatioi
for action, but of factual information on the objective consequemt.*:
of the alternatives that are before the legislative body.

4. Since the administrative agency must of necessity make mavi\
value judgments, it must be responsive to community values, f\r
beyond those that are explicitly enacted into law. Likewise, thouj™ii
the function of making value judgments may often be delegated to
the administrator, especially where controversial issues are not in-
volved, his complete answerability, in case of disagreement, mu’i
be retained.

If it is desired to retain the terms "policy” and "administration
they can best be applied to a division of the decisional functionstb it
follows these suggested lines. While not identical with the separ 1-
tion of "value" from "fact," such a division would clearly be d'-
pendent upon that fundamental distinction.

It would be naive to suggest that the division of work betwei i
legislature and administrator in any actual public agency will evi 1
follow very closely the lines just suggested. In the first place t'u
legislative body will often wish, for political reasons, to avoid mak-
ing clear-cut policy decisions, and to pass these on to an administr i-
tive agency.™* In the second place the administrator may be vei v
different from the neutral, compliant individual pictured here. | h
may (and usually will) have his own very definite set of person il
values that he would like to see implemented by his administratis
organization, and he may resist attempts by the legislature to a*

26 Thispoint isably discussed by Leys op. cit., pp. 20-22,
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*: 'me completely the function of policy determination, or he may
«t botage their decisions by his manner of executing them.

Nevertheless, it would probably be fair to say that the attainment
ol democratic responsibility in modern government will require an
n[)proximation to those lines of demarcation between legislature
aud administrator that were outlined above.

A Note on Terminology

Before concluding this chapter, it should be pointed out that the
Urm "policy" is often used in a much broader and looser sense than
the meaning given here. In private management literature, particu-
larly, "policy" often means either (@) any general rule that has been
laid down in an organization to limit the discretion of subordinates
(i- g. it is "policy" in B department to file a carbon of al letters by
"Nibject), or (b) at least the more Important of these rules, promul-
fited by top management (e.g. an employee Is allowed two weeks'
<k leave per year). In neither of these usages is it implied that
policy has any ethical content. Serious ambiguity would be
avoided if different terms were used for these three concepts—
the one discussed in preceding paragraphs, and the two listed just
above. Perhaps the ethical premises of management could be called
"legislative policy"; the broad non-ethical rules laid down by top
V anagement, "management policy"; and other rules, "working
pflicy."

In addition to these several kinds of policy, or authoritatively
li.omulgated rules, there are to be found in almost every organiza-
t Dn alarge number of "practices" which have not been established
a orders or regulations, and which are not enforced by sanctions,
b It which are nevertheless observed in the organization by force of
f istom or for other reasons. Often, the line between policy and prac-
u;e is not sharp unless the organization follows the "practice” (or

policy") of putting al Its policies in writing.

CONCLUSION

This chapter has been devoted to an explanation of the distinction
| itween the value elements and the factual elements in decision-
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making. It has been shown, furthermore, that this distinction isihe
basis for the line that is commonly' drawn between questions o|i
policy and questions of administration.

In the next chapter, the anatomy of decision will be further e-
amined, with special reference to the concept of "rationaHt/' in
decision-making. The emphasis will remain upon the logical rath( r
than the psychological aspects of decision.

Chapter 1V

RATIONALITY IN ADMINISTRATIVE
BEHAVIOR

IN CHAPTER IIl it was concluded that the correctness of an ad-
ministrative decision is a relative matter—it is correct if it selects
* ppropriate means to reach designated ends. The rational adminis-
1 -ator is concerned with the selection of these effective means. For
the construction of an administrative theory it is necessary to ex-
amine further the notion of rationality and, in particular, to achieve
perfect clarity as to what is meant by "the selection of effective
means.” The process of clarifying this idea will throw considerable
hght, in turn, upon the concepts of "efficiency” and "coordination”
—"ah of central importance to administrative theory.

Little will be said in this chapter about what goes on inthe mind
of a person making decisions—"treatment of the subject from a
\ sychological standpoint will be reserved for Chapter V. The pres-
t nt chapter will be concerned with the objective environment of
t'ecision—with the actual consequences that follow on choice.
Choice, in so far as it is rational and cognizant of its objective con-
(‘itions, involves a selection of one alternative from among several,
The alternatives differ with respect to the consequences that flow
from them, and an analysis of decision-making in its objective
ispects will refer primarily to these variable consequences of choice.

A.lthough this emphasis upon consequences will give the pres-
, Nt chapter a definitely "rationahstic" bias, concentration on the
rational aspects of human behavior should not be construed as an
assertion that human beings are always or generally rational. That
misconception, which permeated utilitarian political theory and a

6i
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large part of classical economic theory, has been decisively refultd
by modern developments in psychology and sociology.®

Since "good" administration is behavior that is realistic >
adapted toits ends, just as "good" business is economic behavior -
curately calculated to realize gain, a theory of administrative \ -
cisions will of necessity be somewhat preoccupied with the ratioi i\
aspects of choice. Later chapters of this study will pay more atti i-
tion to the actualities of administrative behavior. The present ch ip-
ter bears the same relation to these realistic analyses that a disc -
sion of business principles and theories bears to a description <i
economic institutions and actual market behaviors; that is, itis n it
a description of how administrators decide so much as a descrip-
tion of how good administrators decide

MEANS AND ENDS

Fact and value, as already noted in Chapter |1, are related to
means and ends. In the process of decision those alternatives aie
chosen which are considered to be appropriate means for reaching!
desired ends. Ends themselves, however, are often merely instru- i
mental to more final objectives. We are thus led to the conception
of aseries, or hierarchy, of ends. Rationality has to do with the con-
struction of means-ends chains of this kind.*

" The naive utilitarian view is nowhere more strikingly set forth than by Jeremy
Bentham, op. cit,, pp. 1-7, passm. On the other hand, rationalism is implicit
rather tlran explicit in Adam Smith. See An Inquiry into the Nature and Causes
of the Wealth of Nations (New Y ork: E. P. Button & Co', 1914), pp. 12-15. The
criticism of rationalism has perhaps been most strongly urged by the Freudians,
but is a matter of general acceptance among almost all modern schools of sociology
and psychology. See, for example, Harold D. Lasswell, Psychopathology and
Politics (Chicago: University of Chicago Press, 1930), pp. 28-37; Sigmund
Freud, "The Unconscious,” Collected Papers (London: L. and V, Woolf, 1925),
4:98-136; Vilfredo Pareto, The Mind and Society (New York: Harcourt, Brace
*& Co., 1935), passim.

-2 The Appendix discusses at greater length the distinction between a practical
science of administration (the study of what administrators "ought") and a
sociology of administration (the study of what administrators "do").

ATalcott Parsons analyzes social action systems with the help of these same
terms in The Structure of Social Action (New York: McGraw-Hill Book Co.,
1937),PP. 44, 40> 228-241.
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t  Hierarchy of Ends

Ivin at the physiological level means-end relationships serve to

| grate behavior. At this level muscular tensions are coordinated

(as ameans of) the performance of simple physiological acts—

*  king, reaching and grasping an object, turning the eyes toward

1 object. In the adult, these simple movements are largely uncon-

ious and automatic; but the child must with great difficulty learn

| lem, and this learning, although not at a reflective level, is not at
1 unlike the learning of an adult in a means-end situation.

But the taking of astep, the grasping of an object, is usually itself
means to a broader end. The clearest way to determine which ends
ee sought for their own sake, and which for their usefulness as

| leansto moredistant ends, isto place the subject in situations where
| ; must choose between conflicting ends.

The fact that goals may be dependent for their force on other

| tore distant ends leads to the arrangement of these goals in a

1 lerarchy—each level to be considered as an end relative to the

i velsbelow it and as ameansrelativeto the levels above it. Through

1 le hierarchical structure of ends, behavior attains integration and
msistency, for each member of a set of behavior alternatives is

r len weighed in terms of a comprehensive scae of values—the
ultimate" ends. In actual behavior, a high degree of conscious in-

1 :gration is seldom attained. Instead of a single branching hier-
-chy, the structure of conscious motives is usually a tangled web
r, more precisely, a disconnected collection of elements only weakly
id incompletely tied together; and the integration of these de-
tents becomes progressively weaker as the higher levels of the
lerarchy'—the more final ends—are reached.

The hierarchy of means and ends is as characteristic of the be-
avior of organization as it is of individuals. As a matter of fact,
le mode of specialization which in Chapter 11 was caled "organi-
ition by purpose” is nothing other than the arrangement of the
rganization structure to parallel the system of means and ends in-
olved in the accomplishment of its purposes. Thus, the fire depart-
lent has as its purpose the reduction of fire losses; but the means
) the attainment of this end are the prevention of fires and the ex-
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tinguishment of fires. These two principal means are often repre-
sented in the organization structure by afire prevention bureau and
the fire fighting forces, respectively. Since the latter must, in order
to accomplish their purpose, be dispersed over the city, we find at
the next level organization units specialized by area.

It is also as true of organizational as of individual behavior that
the means-end hierarchy is seldom an integrated, completely con-
nected chain. Often the connections between organization activities
and ultimate objectives is obscure, or these ultimate objectives are
incompletely formulated, or there are internal conflicts and con-
tradictions among the ultimate objectives, or among the means
selected to attain them. Thus, decision-making in the Work
Projects Administration was complicated by the competing claims
of "pump-priming" and immediate relief to the unemployed as
agency objectives. In War Production Board decision-making, it
was necessary to balance war needs against civilian requirements.

Sometimes the lack of integration in an organization's means-
end hierarchy is due to refusal of the policy-making body to de-
cide a "hot" issue of policy—Congress' refusal, for example, to
determine for Selective Service the relative weight to be given to
family status and occupation in deferments from military service.
Sometimes the means-end connections themselves are obscure. For
example, to say that it is the objective of an army to defeat the
enemy leaves a great deal of room for dispute and inconsistency
as to the proper strategies for achieving this end. (The contro-
versy in this country between the "Germany first" and "Japan
first" factions comes to mind in this connection.)

Both organizations and individuals, then, fail to attain a com-
plete integration of their behavior through consideration of these
means-end relationships. Nevertheless, what remains oi rationality
in their behavior is precisely the incomplete, and sometimes incon-
sistent, hierarchy that has just been described.

Limitations of the Means-End Schema

This analysis of rational behavior in terms of a means-end
hierarchy may lead to inaccurate conclusions unless certain cau-
tions are observed.
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First, the ends to be attained by the choice of a particular be-
fcivior alternative are often incompletely or incorrectly stated
through failure to consider the alternative ends that could be
reached by selection of another behavior. It is not enough, in select-
ipg a cantilever design for a bridge across a particular river, to
Vnow that this design will serve the purpose of bridging the river.
The wisdom of the choice depends on whether the cantilever design
TV HI bridge the river more effectively and more economically than
3 suspension bridge, or a viaduct, or some other design. Rational
dt-cision-making aways requires the comparison of alternative
means in terms of the respective ends to which they will lead. As
win be seen in Chapter V111, below, this means that "efficiency**—
the attainment of maximum values with limited means—"must be
a guiding criterion in administrative decision.

Second, in actual situations a complete separation of means from
ends is usually impossible, for the alternative means are not usually
viiluationally neutral. It is from this difficulty that so many futile
arguments arise as to whether "the ends justify the means.” In
the case of the Prohibition Amendment, for example, the means
employed involved so many value questions—questions of personal
liberty, proper police methods, etc.—that these soon overshadowed
in importance the "ultimate" objective of temperance. Hence it
«was fallacious to talk of prohibition as merely a means to the highly
desirable end of temperance. The particular means used to attain
this particular end had many consequences other than the specific
«ILd being sought, and these other unsought ends had to be given
their proper weight in considering the desirability of the means.

Third, the means-end terminology tends to obscure the role of
the time element in decision-making. If an end is some condition
01 state to be realized, then only one state may be realized at one
lime but many states over a period of time, and choice is influenced
not only by particular ends but also by expectations of what ends
fi'ay be realized at different times. Choice imposes two problems:
4 [) If aparticular end is to be realized at a given time, what alter-
Il itive ends must be relinquished for that time? (2) If aparticular
t id is to be redlized at a given time, how does this limit the ends
that may be realized at other times? When Louis XV said, "Apres
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nous le deluge,” he was expressing the factual judgment that
achievement of his particular short-run ends entailed some un-
fortunate long-run consequences, and he was also expressing a
value-judgment—one of indifference for long-term consequences.
Economists would say that he discounted time heavily.

The time element enters into decision-making in still another
way. Some decisions are irrevocable in the sense that they create
a new situation which, in turn, influences the decisions that follow
them. In economic situations this is illustrated by the existence of
fixed costs. If a manufacturer is deciding whether he will build
a factory to make shoes, his problem is to determine whether the
revenue he will get by selling the shoes will reimburse him for his
expenditure. But, if he already has a shoe factory, the cost of this
factory is a "sunk" cost that cannot be recovered; and he will con-
tinue to make shoes, even at an over-all loss, provided his revenues
cover any new and additional costs that he must incur to make them.
The decision to build the factory, therefore, influences his sub-
sequent decisions. It is the existence of these long-term, irrevocable
decisions that more than anything else accounts for the relative
consistency of both personal and organizational behavior over
periods of time. It also accounts for a certain "inertia" in the
adjustment to new situations.

These objections do not mean that the language of ends and
means is unusable; they simply mean that it must be employed with
considerable care and sophistication. Under some circumstances
another terminology may be clearer, and it is the purpose of the
next section of this chapter to suggest such a terminology.

ALTERNATIVES AND CONSEQUENCES

The objections that have been raised to the means-end schema
are (@) that it obscures the comparative element in decision-making,
(b) that it does not achieve a successful separation of the factual
elements in decision from the value elements, and (c) that it gives
msufficient recognition to the time variable in purposive behavior.
A theory of decisions in terms of alternative behavior possibilities
and their consequences meets al these objections.
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Inihavior Alternatives”

At each moment the behaving subject, or the organization com-
i-«ed of numbers of such individuals, is confronted with a large
imber of alternative behaviors, some of which are present in
» nsciousness and some of which are not. Decision, or choice, as
' eterm is used here, is the process by which one of these alterna-
ii res for each moment's behavior is selected to be carried out. The
"o ries of such decisions which determines behavior over some
' -etch of time may be caled a strategy.

If any one of the possible strategies is chosen and followed out,
¢ rtain consequences will result. The task of rational decision is
t> sdect"that one of the strategies which is followed by the pre-
t rred set of consequences. It should be emphasized that all the
¢"nsequences that follow from the chosen strategy are relevant to
tie evaluation of its correctness, not simply those consequences
11 at were anticipated.

The task of decision involves three steps: (i) the listing of all
\ht alternative strategies; (2) the determination of al the con-

guences that follow upon each of these strategies; (3) the com-

irative evaluation of these sets of consequences. The word "all"
| used advisedly. It is obviously impossible for the individual to
Tdiow all his alternatives or all their consequences, and this impos-

>ility is a very important departure of actual behavior from the
| jdel of objective rationality. As such, it will receive extended
¢ nsideration in Chapter V.

i 'me and Behavior

There is nothing which prevents the subject, or the organiza-
t )n, having chosen one strategy on Monday, from selecting a dif-
rent one on Tuesday. But the Monday decision, in so far as it
s been partly acted out before its reconsideration, has already

A 'he theory presented here was worked out by the author in 1941. Its present
ormulation has been greatly influenced by the remarkable work of John von
lumann and Oskar Morgenstern, The Theory of Games and Economic Be-
‘jior (Princeton: Princeton University Press, 1944). chap. 2. It is fair to
nt out that von Neumann first published that portion of his theory which is

> -mane to the present discussion in 1928, "Zur Theorie der Gesellschaftsspiele,”

* jth. Annalen 100:295-320 (1928).
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narrowed down the strategies available on Tuesday. This has been
pointed out above in the illustration of the shoe factory. Hence,
the individual or organization can be committed to a particular line
of action from the fact that, having once initiated it, it appears
preferable to continue with it rather than to relinquish completely
the portion which has already been carried out.

This time-binding character of strategies deserves the greatest
emphasis, for it makes possible at least a modicum of rationality
in behavior, where, without it, this would be inconceivable. For
example, an individual who has spent seven years of his life pre-
paring to be a physician and ten more practicing that profession
does not ordinarily have to spend any more time deciding whether
he should be a physician or not. Alternative occupations are prac-
tically closed to him by virtue of the investment he has already
made in the strategy pursued thus far.

Similarly, an organization that is manufacturing shoes does not
need to reconsider every day (although it may need to reconsider
at intervals) whether it should be in the automobile business in-
stead. This narrows appreciably the alternatives that must be
considered by the individual at each moment, and is certainly a
necessary, though not a sufficient, condition of rationality.

Knowledge and Behaznor

The function of knowledge in the decision-making process isto
determine which conseguences follow upon which of the alternative
strategies. It is the task of knowledge to select from the whole class
of possible conseguences a more limited subclass, or even (ideally)
a single set of consequences correlated with each strategy. The be-
having subject cannot, of course, know directly the consequences
that will follow upon his behavior. If he could, a sort of reverse
causality would be operating here—future consegquences would be
determinants of present behavior. What he does is to form expecia
tions of future consequences, these expectations being based upon
known empirical relationships, and upon information about the
existing situation.

This may be illustrated in the case of a typical administrative
decision process—"the selection of personnel. Data are gathered
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about each of the candidates for a position, from examinations,
strvice ratings, and other sources. These data are used as a basis
for comparative prediction to determine which of the candidates
«ftd perform most satisfactorily on the job. If the predictions are
accurate, then a correct decision can be made.

It has already been remarked that the subject, in order to perform
Tvith perfect rationality in this scheme, would have to have a com-
plete description of the consequences following from each alterna-
live strategy and would have to compare these consequences. He
would have to know in every single respect how the world would
be changed by his behaving one way instead of another, and he
would have to follow the consequences of behavior through un-
limited stretches of time, unlimited reaches of space, and unlimited
St ts of values. Under such conditions even an approach to ration-
ality in real behavior would be inconceivable. Fortunately, the
problem of choice is usually greatly simplified by the tendency of
the empirical laws that describe the regularities of nature to ar-
range themselves in relatively isolated subsets. Two behavior
alternatives, when compared, are often found to have consequences
til at differ in only a few respects and for the rest are identical.
That is, the differential consequences of one behavior as against
an alternative behavior may occur only within a brief span of time
and within a limited area of description. If it were too often true
th It for want of a nail the kingdom was lost, the consequence chains
encountered in practical life wOuld be of such complexity that
rational behavior would become virtually impossible.

In one respect the decision problem in private organizations is
riuch simpler than in public agencies. The private organization is
expected to take into consideration only those consequences of the
iV cision which affect it, while the public agency must weigh the
(Vcision in terms of some comprehensive system of pubHc or com-
irunity values. For example, when the president of a private cor-
J'~ration decides to give his son a position in the firm, he has to
t ike into consideration the effect the appointment will have upon
the efficiency of the enterprise; but a man in the same relative posi-
ticin in the public service has to be concerned equally about the
ei'ect of this step upon "equality of opportunity in the public
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service." This distinction between private and public management
is hardly one of black and white, for an increasing number of
private businesses are becoming "affected with a public interest/*
and an increasing number of private executives are concerning
themselves with their responsibilities of trusteeship toward the
community, even beyond the limits that the law imposes on them.

The fact that consequences usually form "isolated" systems pro-
vides both scientist and practitioner with a powerful aid to ration-
ality, for the scientist can isolate these closed systems in his
experimental laboratory, and study their behavior, while the prac-
titioner may use the laws discovered by the scientist to vary certain
environmental conditions without significantly disturbing the re-
mainder of the situation.

There still remain two important distinctions between a problem
of scientific discovery and a problem of decision. First of all, it
is avalid scientific problem to deduce the empirical laws that would
hold under certain simplified hypothetical conditions, even though
these conditions do not prevail in practice—"the theoretical scientist
can talk about "rigid bodies," "perfect vacuums,” "frictionless
fluids,” etc. But the practitioner must allow for the effects of
elasticity, air pressure, or friction, if they are present and sub-
stantial, no matter how much this complicates his problem of
selecting the correct alternative. Second, the scientist can choose to
study only those consequences of the system that he wishes to b’
concerned with, and ignore the others. It is a valid scientific profc
lem to ask: "What effect upon the total weight of this airplane will
specified changes in design have?" The problem of practical deci-
sion, however, is to balance a possible weight-saving against anj
increase in cost, or a loss of maneuverability, or other qualities.
The practitioner can never choose to disregard conditioning facts
or consequences simply because they fall outside the scope of his
theory.

Group Behavior

Further complications are introduced into the picture if more
than one individual isinvolved, for in this case the decisions of the
other individuals will be included among the conditions which each
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lidividual must consider in reaching his decisions. That is, each
lidividual, in order to determine uniquely the consequences of his
ctions, must know what will be the actions of the others. This
1» a factor of fundamental importance for the whole process of
""dmmistrative decision-making.

There is really a serious circularity involved here. Before A can
rationally choose his strategy, he must know which strategy B has
* [losen, and before B can choose his strategy, he must know A's.
Ilus may be illustrated by the game of matching pennies. There

re two participants. The first, out of the sight of his opponent,
, laces a coin with either head or tail uppermost upon a table, and

Dves it with his hand; the second tries to guess whether head or
elil is up. The first participant must decide which choice he thinks
* le second will make, and then must place the coin in the opposite
iashion; the second participant must decide which estimate the
1 rst has made of the situation. Both of them cannot be right for,
1* the first estimates correctly the second's choice, then the second
"MW have incorrectly estimated the choice of the first, and vice
lersa. The resulting behavior system will be of a highly indeter-

linate nature, for the instability of each of the behavior choices
| ads to the instability of the other.

While the illustration may appear trivial, a little reflection will
1 Dnwvince the reader that this game is a model for any purely com-
; etitive activity involving two participants—military strategy being
, erhaps the most important practical example”

At the opposite extreme from a purely competitive situation is
1 ne where two or more participants share a common goal, and
"‘here each has sufficient information as to what the others are

oing to do to enable him to make correct decisions. This is pre-
isdly what is meant by "teamwork." The purpose of signals in
eootball, or bidding in bridge, is to enable each player in a team to
e0rm accurate expectations as to what his teammates are going to
| o, sothat he can determine the proper means for cooperating with
| lem to reach the common aim. A major purpose of the planning
nd organizing that precedes any administrative activity is not

« Cf Cal. J. F. C. Fuller, The Foundations of the Science of War (London:
lutchinson & Co., 1925), P- 183.
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merely to put each participant in the job he can best fill, but to permit
each to form accurate expectations as to what the others are going
to do. Perhaps it would clarify discussion of administrative theory
to use the term "cooperation" for activity in which the participants
share a common goal, and "coordination” for the process of in-
forming each as to the planned behaviors of the others. Hence,
cooperation will usually be ineiifective—will not reach its goal, what-
ever the intentions of the participants—in the absence of coordina-
tion.

If the activity is competitive, then, it may exhibit a certain in-
stability, for each individual will readjust his behavior if he "finds,;
out" the intentions of his opponent, or even as a defensive tactic?
to prevent the opponent from finding out his own. But this same;
instability may result even if the activity is cooperative, provided;
the participants are insufficiently informed. In an organization,;
for example, where responsibilities have not been allocated with »
sufficient definiteness, two executives may write conflicting letters,
to the same person on the same matter, while in another case a
letter may remain unwritten because each expects the other to do it.

To state the matter formally, in a cooperative pattern both
participants prefer the same set of consequences; hence, if each
anticipates the other correctly, they will both act so as to secure
these consequences. In a competitive pattern, the optimum outcome
for the first participant is not the optimum for the second. Hence
the realization by the first participant of the consequence he prefers
will frustrate the other participant—e.g., the rule of the market is
to buy cheap and sdll dear, but if the buyer buys cheap the seller
will not have sold dear. Even a cooperative pattern may be unstable
if each participant is unable to predict what the other is going to
do. In these cases, coordination of the behaviors of the two partici-
pants is necessary in order that they may realize the possibility that
they both prefer. Here conflict of aims is not in question, but
imperfect knowledge.

Administrative organizations are systems of cooperative be-
havior.* The members of the organization are expected to orient

«Why and to what extent the participants in such organizations share a com-
mon goal will be discussed in chap. vi.
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1 ;ir behavior with respect to certain goals that are taken as "or-
nization objectives." This leaves the problem of coordinating

| ;ir behavior—of providing each one with knowledge of the be-

| viors of the others upon which he can base his own decisions,

| cooperative systems, even though all participants are agreed on

i ; objectives to be attained, they cannot ordinarily be left to them-
ves in selecting the strategies that will lead to these objectives;
r the selection of a correct strategy involves a knowledge of each
to the strategies selected by the others.™

VALUE AND POSSBILITY

There remains for discussion the third element in decision-
n iking; namely, the process of determining preferences among
c rtsequences. This process may be termed valuation. To each
«*rategy corresponds a unique set of consequences. Rational be-
h »vior involves a listing of the consequences in their order of
f'sference, and the choice of that strategy which corresponds to
tlie alternative highest on the list,

i tie System of Values—Utility Surfaces

Since the values that are present in the various alternatives are
h"th numerous and diverse, the individual in exercising his prefer-
o'lce must weigh them and choose among them. The economists
have developed a conceptual scheme for describing this process
which isvery similar indeed to the scheme used here.

The individual's choices among competing values may be
described by a set of indifference curves. These curves indicate
which sets of possible consequences are equivalent to each other
or mutually "indifferent" to choice. To illustrate with the
economist's favorite goods—nuts and apples—the indifference
curves tell whether a combination of ten nuts and five apples is
preferred by an individual to a combination of five nuts and seven
TThis is the fundamental criticism that the theory of anarchism has always
failed to meet. That theory appears to posit that, given common goals, participants

in a socia scheme will automatically select for theraselves their own most &f-
fective roles.
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apples, or whether the first combination is less desirable, or whether
the individual is indifferent as between the two.

Empirical limitations upon choice are introduced into th'
economist's scheme by the individual's stock of goods, and by the
price structure. It is assumed that the individual starts with p
specified number of nuts and apples, that he may exchange one fo-
the other at a specified rate of exchange, and that he then attempt”
to select that amount of exchange for which his preference is
greatest.®

Relation of Value, Experience, Behavior

The significance of the "means-end" relationship now become®
clearer. It is clear that the "means-end" distinction does not cor-
respond to the distinction between fact and value. What then is
the connection between the two sets of terms? Simply this: A
means-end chain is a series of anticipations that connect a valui
with the situations realizing it, and these situations, in turn, with
the behaviors that produce them. Any element in this chain may bi
either "means" or "end" depending on whether its connection with
the value end of the chain, or its connection with the behavior end
of the chain, isin question.

The means-character of an element in a means-end chain will
predominate if the element is toward the behavior end of the chain,
the end-character will predominate if the element is descriptive of
the consequences of behavior. If thisbe so, terms that are descrip-
tive of the consequences of a behavior may be taken as indicia ol
the values adhering to that behavior. While the economist talk'-
of economic goods as the values that are the goals of economit
activity, in actuality, of course, the economic goods are merel}
indicia of the existence of a state of affairs from which value can
be obtained—"the possibility of consuming the goods.®

8 Henry Schultz, The Theory and Measurement of Demand (Chicago: University
of Chicago Press, 1938), pp. 12-35.

8 Frank Knight considers a major weakness of classical economics to be its
failure to recognize economic gain as a purely intermediate link in a means-encl
chain, leading to "prestige" and "comfort"; and likewise its failure to recogniz<
as an end valued for its own sake the very economic activity which leads to gain
See his Risk, Uncertainty, and Profit (Boston: Houghton Mifflin Company, 1921),
pp. Xii-XX.
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The psychological act of evaluating alternatives usually consists
\a measuring these alternatives in terms of certain value-indices
that have been found in fact to be generally associated with the
realization of the values themselves—money, for example, may
tome to stand as an index of the values that money can purchase.
These value-indices involve an important factual element, for they
presuppose that an alternative characterized by a high value-index
will possess a correspondingly high value. For example, if a federal
loan agency spends only a small percentage of its funds in tlie
tdministration of its loans, this may be an index of efficiency, for»
idl other things being eqiml, low administrative expenses are to be
desired. But of course in this case the ratio of administrative to
total expenses would not be a good value-index, because in the
absence of definite evidence that the quality of investigation is
not changed, it is highly unsafe to assume that al other factors
remain the same when administrative costs are reduced.

If the means-end relationship is defined in this way, it does not
permit a sharp separation of value from fact, for the same be-
havior may have as consequence more than one value—it may be
.1 member of more than one means-end chain. A relief policy, for
example, in which family budgets are set at a very low leve in
(irder to provide clients with an incentive to seek and accept private
imployment, may also have as its consequences a high incidence of
1lalnutrition and disease among the families of relief clients. An
»'ceeptable policy cannot be determined merely by considering one
( f these means-end chains and ignoring the other.

DEFINITIONS OF RATIONALITY

A principal aim of this chapter has been to build the foundations
upon which a clear understanding of the concept of "rationality"
could be erected. Clarity does not necessarily imply simplicity,
however. Roughly speaking, rationality is concerned with the selec-
tion of preferred behavior alternatives in terms of some system of
values whereby the consequences of behavior can be evaluated.
Does this mean that the process of adaptation must be coiascious,
)r are unconscious processes included as well? It has been shown
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that many of the steps in mathematical invention—than wh i
there can presumably be nothing more rational—are subconscio . ;
and this is certainly true of the simpler processes of equati® r-
solving.™" Moreover, if consciousness is not stipulated as an elem .t
of rationality, are only deliberate processes of adaptation adn it-
ted, or non-deliberate ones as well? The typist trains herself lo *
strike a particular key in response to the stimulus of a particul r
|etter. Once learned, the act is unconscious, but dehberate. On tl a
other hand, any person instinctively withdraws a finger that i is
been burned. This is "rational” in the sense that it serves a usei ul
purpose, but is certainly neither a conscious nor a deliberate adaj' v
tion.

Shall we, moreover, call abehavior "rational” when it isinerror|
but only because the information on which it is based is faulty|
When a subjective test is applied, it is rational for an individual tdj
take medicine for a disease if he believes the medicine will cure the-
disease. When an objective test is applied, the behavior is rationd:
only if themedicineis in fact efficacious.

Finally, in terms of what objectives, whose values, shall ration|
ality be judged? Is behavior of an individual in an organization
rational when it serves his personal objectives, or when it serves thgj
organizational objectives? Two soldiers sit in a trench opposite a
machine-gun nest. One of them stays under cover. The other, dj
the cost of his life, destroys the machine-gun nest with a grenade..
Which is rational ?

Perhaps the only way to avoid, or clarif)® these complexities isj
to use the term "rational” in conjunction with appropriate adverbs.J
Then a decision may be caled "objectively" rational if in fact it #*
the correct behavior for maximizing given values in a given situ i-
tion. It is "subjectively” rational if it maximizes attainment reU-
tive to the actual knowledge of the subject. It is "consciously"
rational to the degree that the adjustment of means to ends is a
conscious process. It is "deliberately” rational to the degree that
the adjustment of means to ends has been deliberately brought about
(by the individual or by the organization). A decision is "organi-

10 See Jacques Hadamard, Essay on the Psychology of Invention in the Mathe-
matical Field (Princeton; Princeton University Press, 1945).
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J tionally" rational if it is oriented to the organization's goals; it

"personally" rational if it is oriented to the individual's goals. In
'l.e ensuing discussion, the term "rational” will always be qualified
"1 one of these adverbs unless the meaning is clear from the
tl ntext

CONCLUSION

The abject of this chapter has been to explore the anatomy of
"1 cision with aview to establishing a terminology and a framework
| analysis that permit a realistic investigation of administrative

cision. To this end, the objective environment surrounding choice
. IS examined. This environment was described as a set of alterna-
| e behaviors, each leading to definite anticipated consequences.

Knowledge is the means of discovering which of all the possible

nsequences of a behavior will actually follow it. The ultimate

en of knowledge, in so far as it is part of the process of choice,

to discover a single unique possibility which is conseguent on each
I havior alternative, although in practice this aim is of course only
| Lperfectly attained.
Knowledge about the consegquences of behavior was thus identi-
d as a primary influence on choice. The second inftuence was
und to lie in the preferences of the behaving individual for one
t of consequences as compared with another. The problem of
oice is one of describing consequences, evaluating them, and
nnecting them with behavior alternatives.
It was found that means and ends do not completely correspond
facts and values, respectively, but that there is some connection
tween the two sets of terms. A means-end chain was defined as
series of causaly related elements ranging from behaviors to the
lues consequent on them. Intermediate ends in such a chain serve
value-indices; and, using them, we can evaluate alternatives
thout a complete exploration of the final ends, or values, inhering
them.
The notion of alternatives casts considerable light on the pat-
terns of interpersonal behavior. The relationship of the values of
interacting individuals with the consequences of their joint be®
havior determines whether the behavior pattern will be competitive

>,

v
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or cooperative. It was seen that instability in the behavior patten*
may result when the pattern is competitive or when each of the
participants in the pattern errs in predicting the behavior of thi
others.

Finally some definitions have been laid down to distinguisi
various meanings of rationality: objective, subjective, conscioul
dehberate, organizational, and personal

This chapter has barely touched on the psychological aspects o
choice. In the next chapter an attempt will be made to contrast the
psychological and the logical elements in the choice process. In
later chapters of this study the analytic tools developed in this and
the next chapter will be used to study some of the concepts that are
central to administrative decision: authority, efficiency, identifica
tion, influence, and communication.

Chapter V

THE PSYCHOLOGY OF ADMINISTRATIVE
DECISIONS

T HE ARGUMENT of the present chapter can be stated very simply.
Tl IS impossible for the behavior of a single, isolated individual to
ri ach any high degree of rationality. The number of alternatives
" must exploreis so great, the information he would need to evalu-

e them so vast that even an approximation to objective rationality
- hard to conceive. Individual choice takes place in an environment
11 f "givens'—premises that are accepted by the subject as bases
| r his choice; and behavior is adaptive only within the limits set
h\ these "givens."

If the psychological environment of choice, the "givens,” were
rit termined in some accidental fashion, then adult behavior would
*| ow little more pattern or integration than the behavior of chil-
i\ en A higher degree of integration and rationahty can, however,
In achieved, because the environment of choice itself can be chosen
a id deliberately modified. Partly this is an individual matter: the
individual places himself in a situation where certain stimuli and
(@ rtain items of information will impinge on him. To a very im-
5 trtant extent, however, it is an organizational matter. One func-
t m that organization performs is to place the organization
Il ambers in a psychological environment that will adapt their de-
t lions to the organization objectives, and will provide them with
i.ie information needed to make these decisions correctly.

The material of the chapter will be presented in three parts. In
the first part, the reasons will be set forth in detail why individual
behavior must perforce fall far short of the standard of rationality.

The second part of the chapter will examine how the psycho-
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logical environment of choice is, in fact, formed. It will be shoi
that this environment is the unifying element that fits a wholl
sequence of momentary choices into a consistent pattern.

In the final part, the role of the organization in establishing tX|
psychological environment of choice will be studied. It will be se”
how the organization selects the individual's ends, how it trains"
him in skills, and how it provides him with information. In the
course of this discussion it will begin to appear that organization
permits the individual to approach reasonably near to objective
rationality A

THE LIMITS OF RATIONALITY

Objective rationality, as that term was defined in the previous
chapter, would imply that the behaving subject molds all his be-
havior into an integrated pattern by (a) viewing the behavior
alternatives prior to decision in panoramic fashion, (b) consider-
ing the whole complex of consequences that would follow on each’
choice, and (c) with the system of values as criterion singling out
one from the whole set of alternatives.

Real behavior, even that which is ordinarily thought of as
"rational" possesses many elements of disconnectedness not present!
in thisidealized picture. If behavior is viewed over a stretch of time j
it exhibits amosaic character. Each piece of the pattern is integrated!
with others by their orientation to a common purpose; but these|
purposes shift from time to time with shifts in knowledge and at-
tention, and are held together in only slight measure by any con-

1 The entire chapter drows heavily upon psychology for its premises. A funda-
mental difficulty that ...u.t be faced by any social scientist who wishes to use the '=
products of psychological research in dealing with his subject is that the psycholo-
gists themselves are divided into warring schools. Fortunately, most of the
psychological topics that are relevant to the present study are not subjects of
controversy among these schools. Because it is one of the few psychological
theories that are oriented around the concepts of choice and purpose, Tolman's
analysis of Purposive Behavior in Animals and Men (New York: D. Appleton-
Century Co., 1932), has perhaps contributed more than any other treatise to the
terminology and viewpoint of this chapter. For traditional psychological topics
such as "habit," "attention,” and the like, an analysis sufficient for the purposes
of this study may be found in any of the numerous textbooks. As a matter of fact,
most of the references here are to William James, The Principles of Psychology
(New York: Henry Holt & Co., 1925). and to John Dewey, Human Nature and
Conduct (New York: Modern Library, 1930).
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'|'ption of an over-all criterion of choice. It might be said that

r**havior reveals "segments' of rationality—"that behavior shows

* ttional organization within each segment, but the segments them-
'lves have no very strong interconnections.

Actual behavior falls short, in at least three ways, of objective
T itionality as defined in the last chapter:

(1) Rationality requires a complete knowledge and anticipation
< | the consequences that will follow on each choice. In fact, knowl-
* ige of consequences is aways fragmentary.

(2) Since these consequences lie in the future, imagination must

ipply the lack of experienced feeling in attaching value to them.
| ut values can be only imperfectly anticipated.

(3) Rationality requires a choice among al possible alternative
| ehaviors. In actual behavior, only a very few of al these possible

[ternatives ever cometo mind.

| ~completeness of Knowledge

The first limitation upon rationality in actual behavior has been

e lentioned in Chapter IV.A Rationality implies a complete, and un-

ttainable, knowledge of the exact consequences of each choice. In

ctuality, the human being never has more than a fragmentary

nowledge of the conditions surrounding his action, nor more than

dlight insight into the regularities and laws that would permit him

) induce future consequences from a knowledge of present circum-
tances.

For instance, to achieve a completely successful application of
esources to a city's fire protection problem, the members of the
re department would need to know in comprehensive detail the
robabilities of fire in each portion of the city—in fact, in each
Eructure—and the exact effect upon fire losses of any change in
dministrative procedure or any redistribution of the fire-fighting
orces.

Even to state the problem in this form is to recognize the extent
:> which complete rationality is limited by lack of knowledge. If
ach fire were reported to the department at the moment ignition
ccurred, fire losses would miraculously decline. Lacking such
See pp. 6570, supra.
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omniscience, the fire department must devote considerable effort tt»
securing as promptly as possible, through special alarm systems and
otherwise, information regarding situations where its action f«
needed."

This point has been developed in some detail in order to emphii-
size that it poses an extremely practical problem of administration
—to secure an organization of the decision-making process suc'i
that relevant knowledge will be brought to bear at the point whet (.
the decision is made. The same point might have been illustrattd
with respect to a business organization—the dependence of its di.-
cisions, for example, on the correct prediction of market prices.

The human being striving for rationality and restricted withi'i
the limits of his knowledge has developed some working procedun s
that partially overcome this difficulty. These procedures consist: n
assuming that he can isolate from the rest of the world a closed
system containing only a limited number of variables and a limiteil
range of conseguences.

. There is a story to the effect that a statistician once found avei \
high correlation between the number of old maids and the size oi
the clover crop in different English counties. After puzzling ovLT
this relation for some time, he was able to trace what appeared .u
him to be the causal chain. Old maids, it appeared, kept cats; ai d
cats ate mice. Field mice, however, were natural enemies of bumbk -
bees, and these latter were, in turn, the chief agentsin fertilizing th «
flowers of the clover plants. The impUcation, of course, is that tin.
British Parliament should never legislate on the subject of mar-i
riage bonuses without first evaluating the effect upon the clover®
crop of reducing the spinster population, A

In practical decision-making, devious consequences of this sort?
must of necessity be ignored.* Only those factors that are mog”
closely connected with the decision in cause and time can be takem
into consideration. The problem of discovering what factors are-;
and what are not, important in any given situation is quite as essen-:

ect to similar considerations involved in military tactics, see Uniiedi\

"o V Field Service Regulations, 1923 (Washington: Government Print-j
Nk 1 1 4.
*Cii> <., blic and Its Problems (I"cvfYQT]i.: Henry Holt & Co., 192?),
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t] 1 to correct choice as la knowledge of the empirical laws govern-
ii  those factors that are finally selected as relevant.
Rational choice will be feasible to the extent that the limited set of
* tors upon which decision is based corresponds, in nature, to a
<i ied system of variables—that is, to the extent that significant
in Hrect effects are absent. Only in the cases of extremely important
di isionsis it possibleto bring to bear sufficient resources to unravel
J 2ry involved chain of effects. For instance, a very large amount
( nt for research to determine the indirect effects of a govefn-
ini ital fiscal policy upon employment in the economy would, if it
ii hieved its aim, be well spent. On the other hand, a physician treat-
in a patient does not take time to determine what difference the
1M or death of his patient will make to the community.

[' Jiculties of Anticipation

It is a commonplace of experience that an anticipated pleasure
in y be avery different sort of thing from a realized pleasure. The
a* jal experience may be considerably more or less desirable than
aii'icipated.

This does not result merely from failure to anticipate conse-
<\\ :nces. Even when the consequences of a choice have been rather
Ci apletely described, the anticipation of them can hardly act with
\\ same force upon the emotions as the experiencing of them. One
r ison for thisisthat the mind cannot at a single moment grasp the
101 [sequences in their entirety. Instead, attention shifts from one
"v jue to another with consequent shifts in preference.

Valuation, therefore, is limited in its accuracy and consistency
k' the power of the individual to trace the varied value elements in
I' imagined consequence and to give them the same weight in
a 'icipation asthey will have for him in experience.

This is probably an important influence in "risky" behavior. The
1 revividly the consequences of losing in arisky venture are visual-
V d—either through past experience of such conseguences or for
< I'ler reasons—the less desirable does the risk assumption appear.
F is not so much that the experience of loss leads to attaching a
1' her probability to the occurrence of loss as that the desire to
.1 )id the consequences of loss has been strengthened.
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The Scope of Behavior Possihilities

Imagination falls down also in conceiving all the possible pat- 3
terns of behavior that the individual might undertake. The number
of things that aman, restricted only by physical and biological limi-
tations, could do in even so short an interval as a minute is incon-
ceivable. He has two legs, two arms, a head, two eyes, a neck, a
trunk, ten fingers, ten toes, and many sets of voluntary muscles
governing each. Each of these members is capable of complex move-
ments individually or in coordination.

Of all these possible movements, only a very few come to mind
at any moment as possible behavior alternatives. Since each alterna-
tive has distinct consequences, it follows that many sets of possible
consequences never reach the stage of valuation, sinceit isnot recog-
nized that they are possible consequents of available behavior
alternatives.

Relatively speaking, of course, human beings come much closerl
to exploiting in purposive action their physiological capacities ofl
movement than other animals. The relatively simple "tool heM
haviors" of which the great apes are capable » are very elementaryj
judged by human standards.

In somefields, considerable ingenuity has been shown in devisingl
methods for exploiting possibilities of behavior. Elaborate devices|
have been constructed in phonetics for observing and correcting H”
and tongue movements. Time-and-motion studies are made to ob-i
serve, in great detail, hand movements in industrial processes, toj
improve these movements, and to facilitate them through revision;
of the process. In the same category could be placed the whole fiel4l
of tool-invention and skill-training. Both involve a close observa®
lion of behavior processes, and a consequent enlargement of th”|
alternatives available for choice.

PURPOSIVE BEHAVIOR IN THE INDIVIDUAL

These remarks concerning the departure of actual behavior f romj
the norm of rationality serve already to indicate some of the char-|
* See Tolman, op, cit., pp. 217226, and the literature there cited.
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.» eristics of the psychological process of choice. It is time now to
*e imine these characteristics more systematically.
| "cility
AS was pointed out in Chapter IV, the simplest movement—"tak-
| ;e astep, focusing the eyes on an object—is purposive in nature,
z 1 only gradually develops in the infant from its earliest random
« directed movements. In achieving the integration the human
I" ng exhibits docility; that is, he observes the consequences of his
n ivements and adjusts them to achieve the desired purpose.®
Docility is characterized, then, by a stage of exploration and in-
f- iry followed by a stage of adaptation. It can be observed in the
I lavior of individuals and in the behavior of organizations. A man
rning to operate an overhead crane first obtains information
| im someone skilled in its operation as to how it is controlled and
at the functions are of the various instruments and levers. He
n supplements his information by experimenting with the crane,
idudly learning from practice what reaction he can expect from
equipment when he manipulates it in a particular way. When
has reached this point, he is able to use the crane to accomplish
purposes—to adapt the manipulation to his ends.
Similarly, a new publishing firm must learn, from its own ex-
ience or from that of other firms, how many copies of aparticular
)k are likely to be sold, and what kind of advertising is effec-
i in selling it. Having learned what results a particular advertis-
technique will produce, the organization can intelligently ad-
t its techniques to the particular objectives it is trying to reach.
is last example illustrates also the great part that judgment and
imate play in the adaptive process in most practical situations.
tie term "docility" is used here in its proper dictionary sense of "teachability."
ce the word has no good synonym, it is luifortunate that in general speech it
taken on the connotations of tractability, submissiveness or pliancy. Tolman,
>@ treatment is closely followed in this discussion, defines docility as "that
racter of behavior . . . which consists in the fact that, if a given behavior-
in a given environment proves relatively unsuccessful, j.e., does not get the
landed type of goal-object at all or gets there only by arelatively long distance,
ill, on subsequent occasions, tend to give way to an act or acts which will tend

tet the organism to this demanded type of goal-object and will tend to get
to it by arelatively short route” {.op. cit., pp. 442-443).
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Characteristics of Human Daocility

Docility is of course, quite as characteristic of the behavior of
higher animals as it is of human behavior. There are, however, i
number of rather striking differences between animal and human
docility. The animal's learning is primarily of a trial-and-err i’
character. That is, learning does not show itself until he has h; d
an opportunity, by actually experiencing them, to observe the co -
sequences of his behaviors. The human being's power to obser™t.
regularities in nature of a very general sort, and to communica”'
with other human beings, helps him to shorten materially this lear i-
ing process.

In the first place, a previous experience with other choices (nf
the same sort) may enable him to infer something about the char-
acter of the particular choice with which he is faced. Likewise, ] o
may experiment ideationally rather than in actual behavior: Ii"
may trace in his mind the consegquences of each behavior alternatr c
and select pne of them without actually trying any of them out. Fi i*
example, an engineer may explore in his mind or on paper sever il
plans for a sewer, and may be able to determine quite accurateiv
their respective performance without putting any of them to rtii
actual trial."

In the second place, communication gives the human being atn -
mendous advantage over the animal in learning. The enginei -
designing a pavement does not base his attempts entirely upon €\
perimentation, ideational or actual, but uses reference sources, d -
scriptions of the conclusions that other persons have reached on %
the basis of long experimentation and research in this field—al-
though he may select and modify this accumulated experience on,
the basis of his own success and failure. Under some circumstances, |
moreover, learning is dependent entirely on communication, and;|
even the subsequent test of success or failure is not available to the|
individual. Thisistrue of many professional disciplines. Inthe fieldi
of medicine, for instance, the individual practitioner is seldom ablei

'f As a matter of fact, the difference between men and animals in this respect is,
probably one of degree rather than kind. Tolman, for instance, shows that the|
rat has a considerable capacity for generalization (ibid., pp. 187-190).
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t( determine from what happens to his small group of patients the
ti [icacy of particular modes of treatment, especialy in the case of
'| seases he meets only infrequently. He must base his treatment on
¢ )ctrine developed by medical scientists with special facilities for
mntrolled research. The function of research, and especialy ex-
j irimental research, is to adapt behavior to purpose when the
ci insequences of behavior are not easily evaluated outside the con-
t' oiled conditions of the laboratory.

The possibility of purposive behavior derives, then, from recog-
n tion of the consequences that follow on particular behaviors. The
h iman being's advantage is that he does not have to determine
V ese consequences separately for each particular decision with
V hich he is faced. By the use of the experimental method, by com-
r lunication of knowledge, by theoretical prediction of consequences,
| relatively little bit of experience can be made to serve as the basis
*i »r awide range of decisions. As aresult aremarkable economy "f
t'lought and observation is achieved.

j* "emory

The role of memory in rational behavior hardly requires com-
Il ent. When similar problemsrecur, it is memory that stores up the
11 formation gathered, or even the conclusions reached, in solving
tne first problem, and makes these available, without new inquiry,
H hen the next problem of the same kind is encountered.

It has often been remarked that memory may be either natural
ur artificial—information may be stored in the mind, or it may be
-t corded on paper in such a way as to be accessible. The artificia
1 nd of memory that consists of libraries, files, and records is the
kind of most importance in organization.

For any kind of memory, whether natural or artificial, to be use-
ful, there must be mechanisms that permit the memory to be drawn
upon when needed. The letter that is lost in the files and the figure
that has slipped the mind are equally useless items of memory un-
less they can be located. Hence human rationality relies heavily
upon the psychological and artificial associational and indexing de-
vices that make the store of memory accessible when it is needed
for the making of decisions.
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Habit

An equally important mechanism that assists in the preservation
of useful behavior patterns is habit.* Habit permits conservation ot
mental effort by withdrawing from the area of conscious thought
those aspects of the situation that are repetitive.

In learning to typewrite, the student tries to pay close attention
to each minute movement of his fingers, and to the relation of each
mark on the copy to each key on the instrument. Only through \
gradual and fumbling adjustment of his movements does he achieve
the necessary coordination of eye with hand. When, by practice, i
certain point in skill has been reached, it proves no longer necessary
to give attention to integrations at this lowest level. The mere desire
for the end of the action—the letter to be printed—"brings about the
act without further will. When this step has been reached, habit or
skill takes over the integration which was first achieved by attention
and desire to learn,

Habit performs an extremely important task in purposive be-
havior, for it permits similar stimuli or situations to be met witli
smilpT responses or reactions, without the need for a conscious re-
thinking of the decision to bring about the proper action. Habit
permits attention to be devoted to the novel aspects of asituation re-
quiring decision. A large part of the training that goes to make ;i
championship football team, crew, army battalion, or fire compan>
is devoted to developing habitual responses that will permit im-
mediate reactions to rapidly changing situations.*

Habit, like memory, has an artificial organization counterpart.
which has beentermed by Stene "organization routine.” ™ In so far
as methods of handling recurring questions become matters of
organization practice, perhaps embodied in manuals of practice and
procedure, they cease to be objects of reconsideration when these
questions arise. The close relation between habit and memory is evi-

SDewey (Human Nature and Conduct, pp. 14-13l1) 172-181) early emphasizeil
the important role of habit in social behavior. James, in his Psychology, con-
tributed a classic chapter to the psychological literature on habit (chap, iv).

» John Dewey, The Public and Its Problems, pp. 159-161.

10 Edwin O. Stene, "An Approach to a Science of Administration,” American
Political Science Review, 34:1129 (Dec., 1940).
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d\ tit here as it is in the case of the habits of individual persons. If a
icrmal criterion were needed, it might be said that a matter has be-
«ime part of the organization routine when it is settled by reference
til accepted or approved practices rather than by consideration of
tlu: alternatives on their merits.

Habit must not be thought of as a purely passive element in be-
hivior (either individual or organizational), for once a habit has
h en established the mere presence of the stimulus tends to release
tin; habitual behavior without further conscious thought. Under
Mich circumstances, it may actually require conscious attention to
prevent the response from occurring even if changed circumstances
h ire made it inappropriate. The automobile driver who is habitu-
ated to the application of his brakes on the approach of danger has
< ficulty restraining himself from this response when he skids on
an icy pavement. This is a point that has far-reaching implications
ftir organization, and must be considered at greater length.

F? le of Positive Simuli

[f rationality is to be achieved, a period of hesitation must pre-
cede choice, during which the behavior alternatives, knowledge
bearing on environmental conditions and consequences, and the
anticipated values must be brought into the focus of attention.
Psychologically speaking, such a hesitation marks a relatively
sophisticated level of behavior. Simpler behavior patterns may be
described as those responses to stimuli that occur upon presentation
of the stimulus and with little or no hesitation.

The distinction between the stimulus-response pattern of be-
havior and the hesitation-choice pattern gives a clue to the respective
roles of nonrational and rational in the complete behavior pattern.
Considering the limitations, just described, in human capacity to
meet the demands of rationality, the hesitation preceding choice
could conceivably lengthen into inaction. The individual, realizing
his inability to take into consideration all the factors relevant to his
choice, and despairing of rationality, might vacillate among the
available alternatives until the time for action was past. In fact,
clioice and action usually take place long before attention has been
given even to those elements in the situation that are within grasp.
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A stimulus, external or internal, directs attention to selected aspects
of the situation to the exclusion of competing aspects that might
turn choice in another direction. Within the central nervous system
are built up channels that permit impulses to be translated into ac-
tion while leaving large portions of the central system undisturbed.

Conscious attention is not a necessary element inthis process. The
consciousness that accompanies the "startle pattern" of behavior is
not the cause of the response—it merely accompanies, or even suc-
ceeds, the response. However, since we are concerned primarily
with decision points, and with responses to new situations, we may
consider first the role of attention in the selective process—that i«.
in the channelizing of stimuli.

William James, who was not troubled by behavioristic scrupler”,
described attention as follows:

Every one knows what attention is. It is the taking possession by
the mind, in clear and vivid form, of one out of what seem several simul-
taneously possible objects or trains of thought. Focalization, concentra-
tion, of consciousness are of its essence. It implies withdrawal from
some things in order to deal effectively with others, and is a condition
which has a real opposite in the confused, dazed, scatterbrained stale
which in French is caled distraction, and Zerstreutheit in German./*

Tolman, more cautiously, prefers to avoid the term and speaks
instead of "selective responsiveness to stimuli." "

Attention, then, refers to the set of elements that enter into con-
sciousness at any given time. It is clear that consciousness is not a
necessary precondition to docility, and that even behaviors that ai ¢
not in the focus of attention are capable of purposive adjustment
Certainly consciousness and attention are not involved in the sim-
pler types of conditioned response—e.g., in the development (f
motor skills. In most cases, there seems to be a close relation, hov.-
ever, between the spheres of attention and of rationality. That i\,
docility is largely limited by (i) the span of attention, and (2) the
area within which skills and other appropriate behaviors have be-
come habitual. Hence to a considerable extent, the limits upon ra-

il The Principles of Psychology, i: 403-404.
12 Op. cit, pp. 35-36.
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tionality described above are resultants of the limits of the area of
attention.

Now It has already been noted that In so far as a part of behavior
is governed by habit, it passes out of the area of conscious atten-
tion. For example, in a consideration of behavior alternatives, at-
tention is not usually directed to possible movements of individual
muscles. Instead, the behavior alternatives that actually come to
attention are habitual integrations of such unitary movements—
walking, writing, pronouncing, etc.; only under unusual circum-
stances Is there a conscious attempt to analyze these Integrations,
Once the stimulus is received for the initiation of such movements,
they go to completion without further consideration.

The same responsiveness in habitual manner to stimuli occurs at
even higher levels of Integration. A typist who receives some printed
matter for copying converts it into typewritten form almost with-
out the necessity of a single conscious or original decision. To the
man on an assembly line, the presence on the belt In front of him of
a partially finished product is the only stimulus necessary to Initiate
the whole series of skilled movements that represent his contribu-
tion to the manufacture of the product. The individual sitting down
at the dinner table finds in the food before him the sufficient stimu-
lus for the complex process of eating and can carry on this process
without conscious attention—"meanwhile devoting his attention to
conversation.

It appears, then, that in actual behavior, as distinguished from
objectively rational behavior, decision is initiated by stimuli which
channel attention in definite directions, and that the response to the
stimuli is partly reasoned, but in large part habitual. The habitual
portion Is not, of course, necessarily or even usually irrational, since
it may represent a previously conditioned adjustment or adaptation
of behavior to its ends.

In executive positions characterized by great busyness on the part
of their occupants, a great many stimuli for decision come from out-
side the Individual. A difficult case Is referred upward for appellate
review; acaler or a member of another organization insists on dis-
cussing a problem with the "top man." Innumerable other persons,
problems, and things are constantly being forced on his attention.
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In any such position the particular questions to be decided will de-
pend largely on the accident of what stimuli are presented.

Not only do the stimuli determine what decisions the administra-
tor is likely to make, but they also have a considerable influence on
the conclusion he reaches. An important reason for this is that the
very stimulus which initiates the decision also directs attention to
selected aspects of the situation, with the exclusion of others. Foi
example, afire chief pictures acity in which fire losses are extremel|
low—which seems to him a good thing. His knowledge tells him
that progress toward this desirable state of affairs could be made
t)y purchase of a new piece of equipment. The demands of ration-
ality would require, of course, that before deciding whether a new
piece of equipment is needed he consider the other purposes for
which the money could be spent: street repairs, an addition to the
municipal hospital, and so on. That this description is not far from
the actualities of administrative behavior will be amply demon-
strated in later chapters ™

Almost all human beings have the feeling, at one time or another,
that there are more things that they would like to do than there is
time to do them. That is, there are more possible stimuli for be-
havior than could be acted out if they were all simultaneously pres-
ent to the attention. Rationality demands that a conscious choice be
made among competing "goods" instead of leaving the choice to
the caprice of the attention-directing stimuli.

Determinants of the Psychological Environment

In so far, then, as choice is initiated by impingement upon the
individual of accidental and arbitrary stimuli, it would seem that the

18 The reader who is interested in further examples of this stimulus-response
type of thinking will find fascinating materials in severa fields. First, let him
turn to autobiography and try to ascertain how each subject chose his particular
profession. The autobiographies of Viscount Haldane and of William Alanson
"White both illustrate the point well: Richard Burdon Haldane: An Autobiography
(London: Hodder & Stoughton, 1931), and The Autobiography of a Purpose
(Garden City Doublcday, Doran & Co., 1938). Next, let him turn to recent
literature on propaganda technique and note the generous use of attention-direct-
ing devices by the propagandist. The supporting schedules of budget documents
and the testimony taken at budget hearings are also filled with examples of at-
tention thannclized toward particular values.
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integrated busyness of the adult is simply a more patterned busy-
ness than the random movements and shifting attentions of the
child. The organized wholes of which it is composed are larger and
more complex but, as wholes, no more closely related to any over-
al system of values than those of the child. The study of administra-
tive behavior as a rational activity would hardly seem useful unless
this difficulty can be removed by showing that the stimuli that initi-
ate choice are not, or at least need not be, arbitrary, when viewed
from the standpoint of the organization as a whole rather than
from that of an individual member. *

The next question that must be considered, then, is how the
stimuli themselves originate that are instrumental in initiating the
decisional process.

A man in a room with a shelf full of books may glance over the
titles and deliberately choose one of them to read for an hour. Once
he has opened the book, if it is not too dull and he is not interrupted,
the symbols which it places before his eyes will be the most impor-
tant, perhaps the only, stimuli engaging his attention during the
ensuing hour. Hence, his choice of a book determines these subse-
quent stimuli.

Now consider an illustration of a slightly more practical sort. A
man has formed the habit of glancing at his calendar pad when he
comes to the office each morning. On Thursday he receives a letter
which will need to be answered the next Tuesday. He places a note

I The pragmatists would seem to take the position that human beings are con-
cerned with rationality only in the first sense—in terms of adjustive responses
to arbitrary stimuli. John Dewey, in Human Nature and Conduct (pp. 261-262),
says: "The action of deliberation, as we have seen, consists in selecting some fore-
seen consequence to serve as a stimulus to present action. . . . But the selected
conseguence is set in an indefinite context of other consequences just as real as it
is. . . . The 'ends* that are foreseen and utilized mark out a little island in an
infinite sea. This limitation would be fatal were the proper function of ends any-
thing else than to liberate and guide present action out of its perplexities and
confusions. But this service constitutes the sole meaning of aims and purposes.
Hence their slight extent in comparison with ignored and unforeseen consequences
is of no import in itself.” See also The Public and Its Problems, p. 200. Dewey's
later views set forth in Logic. The Theory of Inquiry, chap, ix, pp. 159-180 (New
York: Henry Holt & Co., 1938), are in closer accord with the point of view of
the present study—that the behavior of the individua acquires a wider context
of rationality through the environment of choice social organization provides for
him.
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on his pad, knowing that this note will provide the stimulus to ai
on the following Tuesday.

A third illustration involves the deliberate development of a ski!
A person who uses the typewriter once in a while may fal into tl
"hunt and peck" system of typing because, at any given momei
when he wishes to type, this is the fastest way of spelling out tl
words. If he anticipates, however, that he will make considerab
use of the typewriter over a period of time, he may take the paii
to develop the habits associated with the touch system. Then in the
long run the stimuli that he wishes to translate into typewritten
words will receive a more effective response than if he had not previ-
ously developed this skill.

A fina illustration is provided by the lines of communication in
an administrative organization. Each member of the organization
requires certain information in order to make correctly those de-
cisions for which he is responsible. To make certain that the neces-
sary information is presented to each member, a regular system of
records and reports is devised, which automatically directs these
stimuli into the proper channels.

These Illustrations give some notion of the mechanisms that
bring about the integration of behavior in a broad pattern. Two
principal sets of mechanisms may be distinguished: (i) those that
cause behavior to persist in a particular direction once it has been
turned in that direction, and (2) those that initiate behavior in a
particular direction. The former are for the most part—though by
no means entirely—"internal. Their situs is the human mind, and to
this extent their description and functioning is a problem for psy-
chology, and can only be touched upon in the present study.

Behavior-initiating mechanisms, on the other hand, are largely
external to the individual, although they usually imply his sensitiv-
ity to particular stimuli. Being external, they can be interpersonal —
they can be invoked by someone other than the person they are in-
tended to influence, and consequently, they play a central role in
administrative organization.

The mechanisms of initiation have already been sufficiently illus-
trated for present purposes. The next few pages will dispose briefly
of the mechanisms of behavior-persistence. That done, it will be
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pTtssble to reconstruct a picture of rational behavior, giving a cen-
tral place to the mechanisms of integration.

The Mechanisms of Behavior-Persistence

Attention and behavior, once initiated in a particular direction,
i< nd to persist in that direction for a considerable interval of time.
This istrue even when the original choice of activity was amatter of
relative indifference.

One important reason for behavior-persistence has already been
discussed in Chapter 1V. Activity very often results in "sunk costs"
of one sort or another that make persistence In the same direction
advantageous. An administrator may fed considerable doubt that
a particular activity should be undertaken; but, once the responsi-
bility has been assumed, it may be advantageous to continue rather
tlian lose the time and effort that have already been expended. An-
other way of stating this Is to say that activities are usually con-
tinued at least until a point of "consummation” has been reached—
a point where the values produced by sunk costs have been har-
vested.

A second reason for persistence Is that the activity itself creates
stimuli that direct attention toward its continuance and completion.
'1 his has already been pointed out—a book, if It is well written,
tl nds to hold attention to the limits of Its covers until it has been
nad through. But the same thing can be equally well illustrated
irom almost any administrative situation. An engineer, arriving at
| soffice, finds on hisdesk a set of plans for astreet on which he was
\\ orklng the previous day. Immediately, his attention is directed to
tbese plans and the problems involved In completing them, and no
lurther external stimuli may be needed to keep him at work on the
plans for the remainder of the day.

It may be seen that alarge part of this stimulation Is "internal "
and proceeds along the assoclatlonal paths that have been built up
in the mind. If the pattern of associationsisrich, the mind acts as a
sort of closed circuit, repeatedly bringing thought back to the sub-
ject of concern whenever it strays. As Is well known, any con-
siderable degree of concentration (i.e., internal stimulation) will
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actually decrease the individual's sensitivity to external stimuli."

A third factor making for persistence, and one closely related to
"sunk costs," is one that might be labeled "make-ready" costs. In
the case of many repetitive tasks, the time of preparing to perform
the task, and the time required to turn from that task to another,
make it advantageous to persist in the performance of the one tasi
rather than to perform avariety.

THE INTEGRATION OF BEHAVIOR

It is time now to turn from the mechanisms that make integra-
tion possible to the pattern of behavior that results from the opera-
tion of these mechanisms. The process involves three principal
steps:

(i) The individual (or organization) makes broad decision;
regarding the values to which he is going to direct his activities
the general methods he is going to use to attain these values, and th(
knowledge, skills, and information he will need to make particular
decisions within the limits of the policy laid down and to carry du
the decisions. The decisional activity just described might be called
substantive planning.

(2) He designs and establishes mechanisms that will direct his
attention, channel information and knowledge, etc., in such a waj
as to cause the gpecific day-to-day decisions to conform with th<
substantive plan. This decisional activity might be called procedura’
planning, and corresponds to what was earlier described as "con-
structing the psychological environment of decision.”

(3) He executes the plan through day-to-day decisions an('
activities that fit in the framework provided by steps (i) and (2)

In reality, the process involves not just three steps but a wholL
hierarchy of steps, the decisions at any given level of generality
providing the environment for the more particular decisions at the
next level below. The integration of behavior at the highest level is
brought about by decisions that determine in very broad terms the

IS The subject cannot be pursued further at this point, but a wealth of illustra-
tive material will be found in the psychological literature. See, for example,
James' chapters in The Principles of Psychology on "The Stream of Thought,"
"Association." and "Will" (chaps, ix, xiv, and xxvi)
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\rilues, knowledge, and possibilities that will receive consideration.
1 be next lower level of integration, which gives greater specifidity
to these very general determinants, results from those decisions that
determine what activities shall be undertaken. Other levels follow,
c’\ch one determining in greater detail a subarea lying within the
area of the level above.

At the higher levels of integration only the very general aspects
of the situation can be given consideration. Particularization can
tike place only when attention is directed to the more detailed possi-
bilities and consequences. Hence, a fundamental problem of admin-
ii-Erative theory is to determine how this plexus of decisions should
be constructed—"what the proper division of labor is between the
b"oad "planning" decisions and the narrower "executory" deci-
sions. A second fundamental problem is that of procedural plan-
nmg—"to devise mechanisms that will make effective the control of
tile executory decisions by the planning decisions.

Types of General Decisions

It should be made clear that actual events are determined by
‘choice among on-the-spot alternatives for immediate behavior. In
astrict sense, a decision can influence the future in only two ways:
(r) present behavior, determined by this decision, may limit future
["ossibilities™ and (2) future decisions may be guided to a greater
or lesser degree by the present decision. It is from this possibility
ti F influencing future choice by present decisions that the idea of an
iiiterconnected plexus of decisions derives. The first type of influ-
mce has already been discussed, but the second requires further
omsideration.

When a problem of a particular kind has several times arisen for
flecision, it may lead to a generalized query of the following kind:
" Wt criteria can | discover which can be used as a basis for
cfioice whenever a problem of this kind arises?' For example, the
txperienced fire fighter asks, "Are there any underlying principles
of fire fighting which can be applied to the many fire situations with
which | deal ?"

When the problem has been posed and a solution reached, then a

*A See chap, iv, pp. 67-68, supra.
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decision has been made that will guide all further decisions on this
subject. Thisit may do by selecting (i) particular values as criteria
for the later decisions, (2) particular items of empirical knowledge
as relevant to the later decisions, (3) particular behavior alterna-
tives as the only ones needing consideration for later choice.

(i) The specialization of administrative functions, each with
its own "objective,” directs each portion of the organization toward
the realization of a particular restricted set of values. To accept "re-
ducing fire losses' as the objective of a fire department is to
establish a criterion of value that will guide the fire department
administrator in al his decisions.

(2) In many fields, general decisions are reached as to the facts
that should be taken into consideration in making any subsidiary
decision. The engineer, for instance, has routine procedures of
calculation for determining whether a given bridge design allows
the required factor of safety in bearing its stresses.

(3) Similarly, in many fields, general decisions determine the
behavior alternatives that are to be considered when a specific choice
is faced. A football team goes on the field with a definite repertoire
of "plays" which it can call into use at appropriate moments. A
policeman, seeing an infraction of the law, is trained to respond in
terms of "arrest,” "warning," or "report."

The psychological mechanisms by which these general criteria,
previously decided upon, are brought to bear upon an immediate
problem for choice have already been describedN" By creating in-
ternal and external stimuli, these prior decisions determine the
framework of attention with which the mind responds to the spe-
cific choice-situation. This narrow frame of attention is in distinct
contrast with the broader area of reference that is involved when
the prior, controlling decision is made. That is, the set of factors
taken into consideration when it is determined that "a fire depart-
ment will be established with the objective of minimizing fire losses"
is quite different from the set that influences a fire-fighter to de-
cide, "I had better connect a 2>4-inch Hne to this hydrant." This
stratification of decisions makes it possible for each choice to be
guided directly or indirectly by much broader considerations of ra-
17 Supra.
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tionality than would be possible if it had to be made "on the spot”
without benefit of previous consideration. Hence, we are led to a
concept of "planned” behavior as the proper means for maintaining
rationality at a high level.

The Planning Process

The psychological processes involved in planning consist in se-
lecting general criteria of choice, and then particularizing them by
application to specific stuations™® A designing engineer selects as
his objective a railroad to extend between cities A and B through
mountainous country. After a preliminary examination of the
topography, he selects two or three general routesthat seem feasible.
He then takes each of these routes as his new "end"—an intermedi-
ate end—and particularizes it further, using more detailed topo-
graphical maps.

Histhought processes might be described as a series of hypotheti-
cal implications: "If 1 am to go from A to B, routes (i), (2), and
(3) seem more feasible than the others; if | am to follow route (i),
plan (la) seems preferable; if route (2), plan (2c); if route (3),
plan (3a)"—and so on, until the most minute details of the design
have been determined for two or three alternative plans. His final
choice is among these detailed alternatives.

This process of thought may be contrasted with a single choice
among all the possible routes. The latter method is the one dictated
by logic, and is the only procedure that guarantees that the decision
finally arrived at isthe best. Onthe other hand, this method requires
that al the possible plans be worked out in full detail before any de-
ci'iion is reached. The practical impossibility of such a procedure is
evident. The planning procedure is a compromise, whereby only the
most "plausible" alternatives are worked out in detail.

Let us present another illustration. Suppose the problem be to
select adam site for a storage reservoir. For simplicity, it will be as-
sumed that the desideratum is to secure a specified volume of water
storage at a minimum cost, and that water storage above the speci-
Hid amount will be of no value. Usually the real problem is not so
«; mple. The cost can be estimated, for each point along theriver, of

"Cf. MacMahon, MHIett, and Ogden, op. cit., p. 17.
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building a dam with the required storage capacity. However,
make an accurate estimate, detailed studies would need to be maoi
of the foundation conditions at each point. Then, this huge array o.
cost estimates could be compiled and the dam site with least co; i
selected.

Actually, the engineer proceeds quite differently. By inspectio
of a topographic map, he immediately picks out a half-doze i
"plausible" dam sites, and forgets the rest. He is sufficiently fami’
iar with dam construction costs to know—with a fair degree of ca
tainty—that any other site he might choose would have,a highe
construction cost. Next, he makes an approximate estimate of dan
costs for each of the plausible sites, assuming "normal” foundjt
tion conditions. Finally, he selects the most promising sites am
makes careful foundation studies as abasis for final estimates.

At each step in this process there is a chance that the dam sik
which really is most desirable will be eliminated without compleU
analysis. He must exercise great skill in determining the degree oi
approximation that is allowable at each point in the procedure.

The Function of Social Organisation

It was mentioned several times in this chapter that the mech
anisms leading to the integration of behavior might be interpersonal
If organizations and social institutions be conceived, in the broa*
sense, as patterns of group behavior, it is not hard to see that thein
dividual's participation in such organizations and institutions ma'
be the source of some of his most fundamental and far-reachin
integrations. The organizational influences on the individual are c
two principal kinds:

(i) Organizations and institutions permit stable expectation
to be formed by each member of the group as to the behavior of th
other members under specified conditions. Such stable expectation
are an essential precondition to arational consideration of the con
sequences of action in a social group./\®

(2) Organizations and institutions provide the general stimu
anH attpnfion-directors that channelize the behaviors of the meni

10 s discussion of "organization routine " op. cit, p. 1129.
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bers of the group, and that provide those members with the inter-
mediate objectives that stimulate action/™**

No pattern of socia behavior could survive, of course, that did
not anticipate and provide in some manner for the satiation of the
stimuli of hunger, sexual desire, and fatigue. Beyond this, institu-
tional arrangements are subject to infinite variation, and can hardly
be said to follow from any innate characteristics of man. Since these
institutions largely determine the mental sets of the participants,
they set the conditions for the exercise of docihty, and hence of
rationality in human society.

The highest levedl of integration that man achieves consists in
taking an existing set of institutions as one alternative and com-
paring it with other sets. That is, when man turns his attention to
the institutional setting which, in turn, provides the framework
within which his own mental processes operate, heistruly consider-
ing the consequences of behavior alternatives at the very highest
levd of integration. Thought at this comprehensive level has not
been common to all cultures. In our Western civilization it has per-
haps been confined to (i) the writings of utopian political theorists
and (2) the thought and writings surrounding modern legislative
processes.M

Human rationality, then, gets its higher goals and integrations
from the institutional setting in which it operates and by which it is
molded. In our democratic culture, legislation is the principal de-
signer and arbiter of these institutions. Administrative organiza-
tions cannot perhaps claim the same importance as repositories of
the fundamental human values as that possessed by older traditional
institutions like the family. Nevertheless, with man's growing eco-
nomic interdependence, and with his growing dependence upon the

20 Cf. Dewey, The Public and Its Problems, p. 54.

21 It has often been shown that the concept of "law-making" as distinct from
"law-finding" is a relatively recent development. See, for example, C. J. Fried-
nch, Constitutional Government and Politics (New Y ork: Harper & Bros., 1937).
and Charles G. Haines, The American Doctrine of Judicial Supremacy (New-
York: Macmillan Co., 1914), pp. 12-13, 18-24. Hence, only in recent times has
legislation involved a conscious consideration of the possibilities of alternative
mttitutional patterns. Karl Mannheim has emphasized the importance of the
deliberate fashioning of the institutional environment in his recent study, Man
and Society in an Age of Reconstruction (London: Kegan Paul, 1940), pp. 149-
155.
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community for essential governmental services, formal organiza
tion is rapidly assuming a role of broader significance than it hae
ever before possessed. This is not without its advantages, for ad
ministrative organizations are usually constructed and modifiec
with a deliberation and freedom from tradition which—though fa
from complete—ogives them great adaptability to meet new need'
with new arrangements.

The behavior patterns which we cal organizations are funda
mental, then, to the achievement of human rationality in any broac
sense. The rational individual is, and must be, an organized anc
institutionalized individual. If the severe Umits imposed by humai
psychology upon deliberation are to be relaxed, the individual mus
in his decisions be subject to the influence of the organized grouj
in which he participates. His decisions must not only be the produc
of his own mental processes, but also reflect the broader considera-
tions to which it is the function of the organized group to give
effect.

Mechanisms of Organisation Influence

The means that the organization employs to influence the de-
cisions of individual members have already been outlined in the
introductory chapter. They will be analyzed at length in later
chapters and therefore require only brief discussion at this point.

(i) The organization divides work among its members. By
giving each a particular task to accomplish, it directs and limits
his attention to that task. The personnel oflicer concerns himself
with recruitment, training, classification, and other personnel op-
erations. He need not give particular concern to the accounting,
purchasing, planning, or operative functions, which are equally
vital to the accomplishment of the organization's task, because he
knows they have been provided for elsewhere in the organization
structure.

(2) The organization establishes standard practices. By decid-
ing once for al (or at least for a period of time) that a particular
task shall be done in a particular way, it relieves the individual
who actually performs the task of the necessity of determining
each time how it shall be done.
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(3) The organization transmits decisions downward (and lat-
erally or even upward) through its ranks by establishing systems
of authority and influence. The most familiar form this takes is
the hierarchy of formal authority; but of equal importance are the
assignment to particular individuals of the formal function of
advising, and the growth in any actual organization of an informal
system of influence based partly upon formal status, and partly
upon socia relationships.

(4) The organization provides channels of communication run-
ning in all directions through which information for decision-mak-
ing flows. Again these channels are both formal and informal. The
formal channels are partly based on, and partly separate from, the
lines of formal authority, and the informal channels are closely re-
lated to the informal social organization.

(5) The organization trains and indoctrinates its members.
This might be caled the "internalization" of influence, because it
injects into the very nervous systems of the organization members
the criteria of decision that the organization wishes to employ.
The organization member acquires knowledge, skill, and identifi-
cations or loyalties that enable him to make decisions, by himself,
as the organization would like him to decide.

The Process of Coordination

One of the principal functions of these organizational influences
has already been alluded to in this and the previous chapter: to
bring about coordination in the activities of the organization mem-
bers. As has been explained, the effectiveness of an individual in
achieving his aims in any social situation will depend not only upon
his own activity, but also on how well that activity relates to what
the other individuals concerned are doing. In any large organiza-
tion—the Federal government is an excellent example—"the task
of relating the activities of one individual or unit to those of others
becomes one of the greatest importance, complexity, and difficulty.
War activities have illustrated this strikingly on numerous occa-
sions. An administrator responsible for airplane gasoline produc-
tion may wish to issue orders—quitelogical for the execution of his
task—"that would interfere with the task of another administrator
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responsible for rubber production. The procurement of steel for
merchant shipping may conflict with the procurement of steel for
warships, or for tanks. The execution of a large military opera-
tion may require the coordination, in time, of a host of preparatory
activities. These illustrations could be multiplied many times.

Viewed from the position of the individual in organization, co-
ordination involves several elements: the relation of the individuars
objectives and intermediate aims to those of other segments of the
organization; the individual's assessment of the alternatives avail-
able to him and to the other members of the group; and his expec-
tations as to the courses of action that will be followed by the
others.

SAf-Co ordination. In the simplest situations, the individual par-
ticipant can bring his activities into coordination with the activities
of others through simple observation of what they are doing. In a
group of three or four painters working together, each one may
take a part of the job, and the entire group may work as a team
with each, one fitting in where he thinks his efforts will be most
effective and will interfere least with the others. Occasionaly a
command may be given; but most of the adjustments take place
silently and without discussion.

Anyone who has observed an unorganized group of persons act
in an emergency has seen organized behavior of this variety. Of
course, if the group has been organized previously to the emergency
or if one or more members of the group are recognized as "lead-
ers,” the mechanism of coordination may be much more elaborate,
involving vocal commands.

In most situations, the successful performance of a task by a
group of persons requires a slightly higher degree of coordination.
For instance, it may be necessary for effective performance that
they al apply their efforts simultaneously. Even under such cir-
cumstances, the coordination may not be deliberate nor involve
explicit commands. The various members of the group may merely
accept one member as the "leader" and adjust their movements to
his—a group of men moving a heavy load, for example.

All these situations where self-coordination is possible require
that the individual be able to observe the behaviors of the organi-
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nation members and adjust his to theirs. Where this direct obser-
iration is not possible—as in most situations of any complexity—"the
organization itself must provide for the coordination.

Group Versus Individual Alternatives. The individual views the
attainment of his objectives as dependent upon the particular course
of behavior he follows. For each of the courses of action open to
him thereis adistinct set of consequences or results. Rational choice,
as has been explained, consists in selecting and bringing about the
result that is preferred to the others.

When choice takes place in a group situation, the consequences
of a course of action become dependent not only upon the individ-
ual's selection of a particular alternative, but upon the selections
of the other members of the group as well. Only when the be-
haviors of the others are taken as "constants"—that is, when ex-
pectations are formed regarding their behaviors—does the problem
of choicetake on a determinate forrri. When such expectations have
been formed, the only remaining independent variable is the indi-
vidual's own choice, and the problem of decision reduces to the
former case.

Hence, the set of alternatives available to the group must be
carefully distinguished from the set of alternatives available to the
individual. The latter is only a subset of the former, a different
subset for each given set of behaviors of the other members of the
group. The alternative that the individual actually selects for his
own behavior may be quite distinct from the alternative that he
would select if he could determine the behaviors of al the other
group members.

If the individual's expectations of the behaviors of his colleagues
are accurate they will usually be rather different from the way he
wishes his colleagues would behave. Since his own decision, to be
rational, must be related to his expectations rather than his wishes,
he must aim not at that alternative among all those possible for the
group which he prefers, but at that alternative among all those pos-
sible for him which he prefers.

That a distinction must be made between a plan of campaign
that depends on the opponent's doing the wished-for thing, and a
plan that depends upon the opponent's doing the "correct" thingisa
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cardinal principle of military tactics, and indeed of any con p t.-
tive activity. A plan of the first kind never succeeds, for Itssu i -
depends upon the false assumption that the opponent will do v '1 it
you want him to do. In the practical world, plans are charactel 1/ '
as "Utopian" whose success depends on wished-for behavior 01 I'lc
part of many individuals, but which fail to explain how thiswi 11 d-
for behavior will, or can, be brought about.

Now a very special situation arises when al the members of the
group exhibit a preference for the same values and for the sam
outcomes out of all those possible of realization by the gfoup. All
the firemen fighting a fire are agreed on the aim of their joint be-
havior—to extinguish the fire as quickly as possible. In such 1
case there is one set of behaviors for the members of the groun
which, on entirely objective empirical grounds, is the most expedi-
tious for the accomplishment of this aim. The members of the

group may disagree as to what this best solution is, but any such m

disagreement is on a factual level—a question of judgment, not of
values.

The attainment of the "best" result implies that each member of
the group knows his place in the scheme and is prepared to carry
out his job with the others. But, unlessthe intentions of each mem-
ber of the group can be communicated to the others, such coordi-
nation is hardly possible. Each will base his behavior on his
expectations of the behaviors of the others, but he will have no
reason to expect that they will fit into any preconceived plan. Lack-
ing formal coordination, the result will be highly fortuitous.

Under most practical, conditions, self-coordination is infinitely
less effective than a predetermined scheme of action that relieves
each member of the group of the task of anticipating the behavior
of the others as a basis for his own.

Communication, then, is essentia to the more complex forms of
cooperative behavior. The process of coordination in these more
complicated situations consists of at least three steps: (i) the de-
velopment of a plan of behavior for all the members of the group
(not a set of individual plans for each member) ; (2) the com-
munication of the relevant portions of this plan to each member;
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and (3) a willingness on the part of the individual members to
permit their behavior to be guided by the plan.

This process is not unlike that whereby the individual integrates
his own behavior into a coordinated pattern. In the integration of
the group, communicationfillsthe gap—supplies the nervetissue, so
to speak—Ieft by the absence of any organic connection among
the individuals,

The Group Plan, The idea of a plan for the behavior of a group
does not involve any metaphysical notions of a "group mind." It
is a gpecification as to how a number of persons shal behave,
rather than a specification as to how one person shall behave. The
plan has its existence on paper, or in the respective minds of the
individuals who create it. These individuals may be many, or few;
they may belong to the group, or they may not. All that is required
is that, before the plan is acted out, it shall be communicated to
the group members who are to do the acting.

In the discussion thus far, it has been assumed that a plan will
come into being only when there is perfect agreement among the
group members as to which of al the possibilities available to the
group they would like to see realized. As a matter of fact, this is
not strictly necessary. Group coordination may be possible in many
cases where different individuals have different notions of the
"optimum." It is necessary only that they agree in finding one plan
preferable to any alternative that would be open to them as indi-
viduals if there were no cooperation.™

Since the present discussion is concerned not so much with the
reasons why individuals cooperate as with the mechanisms that
make cooperation possible, the subject of the "group plan" may now
be left, to be more fully discussed in the next chapter.

Commufdcation. General organization decisions can control the
behavior of the individual only through psychological mechanisms
that bring values and knowledge to bear upon each individual de-

22 An extreme form of this proposition was used by Hobbes in his demonstration
that social organization can arise even from a state of bellum omnium contra
omnes. Other contract theorists, notably Locke, felt impelled to postulate a natural
identity of interests. For a penetrating discussion of the motivational bases of
cooperation see R. M. Maclver, Community: A Sociological Study (London:
Macmillan & Co., 3rd ed., 1924), particularly Bk. 11, chaps, ii and iii.
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cision at the time it is made. In group behavior, there is a shui
necessity of communicating the group plan to the individuals y$
are to carry it out. This does not mean that the whole plan must|
communicated, but that each individual must know what heis!e> Ha

No step in the administrative process is more generally ign " «l»
or more poorly performed, than the task of communicating K ci-
sions. All too often, plans are "ordered" into effect without iny
consideration of the manner in which they can be brought t« n-
fluence the behavior of the individual members of the group. 1 io-
cedural manuals are promulgated without follow-up to detein nc
whether the contents of the manuals are used by the individu 'K to
guide their decisions. Organization plans are drawn on pape' al-
though the members of the organization are ignorant of the p'in
that purports to describe their relationships.

Failures in communication result whenever it is forgotten I'lat
the behavior of individuals is the tool with which organizi'inn
achieves its purposes. The question to be asked of any admin - i i-
tive process is: How does It influence the decisions of these idi-
viduals? Without communication, the answer must alwayst Jt
does not influence them at all.

Acceptance of the Plan. The final step in coordination is acutpt-
ance by each of the organization members of his part in the group
plan. The problem of securing this acceptance will furnish the prin-
cipal topic of the next two chapters.

SUMMARY

In the course of this chapter both the limits and the possibilitie'
of human rationality have been examined. The limits of rationality
have been seen to derive from the inability of the human mind
to bring to bear upon a single decision al the aspects of value,
knowledge, and behavior that would be relevant. The pattern of
human choice is often more nearly a stimulus-response pattern than
a choice among alternatives. Human rationality operates, then,
within the limits of a psychological environment. This environment
imposes on the individual as "givens" a selection of factors upon
which he must base his decisions. However, the stimuli of decision
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themselves be controlled so as to serve broader ends, and a
«":e of individual decisions can be integrated into a well con-
MM plan.
7'i deliberate control of the environment of decision permits
o ity the integration of choice, but its socialization as well. So-
1 11 titutions may be viewed as regularizations of the behavior
rflA irdividuals through subjection of their behavior to stimulus-
jaitLms socially imposed on them. It is in these patterns that an
aatif tanding of the meaning and function of organization is to
t» [ound.



Chapter VI

THE EQUILIBRIUM OF THE ORGANIZATION

IN CHAPTER V some mechanisms were described that permit the
behavior of the individual to be integrated with that of the rest
of the organization of which he is a part. These mechanisms do
not explain, however, why the individual is willing to participate
in the organized group at all, and to submit his personal aims to the
“tablished organization objectives. An organization is, after al,
a collection of people, and what the organization does is done by
people. The activities of a group of people become organized only
to the extent that they permit their decisions and their behavior to
be influenced by their participation in the organization.

INDUCEMENTS

The clue to the participation of individuals in organization lies
in the remarks made in Chapter | regarding the organized group
as a system in equilibrium. Individuals are willing to accept organi-
zation membership when their activity in the organization contrib-
utes, directly or indirectly, to their own personal goals. The
contribution is direct if the goals set for the organization have
direct personal value for the individual—church membership is a
typical example of this. The contribution is indirect if the organi-
zation offers personal rewards—monetary or other—to the indi-
vidual in return for his willingness to contribute his activity to
the organization. Employment in a business concern is a typical
example of this. Sometimes these personal rewards are directly
related to the size and growth of the organization—as in the case
of the stockholders of a business; sometimes, not very directly—
as in the case of most wage earners. The characteristics of these
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three bases for participation are sufficiently distinct to make it
worth while to consider them separately; personal rewards deriving
directly from the accomplishment of the organization objectivej
personal inducements offered by the organization and closely related
to its size and growth; and personal rewards derived from induce-
ments offered by the organization but unrelated to the organization
size and growth. Organizations are ordinarily made up of three
groups of individuals, in each of which one of these types of moti-
vation prevails; and it is the presence of these three groups that
gives administration its specific character.

The phrase "personal goals" which is used here should be under-
stood in a broad sense. It is by no means restricted to egoistic goals,
much less to economic goals. "World peace" or "aid to the starving
Chinese" may be just as much a personal goal for a particular
individual as another dollar in his pay envelope. The fact that
economic incentives frequently predominate in business and gov-
ernmental organizations should not obscure the importance of other
types of inducements. Nor should intangible egoistic values, such
as status, prestige, or enjoyment of organization associations, be
forgotten.

In Chapter | it was explained that in business organizations the
"customers" are a group that has, predominantly, the first type of
motivation—direct interest in organization objectives; employees®
the third type; and the entrepreneur the second type. This is true,
of course, only to a very rough approximation, and the necessary-
qualifications will be set forth later in the chapter.

The members of an organization, then, contribute to the organi-
zation in return for inducements that the organization offers them.
The contributions of one group are the source of the inducements
that the organization offers others. If the sum of the contributions
is sufficient, in quantity and kind, to supply the necessary quantity
and kinds of inducements, the organization survives and grows;
otherwise it shrinks and ultimately disappears unless an equilibrium
is reached."

IThis idea of an equilibrium is due to C. |I. Barnard. See his The Functions of
the Executive (Cambridge: Harvard University Press, 193S), pp. 56-59 atid
chaps, xi and xvi.
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TYPES OF ORGANIZATION PARTICIPANTS

Organization members may be classified in other ways than in
terms of the inducements they receive for their participation. The>
may be classified in terms of the types of contributions they maki_
to the organization; specific services (a supplier of material),
money or other neutral services that may be employed as incentives
(customers) ; and time and effort (employees).

Still athird method of classification would distinguish those who
control the organization—"that is, have a right to fix the terms on
which the others will be permitted to participate in it—from th*
remaining participants. The various possible combinations of in-
ducements, contributions, and control arrangements make for a
considerable variety of organizational forms, and this variety must
be taken into consideration in the succeeding discussion.

ORGANIZATION GOALS AS INDUCEMENTS

Most organizations are oriented around some goal or objective
which provides the -purpose toward which the organization deci-
sions and activities are directed. If the goal is relativ®y tangible—
e.g., making shoes—it is usually not too difficultro assess the con-
tribution of specific activities toward it, and~nce to evaluate their
usefulness. If the goal is less tangible—"Hke that of a religious or-
gani zation—"it becomes more debatable whether a particular activity
contributes to the goal; and hence there may be considerable con-
troversy, even among those who wish to work for the goal, as to
how it isto be attained. Even where the goal is tangible there may
be some activities whose relation to it is so indirect, though not
necessarily any less substantial for that indirectness, that the prob-
lem of evaluation is difficult. It is much easier to budget, for ex-
ample, for the production line than for the advertising department
or for supervision,

It has been fashionable in the literature of business administra-
tion to debate whether "the" purpose of a business organization
Ib eervice or profit. There really is no problem to debate about.
Certain individuals, primarily the customers, contribute to the
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organization because of the service it provides; others, the entre-
preneurs, because of the profits they may derive. When the system
of organization behavior itself is examined, it is found that both
service and profit aims influence decisions. It is for terminological
convenience that the label of "organization objective" is here ap-
plied to the service aim.

Application to Specific Organisation Types

In the case of the business organization the organization goal—
the output of product—is a personal goal for individuals who are
ordinarily not considered members of the organization, that is, the
customers.” In return for this product the customers are willing to
oiifer money, which provides a principal inducement for the em-
ployees and entrepreneurs to participate in the group. The relation
of customers to the organization is distinguished not only, by the
type of inducement they receive, but also by the fact that it is based
on a contract or bargain for a specific product without, ordinarily,
any assumption of permanence or continuity in the relationship.

In the case of a government agency the organization goal is a
personal goal for the ultimate controlling body of the organization
—the legislature—and for the citizen. The relationship here is in
part the same as in a business organization, in that the legislators,
viewed as "customers,” furnish the agency with its funds. It is
decidedly different in that, first, they retain final legal control over
the organization, and second, their "personal” motivation is based,
in turn, on their peculiar status as elected representatives. To ex-
amine the way in which legislators make value judgments in de-
termining the policy of governmental agencies would lead away
fi om the present study into a study of the whole legislative process.

In volunteer organizations the organization objective is ordi-
n "rily the direct inducement that secures the services of the or-

- Ltarnard, in The Functions of the Executive, was perhaps the first writer to

insist that the customers must be considered as a part of the system of organi-

zation activity in any theory of administration. His views on this point have still

apparently not gained wide acceptance among writers on administration. As

pointed out earlier, the important question here is not how "organization mem-

bership" is to be defined but whether or not the behavior of customers is to be
. included in the analysis of the organization.
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Anization members. The peculiar problems of administration in
Tolunteer organizations derive from the facts that the contributions
are often on a part-time basis, that the various participants may
have conflicting interpretations of the organization objective, ax?
that the organization objective may play such a modest role in the
participant's system of values that it offers only a mild inducemeni
for cooperation. In this respect, the volunteer shares many of the
characteristics of the customer of a business organization, although
the former contributes services to the organization instead of
money.

Adaptation of the Organisation Objective

The organization objective is by no means a static thing. In order
to survive, the organization must have an objective that appeals
to its customers,® so that they will make the contributions neces
sary to sustain it. Hence, organization objectives are constantly
adapted to conform to the changing values of customers, or to se-
cure new groups of customers in place of customers who havt:
«dropped away. The organization may also undertake special ac-
tivities to induce acceptance of its objectives by customers—adver-
tising, missionary work, and propaganda of al sorts.

Hence, although it is correct to say that organization behavioi
is oriented toward the organization objective, this is not the whol
story; for the organization objective itself changes in response to
the influence of those for whom the accomplishment of thai ob-
jective secures personal values.

The modification of the organization objective usually repre-
sents a compromise of the interests of several groups of potential
participants, in order to secure their joint cooperation where cac i
group individually is unable to attain its own objectives unaided
Hence the organization objective will seldom coincide exactly wit'
the personal objectives of even those participants whose interest in
the organization Hes in its attainment of its goal. The crucial issu*
for any such individual is whether the organization objective i”®
3 The word "customer" is used in a generic sense here to refer to any indHidui'

—customer, legislator, or volunteer—for whom the organization objective \ii
personal value.
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Sl (ficiently close to his personal goa to make him choose to partici-
pate in the group rather than try to attain his goa by himself or
in some other group. As will be seen, this process of compromise
ti :es place, whether the controlling group of the organization is
il-'df directly interested in the organization objective, or whether
fh( inducement it receives from the organization is of some other
t>pe.

/i yaliy of Employees to Organization Objective
Although the organization objective Is of greatest importance
in relation to the behavior of those participants who have been
cdled "customers,” amost all the members of an organization
become imbued, to agreater or lesser degree, with the organization
aim, and are influenced by It in their behavior. This has already
"ben pointed out in the case of volunteer organizations; it is also
true, although to a lesser extent, of governmental agencies and
commercia organizations. It is one component, and a very impor-
tant one, of organizational loyalty. If the objective has any ap-
pearance of usefulness, the organization members, whose attention
\'is continually directed to It by their everyday work, will acquire
an appreciation of its importanc”jjid.value (often an exaggerated
appreciation), and th"-attainment of the value will come, to that

f extent, to have personal value for them. It will be seen later that,
fi in addition to this loyalty to the organization objective, there may

also develop in employees a very different loyalty—a loyalty to the
organization itself and an interest in its survival and growth.

INCENTIVES FOR EMPLOYEE PARTICIPATION

To an employee of a non-volunteer organization the most ob-
vious personal incentive that the organization offers is a salary
or wage. It is a peculiar and important characteristic of his rela-
tion with the organization that, in return for this inducement, he
offers the organization not a specific service but his undifferen-
tiated time and effort. He places this time and effort at the dis-
posal of those directing the organization, to be used as they see
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fit. Thus, both the customer relation (in the commercial organiza-
tion) and the employee relation originate in contract, but in con-
tracts of very different sorts. The employment contract results in
the creation of a continuing authority relation between the orgaa-
zation and the employee.

How can this be? Why does the employee sign a blank checl,
so to speak, in entering upon his employment? First, from th_
viewpoint of the organization, nothing would be gained by offerin.”
an inducement to the employee unless the latter's behavior coul 1
be brought into the system of organization behavior through his
acceptance of its authority. Second, from the viewpoint of the
employee, the precise activities with which his time of employment
is occupied may, within certain limits, be a matter of relative in
difference to him. If the orders transmitted to him by the organiza-
tion remain within these limits of acceptance, he will permit his
behavior to be guided by them.

What determines the breadth of the area of acceptance within
which the employee will accept the authority of the organization'
It certainly depends on the nature and magnitude of the incentive-
the organization offers. In addition to the salary he receives, h
may value the status and prestige that his position in the organiza-
tion gives him, and he may vaue his relations with the workinj
group of which heis part. In setting histask, the organization mus
take into consideration the effect that its orders may have upoi
the employee's realization of these values. If the employee values
white-collar status, for example, he may be completely unwilling
to accept assignments that deprive him of that status even when
the work he is asked to perform is not inherently unpleasant or
difficult.

Thereisgreat variation among individuals in the extent to which
opportunities for promotion act as incentives for participation.
Promotion is, of course, both an economic and a prestige incentive.
Burleigh Gardner has pointed out the importance for administra-
tive theory of the presence in organizations of certain highly
"mobile" individuals, i.e. individuals who have a strong desire for
advancement. It would be a mistake (which Gardner carefully
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avoids) to assume that these desires provide a strong incentive in
ai individuals.*

We find, then, that those participants in organization who are
c lied its employees are offered a variety of material and non-
material incentives, generally not directly related to the attainment
of the organization objective nor to the size and growth of the
organization, in return for their willingness to accept organization
decisions as the basis for their behavior during the time of their
employment. The area within which organization authority will
be accepted is not unlimited, and the boundaries will depend on
the incentives that the organization is able to provide. In so far
as these incentives are not directly dependent upon the organiza-
tion objective, modification of that objective will not affect the
willingness of employees to participate, and hence the latter group
will exert little influence in the determination of the objectives.

VALUES DERIVED FROM ORGANIZATION SIZE AND GROWTH

The third type of incentive that induces individual participa-
tion in organization derives from the size and growth of the
organization. These might be referred to as "conservation" values.
Most prominent in the group for whom these values are important
is the entrepreneur. It is true that the entrepreneur, to the extent
that he is an "economic man," is interested in profits, and not in
size and growth. In practice this objection is not serious: first
because profits usually are, or are thought to be, closely related to
si/x and growth; and secondly because most entrepreneurs are
interested in nonmaterial values, such as prestige and power, as
well as profit. This attachment to conservation objectives is even
more characteristic of the professional managerial group who ex-
ercise the active control of most large business enterprises.

Conservation objectives may provide important values, also, for
the other employees of the organization as well, particularly those
who are mobile. An organization that is growing and prospering
* On this and other aspects of the problem of incentives see Burleigh B. Gardner,

Human Relations in Industry (Chicago: Richard D. Irwin, 1945), particularly
chaps, i and viii.
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offers greater opportunities for prestige and advancement thai e

that is static or declining. Conservation values are not, there
completely independent in practice from values of the second
though for purposes of analysis there is some advantage in
sidering them separately.

Interest in conservation of the organization provides the basis
for an organizational loyalty distinct from that previously men-
tioned. The individual who is loya to the objectives of the or-
ganization will resist modification of those objectives, and ma/
even refuse to continue his participation if they are changed too
radically. The individual who is loyal to the organisation will su>-
port opportunistic changes in its objectives that are calculated to
promote its survival and growth.

Loyalty to the organization itself is perhaps the type of loyallv
most characteristic of commercial organizations, but both speci s
prevail widely in both public and private administration, commerci il
and noncommercial. Some of the most striking manifestations ci
conflict between these two types of loyalty are to be found in n-
ligious and reform organizations, where there is often contr '-
versy as to the extent to which organization objectives shall he
modified to insure survival. This was certainly one basis for the
Stalinist-Trotskyist rivalry. As previously indicated, the motivt -
of the opportunists in such a controversy may, of course, betactic il
rather than egoistic. The opportunist, assessing unfavorably tl.i.
chances of survival without adaptation, may prefer half a loaf i >
no bread, while the "ideaUst" may assess the chances of surviv i\
more optimistically, or may consider that the concession in obje -
tives more than outweighs the improvement in survival chance *
Both types of loyalty will be discussed more fully in alater chaptei

ORGANIZATION EQUILIBRIUM AND EFFICIENCY

The basic value criteria that will be employed in making decision®
and choices among alternatives in an organization will be select d
for the organization primarily by the controlling group—the group
that has the power to set the terms of membership for al the pai-
ticipants. If the group that holds the legal control fails to exerci c
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Ihis power, then, of course, it will devolve on individuals further
dijwn the administrative hierarchy.

Whatever group exercises the power of determining the basic
value criteria will attempt to secure through the organization its
o' n personal values—"whether these be identified with the organi-
zation objective, with the conservation objectives, with profits or
what not. But their power of control does not in any sense imply
that the control group exercises an unlimited option to direct the
organization in any path it desires, for the power will continue to
exist only so long as the controlling group is able to offer sufficient
incentives to retain the contributions of the other participants to
the organization. No matter what the personal objectives of the
control group, their decisions will be heavily influenced by the
fact that they can attain their objectives through the organization
only if they can maintain a positive balance of contributions over
inducements, or at least an equilibrium between the two.

For this reason the controlling group, regardless of its per-
sonal values, will be opportunistic—will appear to be motivated
in large part at least by conservation objectives. It may be worth
vthile to illustrate this more fully in the case of widely different
organization types.

Equilibrium in Commercial Organisations

In business organizations, the control groups can ordinarily be
expected to be oriented primarily toward profits and conservation.”
They will attempt to maintain a favorable balance of incoming
contributions over outgoing incentives in two ways: first by modi-
fying the organization objective in response to customer demand,;
and second, by employing the resources, monetary contributions,
and employees time and effort in such a manner as to attain a
maximum of inducement to employees, and a maximum of attain-
ment of organization objectives with these resources. A detailed
examination of the way in which this is accomplished leads to the
A This may be less true in recent years than formerly, and less true in businesses
"affected with a public interest" than in others. In some areas of enterprise
particularly the public utility field, a "trusteeship" concept has grown up that

IcALS the active control group to identify itself—to what degree the writer is acA
prepared to estimate—with the organization objective.
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theory of what the economist cals "the economics of the firm."
Such an examination cannot be undertaken here. One point does
require notice, however: the second type of adjustment—~that of
using the given resources as effectively as possible in the light of
the organization objective—"makes efficiency a basic value criterion
of administrative decision in such organizations.

It might be asked why most commercial organizations, if their
basic adjustment is opportunistic, do tend usually to maintain fairly
stable objectives. The answer to this is threefold. First, there are
**qunk costs" which make immediate and rapid adjustment un-
profitable even from the standpoint of conservation. Second, the
organization acquires know-how in a particular field—really an
intangible sunk cost, or more properly, "sunk asset." Third, the
organization acquires goodwill, which is also a sunk asset |hat
may not be readily transferable to another area of activity. Stated
differently, a change in organization objectives ordinarily entails
decreased efficiency in use of resources (sunk costs and know-how)
and a loss of incentives otherwise available to maintain a favor-
able balance (goodwill).

Equilibrium in Governmental Agencies

In the governmental agency the "customer," i.e., the legislative
body, is the ultimate controlling group. Since this group can con-
tribute to the organization whatever funds are necessary to atlain
the organization objective, it is less obvious on casual examination
that such an organization is a system in equilibrium. It may be
expected, also, that opportunistic modification of the organization
objective is less prominent in such organizations than in commer-
cial organizations.

Closer examination tends to reduce the importance of these dif-
ferences. First, the legislature and the electorate to which it is
responsive have changing tastes and objectives. Second, the con-
trol of the legislative body over the public agency is usualy of a
relatively passive and general nature, and the real initiative for the
formulation of objectives often—"perhaps almost awayS—Iies in
the top administrative group. This group may be strongly imbued
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with the organization objectives, with conservation aims, or both,
and, within the limits of its discretion, may play very much the
same role as the management group in commercial organizations.

In any event, efficiency comes forth again as a basic criterion
« of decision in the public organization, since the controlling group
will attempt to attain a maximum of organization objectives, how-
~ ever these be determined, with the resources at its disposal.

Equilibrium in Non-Pro fit Private Organisations

The non-profit organization (a professional association, or a
private school, for example) is likely to differ from the ordinary
business organization in several respects. For one thing, there is
not a conflict—always possible in business organizations—"between
profit aims, and the other types of objectives discussed. Moreover,
the control group is likely to be identified closely with the organiza-
tion objective, and hence opportunism, though an important ele-
ment in the equilibrium of such organizations, is likely to be of
the type previously described as "tactical." On the other hand, the
criterion of efficiency will play the same role in these organizations
as in the others that have been described.

Elements in  Common

These illustrations will perhaps serve to suggest the wide variety
of possible organization forms. The reader undoubtedly can sug-
gest other forms from his own experience and is aware of the
numerous modifications these forms can undergo, particularly with
respect to the motivation of the control group.

The same analysis can be applied to segments of organizations,
the departments, divisions, and sections of which they are built.
Tlie administrators directing these segments, within the limits of
discretion permitted them, behave in a fashion quite comparable to
the groups that control autonomous organizations.

These illustrations indicate that there are at least two elements
common to all organizational forms. They al have some equilibrat-
ing mechanism or mechanisms; and in al of them efficiency is a
basic criterion of administrative choice.
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The Criterion of Efficiency

TTie criterion of efficiency is such an important element in or-
ganization decision-making that an entire chapter will be devc *' d
toit. Before leaving the present discussion, however, it may bee 11
to give the term a more precise definition. The criterion of i iVi-
ciency demands that, of two alternatives having the same cost, iluc
one be chosen which will lead to the greater attainment of the oi-
ganization objectives; and that, of two alternatives leading to i le
same degree of attaitunent, that one be chosen which entails Ilic
lesser cost.

Where resources, objectives, and costs are al variable, organ.za-
tion decisions cannot be reached purely on the basis of considt-ia-
tions of efficiency. Where the amount of resources and ilie
organization objectives are givens, outside the control of the ad-
ministrator, efficiency becomes the controlling determinant of
administrative choice.

CONCLUSION

The organization has been described in this chapter as a system
in equilibrium, which receives contributions in the form of mciicy
or effort, and offers inducements in return for these contribution’;
These inducements include the organization goal itself, conser\a-
tion and growth of the organization, and incentives unrelated to
these two.

The organization equilibrium is maintained by the control group,
whose personal values may be of various kinds, but who assume
the responsibility of maintaining the life of the organization in
order that they may attain these values.

The remaining chapters of this volume will contain a develop-
ment of the topics introduced thus far. The authority relation bip
will be examined more closely, the concept of efficiency will I)o
analyzed, a study will be made of organizational loyalties, and ihc
mechanisms of organization influence over the individual wil" IIL'
discussed in some detail. With this material at hand, it will be pn™-
sible to draw a comprehensive picture of the anatomy of orgat i/a-
tion and the processes of decision in administration.

Chapter VII

THE ROLE OF AUTHORITY

11 "ViNG discussed the processes whereby the individual becomes
» member of an organization, we come to the next problem, which
1" bow the organization fits the individual's behavior into an over-
* 1' pattern—"how it influences his decisions. Two aspects of influ-
(ir ;e may be distinguished: the stimuli with which the organization
-1 cks to influence the individual; and the psychological "set" of the
iM'lividual, which determines his response to the stimuli. These
m |y be termed the "external” and "internal” aspects of influence,
r(.-«pectively.

For purposes of exposition, it is not convenient to separate
tt 'npletely the external and internal aspects of influence. Each
pi lys a greater or lesser role in al the principal modes of influ-
Ciice. authority, communication, training, efficiency, and identifi-
(. 'lion (organizational loyalty). Each of these topics will be com
fri'lered, in turn, in the following chapters.

[n this and the following chapters it is necessary to keep con-
frt intly in mind the idea of a decision as a conclusion drawn from
a - St of premises—rvalue premises, and factual premises, Organiza-
i"-»nd influence upon the individual may then be interpreted not
a determination by the organization of the decisions of the in-
(‘i\idual, but as determination for him of some of the premises
u[ 9n which his decisions are based. Hence the several modes of
I1 Luence by no means exclude one another. When the individual
d lides upon a particular course of action, some of the premises
n '3n which this decision is based may have been imposed upon
bun by the exercise of the organization's authority over him, some
n ly have been the result of his training, others of his desire for
L iiciency, still others of his organizational loyalty, and so forth.

123
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Of al the modes of influence, authority is the one that chiefly
distinguishes the behavior of individuals as participants of organi-
zations from their behavior outside such organizations. It is au-
thority that gives an organization its formal structure, and the
other modes of influence may best be discussed after this structure
has been specified.

In the behavior of organized human groups we often find a
unity and coordination of behavior so striking that it has led
many socia thinkers to draw an analogy between the group and
the individual, and even to postulate a "group mind," » The mech-
anism whereby this coordination is achieved is not easily perceived.
In the case of the individual, there is a perfectly tangible structure
of nerve fibers, capable of transmitting impulses from any part of
the body to any other part, and capable of storing and transform-
ing those impulses in a central nucleus. In the case of the socia
group, no physiological structure is present whose anatomy can
be explored in the search for clues to the underlying mechanism.

The way in which such coordination is accomplished has already
been partly described, in the last part of Qiapter V. A plan of
action is developed for the group, and this plan is then communi-
cated to the members of the group. The final step in the process
is the acceptance of this plan by the members. Authority plays a
central role in this acceptance.

Coordination then results when the behavior of the individual
is guided by his expectations of the behavior of the other members
of the group. Inthe simplest cases, as we have seen, this adaptation
may be self-induced. But for the coordination to reach any degree
of complexity, it is necessary for the individual to make his spe-
cific decisions conform to some sort of group plan. Psychologically
speaking, his realization that a particular behavior is a part of his
role under the plan must be a sufficient stimulus to bring about the
behavior in question.

The mental processes involved are seldom entirely deliberate or
conscious. Most of the behaviors resulting in coordination are in
1 For two decisive refutations of "group mind" theories see Floyd H. AUport,

Ingtitutional Behavior (Chapel Hill: University of North Carolina Press, 1933)»
chaps, i-iii, and R. M. Maclver, Community, Bk. II, chap, ii, and App. A.
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large part habitual or reflexive. A soldier obeying a command does
not reflect on the philosophy of obedience, but he does set himself
arule of behavior which makes his choices responsive to the com-
mand. Instead of being guided at each moment by a decision, "I
will attack now," the soldier comprehends al such decisions under
the general rule, 'T will attack when ordered to do so."

An analysis of organized behavior of al sorts will demonstrate
that such behavior results when each of the coordinated individuals
sets for himself a criterion of choice that makes his own behavior
dependent upon the behavior of others. In the simplest cases he
makes his own decision at each point as to what those adjustments
should be. In slightly more complex forms of organization, he sets
himself a general rule which permits the com-n*unicated decision of
another to guide his own choices (i.e. to serve as a premise of those
choices) without deliberation on his own part on the expediency
of those premises.

AUTHORITY

Even the very simple illustrations that have been presented of
organized behavior exhibit, in embryo at least, the phenomenon
of authority. "Authority" may be defined as the power to make
decisions which guide the actions of another. It is a relationship
between two individuals, one "superior," the. other "subordinate."
The superior frames and transmits decisions with the expectation
that they will be accepted by the subordinate. The subordinate ex-
pects such decisions, and his conduct is determined by them.®

The relationship of authority can be defined, therefore, in purely
objective and behavioristic terms. It involves behaviors on the part
of both superior and subordinate. When, and only when, these
behaviors occur does a relation of authority exist between the two
persons involved. When the behaviors do not occur there is no
authority, whatever may be the "paper" theory of organization.

The behavior pattern of the superior involves a command—
an imperative statement concerning the choice of a behavior « Ltr-
2For other descriptions of authority see L. D. White, Introduction to the Sndj

of Public Administration (New York: Macmillan Company, 1939)* PP- AA-N-,
and C. |. Barnard, The Functions of the Executive, p. 163.
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native by the othe—"and an expectation that the command will
be accepted by the other as a criterion of choice”

The behavior pattern of the subordinate is governed by a single
indeterminate decision, or criterion for decision, to "follow that be-
havior alternative which is selected for me by the superior.” That
is, he holds in abeyance his own critical faculties for choosing be-
tween alternatives and uses the formal criterion of the receipt of
a command or signal as his basis for choice.*

Now since the relation of authority involves a particular cri-
terion of choice as the basis for the subordinate's behavior, it is
clear that two persons may stand in a relation of authority at one
moment and not at the next. For the subordinate's behavior may
be governed at the first moment by a command, and not at the next.
Nor does it follow that when two persons recognize each other as
"superior" and "subordinate" respectively, al the verbalizations of
the first which affect the behaviors of the second are "commands."
The willingness of the subordinate to accept a command, if given®
does not imply that all, or even most> of his behavior choices are
governed by commands.

It is necessary to distinguish, therefore, between specific be-
haviors which are momentary instances of the exercise of authority,
and the roles played by two persons over a period of time which
involve an expectation of obedience by the one and a willingness
to obey by the other.

Digtinction Between Influence and Authority

The relation of authority by no means comprehends al situa-
tions where the verbalizations of one person influence the behavior
of another. The verbs "persuade," "suggest," etc., describe sev-
eral kinds of influence which do not necessarily involve any rela-
tionship of authority. The characteristic which distinguishes au-
thority from other kinds of influence is one already mentioned
above, namely, that a subordinate holds in abeyance his own crit-
ical faculties for choosing between alternatives and uses the formal

3 This idea was central to the utilitarian concept of the state. See, for example®
Jeremy Bentham, A Fragment on Government (Oxford: Clarendon Press).
*Cf. Ordway Tead, Human Nature and Management (New York: McGraw-
Hill, 1929), p. 149, and Stene, op. cit, p. 1131.
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criterion of the receipt of a command or signal as his basis for
choice. On the other hand, a person who receives a suggestion
accepts it as only one of the evidential bases for making his choice
—but the choice he will make depends upon conviction. Persua-
sion, too, centers around the reasons for or against a course of
action. Persuasion and suggestion result in a change in the eviden-
tial environment of choice which may, but need not, lead to con-
viction. Obedience, on the other hand, is an abdication of choice.

Confusion among these terms results from the fact that al three
phenomena—persuasion, suggestion, and command—are fre-
guently present in a single situation. Even where a behavior can
be secured by the exercise of authority, a superior often and per-
haps usually prefers to employ suggestion or persuasion. Some
reasons for this will be discussed presently. But confusion will be
avoided if it is remembered—as has been pointed out already—
that the mere fact that two persons accept the roles of superior
and subordinate does not imply that al, or even most, of their
behaviors will be instances of the exercise of authority.

The line of demarcation between suggestion and command is
perhaps not so clear as would be suggested by this discussion, how-
ever. Certain subtleties are concealed in the term "conviction,"
which was used as the distinguishing criterion.

A conviction, as used in this connection, is a beUef in a factual
or value premise which is relevant to a particular decision. Belief
in a factual proposition may be induced in a number of ways, one
of which is proof.

But we are convinced of a great number of things which never
have been proved to us logically or empiricaly. Most persons in
this country would agree that the atom bomb has been invented,
though they would be hard put to demonstrate this either by pure
logic or by the evidence of the senses. Likewise, few persons before
taking prescribed medicines ask their physicians for a demonstra-
tion of the curative properties of the prescription.

In other words, conviction often results from the social trans-
mission of factual statements, even in the absence of proof. So, a
secretary who has been instructed by her employer to investigate
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a particular question of office procedure may report: "l have
looked into the problem, and suggest that you act in this man-
ner." This suggestion may be accepted without any review of its
evidential basis by the employer, merely on the strength of his
confidence in the secretary. Here is evident the same relaxation
of critical faculties that we have said was characteristic of the
relation of authority.

Statements, then, may convince without proving by virtue of
the status or position of the person making the statement. An
individual who does not have a recognized status, or who is not
recognized by his associates as expert with respect to a certain
kind of knowledge will have a more difficult time convincing his
listeners that a recommendation is sound than one who possesses
the credentials of "expertness." Recommendations are judged
partly on their merits, but partly on the merits of the persons mak-
ing the recommendations. This is true both because the individuals
acting upon the recommendations often do not have the expertise
needed to judge them, and because pressure of time requires them
to accept the recommendations of those whom they trust. This is
an important reason for the resistance that is usually experienced
in any organization to suggestions that are made outside the line
of duty, or that are volunteered through other than the usual lines
of communication.

It should not be implied that this resistance to "irregular" sug-
gestions is entirely a weakness of organization. The specialization
of decision-making functions, and the fixing of responsibility for
particular kinds of expertness upon particular individuals is an
important source of organizational efficiency that must be balanced
against the potential loss of independent ideas which results.

At the expense of a possible abuse of the term, we shall use
"authority" broadly, and comprehend under it al situations where
suggestions are accepted without any critical review or considera-
tion. If this definition is accepted, it follows that when A is su-
perior to B at one moment, B may act as superior to A at the next
moment. What is meant, then, when A is described as the superior
of B?
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‘Authority and the "Last Word"

In the situations that have been discussed, a subordinate accepts
commands in the absence of a determinate choice of his own. But
a subordinate may also accept commands in opposition to a de-
terminate choice of his own. In such a case, the element of authority
in the behavior pattern is uneguivocal. When there is a disagree-
ment between two persons, and when the disagreement is not re-
solved by discussion, persuasion, or other means of conviction, then
it must be decided by the authority of one or the other participant.
It is this "right to the last word" which is usually meant in speak-
ing of "lines of authority” in an administrative organization. Too
often, however, the element of disagreement in obedience is over-
emphasized at the expense of the other elements of the situation.
The term "authority” would be too narrowly employed if it were
restricted to such instances of disagreement.

A final complication must be added to the notion of authority,
If authority were evidenced entirely in the acceptance of explicit
commands, or in the resolution of disagreements, its presence or
absence in any relationship could be sought in the presence or
absence of these tangible concomitants. But it is equally possible.
for obedience to anticipate commands. The subordinate may, and
is expected to, ask himself "How would my superior wish me to
behave under these circumstances?' Under such circumstances,
authority is implemented by a subsequent review of completed
actions, rather than a prior command. Further, the more obedient
the subordinate, the less tangible will be the evidences of authority.
For authority will need to be exercised only to reverse an incorrect
decision.

This phenomenon has been pointed out by Friedrich, who calls
it a "rule of anticipated reactions.” It affords a striking example
of the manner in which expectations and anticipations govern hu-
BC. J, Friedrich, op, cit,, p. 16. Cf. Bentham's very interesting definition: "A
tacit expression of will is that which is conveyed by any other signs than words
whatsoever; among which none are so efficacious as acts of punishment annexed
in times past, to the non-performance of acts of the same sort with those that

are the objects of the will that is in question” {A Fragment on Government:
p. 138).
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man behavior, and the difficulties which result from this for the
analysis of human institutions. The difficulty in determining au-
thority relations because of the operation of the rule of anticipated
reactions is common to al "power" situations. Any study, for
instance, of a governor's veto power must take into consideration
what bills failed of passage in the legislature because of the antici-
pation of veto, and what bills were passed for the very same reason.*

Any study of power relations which confines itself to instances
where the sanctions of power were invoked misses the essential
fact of the situation. To avoid this falacy, authority has been
defined in this study not in terms of the sanctions of the superior,
but in terms of the behaviors of the subordinate.

The Sanctions of Authority

Having decided, tentatively at least, what authority is, we must
examine the circumstances surrounding its exercise. Why and to
what extent will a subordinate accept the decisions of another as
governing his own conduct ?

The superior-subordinate relationship is one of many possible
examples of the role-taking which characterizes broad areas of
human conduct. Perhaps the most important basis for such role-
taking is custom. That is, a great deal of conduct requires no fur-
ther explanation than that, under the circumstances, it is the
socially "expected" conduct. For the reasons why particular con-
duct is dictated by custom it would be necessary to study the social
history of the society in question.”

The "institutions" of a society may be regarded as rules specify-
ing the roles that particular persons will assume in relation to one
another under certain circumstances. The range of possible roles
and possible behaviors is as broad as the ingenuity of man for
dramatic invention,"

One of the socially determined roles in many societies is that

ALeslie Lipson, The American Governor: From Figurehead to Executive
(Chicago: University of Chicago Press, 1939). pp. 210-212.

7This is, of course, a central problem of sociology and social psychology.

8For a further discussion of this problem, see Charner M. Perry, "The Rela-
tion Between Ethics and Political Science," International Journal of Ethics,
47:169-170, 172-174 (Jan., 1937).
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of "employee." The particular content of the role—the degree of
oht tiience expected—uwill vary with the social situation. The Amer-
ium workingman today, for example, probably has a somewhat
r a "ower zone of acceptance, so far as the employer's instructions
are concerned, than his father had. In part this may be due to his
stronger bargaining position, or conversely, the weaker sanctions
of the employer; but there is probably also present here a more
fundamental change in socia attitudes as to what it is "proper"
iNN'T an employer to ask an employee to do. This changed attitude
IS reflected also in socia legislation limiting the terms of the em-
p'ri>ment contract.

There are wide differences, too, among different types of em-
plojees in their expectations of the authority relations in their
po*»itions. Professional men and skilled workmen are apt to have
rcl.itively narrow zones of acceptance, particularly in the areas of
their own professional competences or skills.

No attempt will be made here to explain the genesis of these
sociil attitudes that establish an expectation of obedience in cer-
tain situations, nor their dependence upon and relation to other
aililude clusters in the society. There has been much speculation
that the central attitudes of a society must be reflected in admin-
istrative organization, so that administration in a democracy will
be la some sense "democratic” while administration in a totali-
tJTi LU system will be "authoritarian." Thus far, the thesis has
bctu expounded, but by no means demonstrated.

| here are anumber of other, more specific, factors which induce
'ttiiptance of authority in organization. In a broad sense they
mi-'ht be called "sanctions," athough that word is usualy con-
iiiuil to the stimuli which act through punishment, while some of
UK factors listed below are more properly classified as rewards.

() The social sanctions are the first to be noted, and perhaps
tl.t m~st important. Not only does society set up in the individual
tM t:ctations of obedience in certain socia situations, but the indi-
\id la who fails to accept his role will fed, in one way or another,
lilt socia disapprobation of his fellows. Insubordination can be
1" embarrassing, under these circumstances, as failure to wear a
niilvtie to church.
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On the other hand, in so far as fellow employees may receui.-
vicarious satisfaction when an individual "tells off" the boss, soci il
sanctions may operate to decrease the effectiveness of authorit;j.
The extent to which group attitudes of acceptance or resistance v. |
condition the individual's reactions to authority has been muth
emphasized in the Hawthorne sudies®

(2) Psychological differences between individuals may play in
important part in enforcing such relations. Though the study n"
leadership is in a very primitive stage, there are some indicatic n-
that there may be certain personality types that lead, and othi 13
that follow.~*

(3) Purpose has been stressed by students of administration as
a sanction of prime importance. As already pointed out in Chapl<.r
V1, in voluntary organizations efforts are contributed largely be-
cause. the contributor is sympathetic to the purpose of the organi/a-
tion. He is willing to obey commands because he realizes that the
coordination secured thereby is useful to the attainment of the jomt
purpose.”

Several conditions must be satisfied if purpose isto be an €fi c-
tive sanction of authority. The subordinate must have confidence
that the command is issued in furtherance of a purpose with whii-h
he is in sympathy. Second, he must have confidence that the com-
mand will be effective in achieving this purpose. This confidem e
may be based less on his own knowledge of the correctness of ti'e
command (as a matter of fact, such acceptance would fall outsid®
our definition of authority) than on his faith in the ability of the'sc
who issued the command, his recognition that they have inforn. i-
tion he does not have, and his realization that his efforts and tho™
of fellow workers will be ineffective in reaching the desired c'l-
jective without some coordination from above. Within limits, 1
will even accept commands he knows to be incorrect because ..
» See, for example, F. J. Roethlisberger and W. J. Dickson, Management and . .
Worker (Cambridge: Harvard University Press, 1939).
10Charles E. Merriam, Political Power (New York: McGraw-Hill Book C
(:SL‘?S%,_ 1%% 24-46, and Harold D. Lasswell, Psychopathology and Palitics, pp. " -

*i C. |. Barnard, op. cit., pp. 165-166, and Luther GuHck, "Notes on the The( r>
of Organization," in Gulick and Urwick, eds., op. cit., pp. 37-38.
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does not wish to challenge or tinsettle a system of authority that
be believes to be beneficial to his aims in the long run.

(4) More formal sanctions in our society are based on the rela-
tion between the "job" and economic security and status. Thus,
obedience may be the price of retaining the position, securing a
higher salary or other advantages. The facts that most organiza-
tions will tolerate large quantities of insubordination—particularly
if it is not verbalized—without dismissal, and that many organiza-
tion members are not desirous of promotion, diminish the im-
portance of these sanctions as means for securing acceptance of
authority in the day-by-day work of an organization.

(5) Particularly in the case of individuals not much affected by
influences in the third and fourth categories, simple unwillingness
or disinclination to accept responsibility may be a major reason for
the acceptance of decisions made by others. If the assigned task is
not unduly unpleasant, many individuals would prefer being told
what to do to being forced to make the decisions themselves. As a
matter of fact, this is probably characteristic of most individuals
when the decision in question lies outside the area of their experi-
ence and competence. The psychological roots of this lie deeper than
a mere fear of the consequences which may be forthcoming in case
Df an incorrect decision, and there is great variability among in-
dividuals in this characteristic.

The Limits of Authority

The most striking characteristic of the "subordinate” roleis that
it establishes an area of acceptance ™ in behavior within which the
subordinate is willing to accept the decisions made for him by his
superior. His choice is then determined, always within the area of
acceptance, by his superior, and the relation of superior-subordinate
holds only within this area. Acceptance may be due to any of the
influences discussed in the previous section, and may take place
when the subordinate does not care which alternative is selected, or
12 This concept is adopted from Barnard (op. cit., pp. 168-169), who, however,

does not develop to any great extent the positive significance of what he calls tho
"zone of indifference.”
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when the sanctions are sufficiently strong to induce him to carry out
an undesired alternative.

The magnitude of the area is influenced by a large nhumber of
circumstances. A voluntary organization with poorly defined ob-
jectives has perhaps the narrowest range of acceptance™ An army,
where the sanctions as well as the customs are of extreme severity,
has the broadest area of acceptance.”

Restraint of the superior is as important as obedience of the sub-
ordinate in maintaining the relationship. Modern writers on ad-
ministration have emphasized the need for restraint by recommend-
ing the use when possible of other means of influence, leading to
conviction, rather than authority, leading often to nothing more
than acquiescence.

The corresponding limitations of political authority have been
discussed by Professor Charles E. Merriam.A" Theoreticians of
history have often questioned the extent to which "leaders" really
lead. How broad is the area of indifference within which a group
will continue to follow its leadership? In a very real sense, the
leader, or the superior, is merely a bus driver whose passengers will
leave him unless he takes them in the direction they wish to go. They
leave him only minor discretion as to the road to be followed.

THE USES OF AUTHORITY

Authority has been described as a relation that secures xoordi-
nated behavior in a group by subordinating the decisions of the
individual to the communicated decisions of others. Thus, the exer-
cise of authority in a group makes possible a large degree of separa-
tion of the decision-making processes from actual performance, or
what might be called vertical "specialization" in decision-making.

Just as a steersman may permit his moment-to-moment decisions
to be controlled by a course laid out beforehand on the map, so a
member of an organization submits his behavior to the control of
is/6tif., p. iss.

1* Military literature shows a clear recognition of the importance of the area of
acceptance as a fundamental element in tactics. Cf. Col. J. F. C. Fuller's graphic

description of the psychology of battle {op. cit., pp. 140-141).
15 See the chapter "The Poverty of Power" in his Poltiical Power (pp. 156-183).
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& e decision-making portion of the organization. In the first case,
the coordination takes place in the behavior of a single individual
over a period of time. In the second case, the coordination takes
place in the behavior of a number of individuals, over a short or
W period of time. The principle involved in both casesis the same:
2ie subordination of specific to general decisions.

Vertical specialization, or specialization in decision-making, is
possible, of course, without the use of authority. A unit may be
wiven a purely advisory or "staff" status in an organization, and
yet, through its recommendations, actually make decisions that are
accepted elsewhere in the organization. However, in so far as the
recommendations of a staff agency are accepted without reexamina-
tion on their merits, the agency is really exercising authority, as we
[lave defined that term; and it would be difficult to cite examples
from organization where an effective specialization of the decision-
making process exists without the exercise of at least some author-
ity to maintain it.

The wide employment of authority as atool for coordination of
group activity reflects the important uses to which this tool may be
put. Three functions of authority deserve special notice:

(r) It enforces responsibility of the individual to those who
wield the authority;

(2) It secures expertise in the making of decisions;

(3) It permits coordination of activity.

Responsibility

Writers on the political and legal aspects of authority have em-
phasized that its function is to enforce the conformity of the in-
dividual to norms laid down by the group, or by its authority-wield-
ing members”® The enactments of a legislature, for instance, are
accepted as authoritative not only by the administrative hierarchy
employed by the state, but by all the persons subject to its jurisdic-
tion. When disobedience occurs, an elaborate set of sanctions may
be invoked and applied against the recalcitrant member. The central
18 Charles E. Merriam, Political Power, p. 16, and History of the Theory of
Sovereignty Since Rousseau (New York: Columbia University Press, 1900);

C. J Friedrich, Responsible Bureaucracy (Cambridge: Harvard University Press,
1932), pp. 20-24.
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core of many of the most important social institutions consists of a
system of authority, and a set of sanctions for enforcing it. The
state itself is the primary example, but the law of property, the
church, and even the family also fall in this category.™

This aspect of authority is of considerable importance for our
own discussion. The notion of an administrative hierarchy in a
democratic state would be unthinkable without the corresponding
notion of a mechanism whereby that hierarchy is held to account.™
The question of responsibility must be a central issue in any dis-
cussion of the relation between administrative and legislative bodies,
or in any analysis of administrative law.

When authority is employed to enforce responsibility, sanctions
will probably play an important part in the process; and this ac-
counts for the attention which is usually given to the subject of
sanctions in discussions of authority. Even in this connection, the
importance of sanctions should not be overemphasized, however.
The person who accepts the authority of a legislature, a property
holder, or a father within a particular institutional setting, is prob-
ably motivated much more by socialy indoctrinated ethical notions
than by the fear of sanctions. That is, the individual in a particular
society believes that he ought to obey the laws adopted by the con-
stituted authorities and that he ought to recognize property rights.
To explain away the whole system of authority and responsibility
in terms of sanctions is to oversimplify the situation.

Expertise
An extremely important function of authority is to secure de-

cisions of a high quality of rationality and effectiveness. It has long

IT For an interpretation of "property" in terms of power and decision, see John
R. Commons, Ingtitutional Economics (New York: Macmillan Co., 1934), pp.
397-401; Morris R. Cohen, Law and the Social Order (New York: Harcourt,
Brace & Co., 1933), pp. 44-45; and Albert Kocourek, Jural Relations (Indianapo-
lis: Bobbs-Merrill Co., 1927), pp. 305-334-

A8 For variant notions as to the form this responsibility should take, see John
M. Gaus, "The Responsibility of Public Administration,” in The Frontiers of
Public Administration, ed. Gaus, White, and Dimock (Chicago: University of
Chicago Press, 1936), pp. 26-44; C J. Friedrich, Responsible Bureaucracy; C. J.
Friedrich, "Public Policy and the Nature of Administrative Responsibility," in
Public Policy, 170 (Cambridge: Harvard University Press, 1940), pp. 3-24:
Herman Finer, "Administrative Responsibility in Democratic Government,"
Public Administration Review, 1:335-350 (Summer, 1941).
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been recognized that specialization is of fundamental importance
to administrative efficiency, and it is hardly necessary to repeat
iiere the stock examples which show how speciaization may in-
n"ease productivity.- These advantages of specialization are quite
as important when the specialization concerns the process of "de-
eding" as when it concerns the processes of "doing."

The city manager of a small community is a jack-of-all-trades:
be must have the skills of an engineer, accountant, executive, fore-
man, bill collector, and mechanic. He is aso an intellectual jack-of-
al-trades: he must, by himself, make ailmost all the decisions that
guide his activities and those of his few subordinates during the
working day; he must decide when to repair a street, or build a
sewer; he must anticipate his equipment and personnel needs, pur-
chase the equipment, and hire employees; he must decide what po-
licing is needed, and what health services.

The administrator of alarge city's governmental organization is
in a very different situation. If his staff is large enough, he may
hire an engineer to direct public-works activities, and to make the
technical decisions in that area. He may have one or more per-
sonnel specialists and a purchasing agent. Foremen will exercise
actual supervision over working crews. Every decision for the city's
operation will receive relatively specialized and expert considera-
tion.

To gain the advantages of specialized skill in a large organiza-
tion, the work of the organization is subdivided, so far as possible,
in such a way that all processes requiring a particular skill can be
performed by persons possessing that skill. Likewise, to gain the
advantages of expertise in decision-making, the responsibility for
decisions is allocated, so far as possible, in such a way that deci-
sions requiring particular knowledge or skill will rest with individ-
uals possessing that knowledge or skill. This involves a subdivision
of the decisions governing the organization into numerous com-
ponent decisions, and a restriction of the activities of each member
of the organization to a very few of these components.

A fundamental device for securing expertise in organization de-
isL. Gulick, "Notes on the Theory of Organization,"” in Gulick and Urwicki
op. cit., pp. 3-4-
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cisions is to locate the expert in a strategic position in the formal
hierarchy of authority—that is, in a position where his decisions
will be accepted as decisional premises by the other organizational
members. This is a major advantage of organization by "process."
When al activities to which engineering decisions are relevant are
organized in a single department, then it is easy to allocate the
function of decision in such a way as to secure the necessary techni-
cal competence™

So long as the communication of decisions is restricted to the
formal hierarchy of authority, however, it is not possible to secure
the several kinds of technical assistance that are often needed for
a single decision. A small school department, for instance, may
lack the technical medical facilities for making decisions with re-
gard to its school health services, or the engineering advice needed
in the maintenance of the school plant.

To secure al the advantages, therefore, of expertise in decision-
making, it is necessary to go beyond the formal structure of author-
ity. The "authority of ideas" must gain an importance in the organ-
ization coordinate with the "authority of sanctions.”

The emphasis in this discussion has thus far been on the techni-
cal knowledge needed for decisions. Expertise may apply to other
types of information as well. Modern police departments in large
cities, have central dispatching rooms which receive information,
by telephone or otherwise, of incidents requiring police attention,
and which assign policemen by radio, to investigate these incidents.
The importance which the dispatching rooms have for the process
of decision (in this case the assignment of policemen) lies in their
strategic location with respect to relevant incoming informatioa
Again, the formal structure of authority may play only a small part
in this process, and may actually, except in cases of disagreement,
be disregarded by the lines of communication.

In the organizational hierarchy, the superior ordinarily enjoys,
by virtue of his position, the same advantage of information over
his subordinate. The extent to which this advantage is real, and
the extent to which it is mythical, may depend in large part upon

0O Cf. Frederick W. Taylor, The Principles of Scientific Management (New
York: Harper & Bros.,, 1911), pp. 99-"13.
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the design of the lines of communication in the organization. The
superior who possesses such advantages of information will have
much less occasion to invoke the formal sanctions of authority than
the superior whose subordinates are in a better situation than he,
from the standpoint of information, to make the decision.

Coordination

The third function of authority, to secure coordination, was dis-
cussed at some length in the earlier sections of this chapter. Co-
ordination should be clearly distinguished from expertise. Expertise
involves the adoption of a good decision. Coordination is aimed »
the adoption by al the members of the group of the same decision,
or more precisely of mutually consistent decisions in combinatitm
attaining the established goal.

Suppose ten persons decide to cooperate in building a boat. If
each has his own plan, and they don't bother to communicate their
plans, it is doubtful that the resulting craft will be very seawor&y.
They would probably have better success if they adopted even a
y&ry mediocre design, and then all followed this same design.

In the first portion of the Waterloo campaign, Napoleon's arriif
was divided in two parts. The right wing, commanded by the Em-
peror himself, faced Bliicher at Ligny; the left wing, under M arsb”
Ney, faced Wellington at Quatre Bras. Both Ney and the Empercs"
prepared to attack, and both had prepared excellent plans for thdr
respective operations. Unfortunately, both plans contemplated the
use of Erion's corps to deliver the final blow on the fiank of the
enemy. Because they failed to communicate these plans, and because
orders were unclear on the day of the battle, Erion's corps spent
the day marching back and forth between the two fields without
engaging in the action on either. Somewhat less brilliant tactical
plans, coordinated, would have had greater success.

By the exercise of authority, it is possible to centralize the func-
tion of deciding, so that ageneral plan of operationswill govern 111-
activities of all members of the organization. Again, this procedure
is analogous to the process whereby an individual plans his ov a
activities over an extended period of time.

Coordination may be exercised in both a procedural and : « *-
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stantive sense. By procedural coordination is meant the specifica
tion of the organization itself-—that is, the generalized description
of the behaviors and relationships of the members of the organiza-
tion. Procedural coordination establishes the lines of authority, and
outlines the sphere of activity and authority of each member of
the organization.

Substantive coordination is concerned with the content of the
organization's activities. In an automobile factory, an organization
chart is an aspect of procedural coordination, while blueprints for
the engine block of the car being manufactured are an aspect of
substantive coordination.

UNITY OF COMMAND

In Chapter |11 some remarks were made on the inadequacy of the
doctrine of unity of command, as that doctrine is usually stated.
It was pointed out there that, in atrivial sense, unity of command
is always achieved, for if a subordinate is instructed to base a de-
cision on two conflicting premises he will obviously be able to ac-
cept only one of them, and has to disregard the other. Hence, when
unity of command is urged, this cannot be al that is meant.

As was also explained in Chapter |1, unity of command is usually
taken to mean that any one individual in an administrative organi-
zation will accept the authority of only one other person in the
organization. The validity of this principle as a part of sound or®
ganization procedure was criticized on the ground that it does not
give any reason why an individual cannot accept certain decisional
premises from one superior and other non-conflicting premises
from another. He may, for example, accept the authority of a
"line" superior in determining the program of his unit, while he
accepts the authority of the accounting department as to what
financia records he shall keep. Or, to use the example of Taylor's
"functional foremanship,” he may accept the instructions of one
foreman as to the speed of his lathe, and those of another foreman
as to its proper maintenance.

Perhaps the purpose that is to be served by establishing unity of
command will be better understood if the results which such unity
is supposed to bring about are examined. It is certainly undesirable
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for the organization that the subordinate who receives conflicting
commands relating to the sa-me decisional premise should be either
punished for not carrying out both commands, or placed in a posi-
tion where he may carry out either command that he prefers. In the
first case the subordinate will be demoralized by the impossible
situation in which he is placed; in the second case he will retain his
original discretion, hence will not be subject to any real authority.
Moreover the superior, unless he can hold the subordinate re-
sponsible for carrying out instructions, cannot himself be held
responsible for results. There is no question that these difficulties
are real and fundamental; the only issue is whether unity of com-
mand is the sole or best solution.

On the contrary, there would seem to be at least four methods
in common use for preventing or resolving conflicts in authority:

1. Unity of command in the traditional sense—each individual
receives orders from one and only one superior.

2. Unity of command in the narrower sense defined in Chapter 11
—an individual may receive orders from several superiors, but in
case of a conflict there is one and only one whom he is supposed to
obey.

3. Division of authority—each unit in the organization is as-
signed some specific area over which it has exclusive authority,
and the decisional premises of any individual that fall within this
area are subject to that authority.

4. A system of rank—an individual is subject to the authority
of all other individuals of a certain rank. If he receives conflicting
orders, he follows the last one received, but is bound to bring the
conflict to the attention of the person issuing the order. Authority
relations between commissioned officers and men in the Army and
Navy follow this general procedure.

These procedures, particularly the second, third, and fourth, are
not necessarily mutually exclusive, and may be used in combination
in a single organization.

The Hierarchy of Authority

The arrangement of the organization members in a hierarchy or
pyramid of command affords the basis for either the first or the
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second method of avoiding conflicts in authority. Consistent
adherence to such an arrangement either prevents the issuance of
conflicting commands to a subordinate by different supervisors,
or, if two individuals on the same level of the pyramid happen to
work at cross purposes, automatically, terminates the conflict be-
tween them by submitting it to the decision of a common superior
in the hierarchy. The administrative hierarchy, therefore, provides
a determinate procedure that decides who is to decide.

In actual practice, the hierarchy of authority usually represents
a compromise between the two theories of unity of command listed
above; that is, the lines of authority in the hierarchy provide the
normal (but almost never the exclusive) channels for the trans-
mission of commands and orders, and when overlapping of orders
does occur the hierarchy is referred to in resolving the conflict.

Division of Authority

The hierarchy of authority might be described as a division of
authority according to persons—each individual is assigned author-
ity (exclusive authority, if the first theory is followed) over a
gpecified group of subordinates. It is equally possible to divide
authority according to subject matter—each individual is assigned
authority over some specified aspect of the organization's work.
In the literature this is often termed a "functional” allocation of
authority.

Authority over subject matter is alocated by the issuance of
authoritative communications—instructions, duties manuals, and
the like—delineating the area within which each member of the
group is to confine his activities, and within which the decisions
of each member are to have an authoritative character in the group.
Instead of deciding, in each particular case of conflict, what de-
cisions are to be obeyed and what decisions are not, a general rule
is laid down beforehand, granting each member of the group a
certain sphere of decision within which he is to have authority.

If the work of members of the group were carried on in mutual
isolation, there would be no need of a division of authority, beyond
the establishment of the hierarchy. Normally, however, the manner
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in which each member of the group performs his work closely af-
fects the work of each other member. The slowdown of one man
on the assembly line may disrupt the entire line. The delay of a
purchasing agent may affect a construction gang. A backlog on a
reviewing officer's desk may hold up correspondence.

Even where there is a hierarchy of authority, then, it is usually
necessary to divide the organization also along functional, or
subject-matter, lines. There are two criteria for measuring the
success of an allocation of authority: (i) the extent to which it
aids or hinders the work of the group, and (2) the extent to which
it minimizes jurisdictional disputes. The two criteria do not neces-
sarily coincide. For instance, a division of authority in an auto-
mobile plant on the basis of the place of residence of the buyer of
each car would probably be univocal, but would hardly facilitate
the process of manufacture. To be successful, the division of
authority must be adapted to the division of work—"that is, to the
technology of the work process.

Even under the best conditions, cases will occur where jurisdic-
tion is doubtful. This is especialy probable where two portions of
the organization are organized on diverse principles: line and
auxiliary, functional and geographical. In such cases, the need reap-
pears for an appellate process to settle the dispute. The hierarchy
of authority may be used for this purpose, or specia appellate
agencies may be used.

Where a formal division of authority on a subject-matter basis
exists, however, a dispute is settled on a somewhat different basis
from that in a simple hierarchy, where it is referred to a common
superior—even though the process may be the same. When there
is no division of authority, each separate dispute is submitted to
the superior and is decided by him on its merits. Where there is
a division of authority, the issue to be decided is not the specific
question in dispute so much as the question of jurisdiction.

In the latter process, which we may cal "adjudication,” the
superior must concern himself not so much with the content of
the decision or its expediency, as with its "legality"—that is, the
competence of the decider, in terms of the formal organizationai
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Structure. Without this division of authority, the superior would
be concerned principally with the merits of the specific case.

For example, there may be a disagreement between a purchasing
agent and a line officer as to the specifications for stationery. The
line officer may wish one brand and quality, the purchasing agent
may insist on delivering another to him. If this were merely a ques-
tion of a hierarchy of authority, the common superior to these
two men would be faced with the question of which type of paper
was more desirable for the contemplated use.

In an organization with formal allocations of authority, the
guestion would not be submitted to the superior in this form. In-
stead, each subordinate would claim that decisions specifying the
quality of paper lay within his sphere of authority. Instead of de-
ciding which paper was best, the superior would be forced to decide
which officer should decide which paper was best. Instead of a ques-
tion of technology, he would be faced with a question of admims-
tration.

In practice, of course, the issue is seldom decided on such a clear-
cut basis. The administrative superior will generally inquire both
into questions of authority and into the merits of the case. Con-
siderations of expediency influence him more when jurisdictional
lines are vague than when the allocation of authority is clear. On
the other hand, in order to maintain the lines of authority and the
division of work in his organization, he must often support a par-
ticular decision because it lay within the sphere of authority of the
decider rather than because it was the correct decision.

Even with these qualifications the illustration just given is a
grave oversimplification of the actual problem, for It gives con-
sideration only to the maintenance of the authority relation. In
practice, when a conflict of authority is appealed to an adminis-
trator he must take into consideration (i) the effect his decision
will have on the lines of authority, (2) the effect it will have upon
organization policy, and (3) the information the conflict gives him
with respect to the soundness and competence of his subordinates.
The first point has already been discussed.

With respect to the second point, it is probably true that the ad-
ministrator will be Inclined to look into the merits of the dispute
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rather than to decide it on jurisdictional grounds, if it is an im-
portant question of organizational policy. As amatter of fact, juns-
dictlonal disputes are an important means of bringing to the top
administrator significant issues of policy, and of preventing these
from being decided at lower levels without his knowledge. Similarly
(this bears on the third point), they are a means of informing him
about the characteristics and viewpoints of his subordinates. Par-
ticularly when policy in the organization is In its formative stages,
there may be important advantages, therefore, to the top adminis-
trator in a somewhat indefinite allocation of authority that would
permit such disputes to arise. Certainly the technique of "playing
one against the other" is used by top administrators so often that
it cannot be casually dismissed as poor administration.

If the administrator uses this technique of maintaining con-
trol over the decisions of his subordinates, he is faced with the
very delicate tasks of preventing organizational and jurisdictional
lines from dissolving completely, and of preventing the differences
among subordinates which he adjudicates from degenerating into
personal quarrels or feuds among subunits of the organization for
power and influence. Regardless of these dangers, to avoid the
use of such methods may lead to virtual abdication.

Rank

Rank, as a basis for authority relations, is always employed in
connection with a hierarchy of authority. In military organizations,
and some others, it is absolutely necessary to provide a continuity
of authority, and a certainty in authority relations at al times. This
is accomplished by the system of rank. When emergency, death,
or absence of an officer temporarily disrupts the normal organi-
zational pattern, rank is used to reestablish a system of authority,

This device, too, creates administrative complexities. An enlisted
man, on a mission for one office, may be given conflicting instmo-
tlons by another officer. The only safeguard here Is the restraint
of each officer, and his knowledge that he will be held toaxi ac-
counting for a disruption of the administrative ovgamzB-Hon
through the abuse of his authority.
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The Application of Sanctions

It may be well to repeat at this point that authority, as the term
is used in tiiis volume, refers to the acceptance by the subordinate
of the decisions of the superior and not the power of the superior
to apply sanctions in case of noncompUance. In most present-day
organizations an employee's immediate superior does not possess
the unregulated power of hiring and firing, although, regardless
of whether there is a formal service rating scheme, that superior's
estimate of him will probably be a major factor in determining his
chances of promotions, pay increases, and the like.

As the power of the immediate superior to impose sanctions is
circumscribed, he must rely more and more on other more positive
incentives to enforce his authority. On the other hand those who
have the power to apply sanctions will, by their use of this power,
either reinforce or weaken the lines of authority that have been
established. Inability to discipline, either directly or by appeal to
his superiors, a subordinate who is disloyal will rapidly destroy
the authority of any individual in the administrative hierarchy.

Hence, when the power to discipline rests with the immediate
superior, the system of authority in the organization will generally
take on and retain rather definite hierarchical structure. Each indi-
vidual will know who the "boss" is. It may be conjectured that
tinder these conditions those individuals who, according to the plan
of organization, exercise zoned "functional" authority without dis-
ciplinary powers will take on more nearly an advisory than an
authoritative role.

It will be noticed that, regardless of whether the power to apply
sanctions is distributed throughout the administrative hierarchy
or is concentrated in the higher levels of that hierarchy, "unity of
command” will generally be observed to the extent that a given
individual will not be subjected to sanctions from two independent
sources. This is a distinct, and narrower, concept of unity of com-
mand than the two stated previously, for it refers not to the right
to issue orders, but to the power to impose sanctions for noncom-
pliance with orders.
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Concluding Comments

This volume is primarily awork of description rather than pre-
A 1iption. No attempt will be made to state definite principles as
> the proper use of these several devices for the allocation of
luttiority, but some tentative comments may be offered. Virtually
1Y) organization attempts to get along without some sort of
iiitrarchy of authority. Some organizations operate on the theory
til it this hierarchy defines the sole channels of authority, others on
tile theory that the hierarchy is to be reverted to only in case of
Liiifiicts of authority. Whatever the theory, the practice almost

hvays represents some compromise between these two.

In almost all organizations, authority is also zoned by subject
m tter; and the subject-matter allocation will sometimes conflict
\MIb the hierarchical allocation. In these cases the hierarchy is

4 d as a mechanism for resolving jurisdictional disputes. These
ill putes afford the top administrator an important source of in-
i<ii tnation as to what is going on at lower levels, and he will not
IM. inclined to try to eliminate them entirely, even if he could, by
.1 v\atertight allocation of authority. The distribution of the power
to ipply sanctions, and the use of this power, will have a consider-
ab!: influence on the sharpness of the lines of authority and on the
nlitive importance of hierarchical and subject-matter authority.

In some organizations the hierarchy and the zoning of authority
wi." need to be supplemented by a system of rank to prevent breaks
ni the continuity of command.

FORMAL AND INFORMAL ORGANIZATION

The manner in which authority is used to maintain coordination
in organization has already been discussed. Procedural coordina-
ti M—the specification of the lines of authority, and the spheres
ol ictivity and authority of each organization member—creates a
fat mal organisation, a set of abstract, more or less permanent re-
j iidons that govern the behavior of each participant. It will be
ndiiced that authority enters into the formal organization in two
dtjvs: first, the authority of those individuals who exercise control
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over the group is employed to establish and enforce the scheme of
formal organization; second, the scheme of formal organization
itself prescribes the Hnes of authority and division of work that
shall be followed in carrying out the work of the organization.

To illustrate, Acts of Congress may set up a Department of
Agriculture, specify the general departmental organization, and
the responsibilities of the agency. The Secretary of Agriculture,
deriving authority from this formal organization plan, may then
himself create a formal structure imthin the department, dividing
work, and further delegating his authority.

In addition to allocating zones of activity and establishing
authority relationships, the scheme of formal organization may
also establish procedures, and lines of communication. The body
of regulations will establish who may employ or fire whom; who
will give orders to whom; who is responsible for particular jobs;
whose signature a particular type of decision must have; and so
forth. For the most part, these relationships can be described rather
abstractly, without reference to the particular content of the or-
ganization's work.

This formal scheme of organization will always differ from the
organization as it actually operates in several important respects.
First, there will be many omissions in it—the actual organization
will exhibit many interpersonal relationships that are nowhere
specified in the formal scheme. The vice president in charge of sales
frequently plays golf with the comptroller, and on these occasions
they discuss business problems. Second, the interpersonal relations
in the organization as it operates may be in actual contradiction to
the specifications. The operator of a lathe may refuse to accept his
foreman's instructions as to the speed at which he should operate
his machine on a particular job. The organization scheme may
provide that Department A will be informed of certain decisions
made in Department B, but this is not done.

The term "informal organization" refers to interpersonal rela-
tions in the organization that affect decisions within it but either
are omitted from the formal scheme or are not consistent with that
scheme. It would probably be fair to say that no formal organiza-
tion will operate effectively without an accompanying informal
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organization. Every new organization must have its initial "shake-
down cruise" before it will run smoothly; and each new organiza”
tion member must establish informal relations with his colleagues
before he becomes a significant part of the working organization.

Even if it were desirable, the formal structure could not be
specified in such detail asto obviate the need for an informal sup-
plement. On the other'hand, the formal structure performs no func-
tion unless it actually sets Hmits to the informal relations that are
permitted to develop within it. In particular, itis an important func-
tion of the formal organization to prevent the development of or-
ganization politics—struggle for influence and authority—"to a
point that would be deleterious to the functioning of the organiza-
tion; and a further function to detect and eliminate unnecessary
duplication and overlapping in the work of the parts of the organi-
zation. Perhaps a more positive function of the formal, in relation
to the informal, structure is to encourage the development of the
latter along constructive lines. That is, a proper alocation of duties
and the maintenance of adequate channels of communication may
both reUeve the need for the growth of informal channels, and
encourage cross-fertilization and attitudes of cooperation within
the informal structure.

PSYCHOLOGY AND THE THEORY OF AUTHORITY

It is important to note that propositions about human behavior,
in so far as it is rational, do not ordinarily involve propositions
about the psychology of the person who is behaving. Let us explain
this rather paradoxical statement. In a given situation, and with a
given system of values, there is only one course of action which an
individual can rationally pursue. It is that course which under the
given circumstances maximizes the attainment of value. Hence,
psychological propositions, other than descriptions of an indi-
vidual's value system,'are needed only to explain why his behavior,
in any given instance, departs from the norm of rationality.

Likewise, propositions about the behavior of members c cr
organization, in so far as that behavior is governed by the sy™ »
of authority in the organisation, do not ordinarily involve pro, <-
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tions about the psychology of the person who is behaving. That is,
in so far as a person is obedient to the decisions of another, his
psychology has nothing to do with his behavior. Hence, psycho-
logical propositions are important for determining the area within
which authority will be respected, but have no significance for de-
termining what behavior will be within this area.

It should be added, of course, that in many cases it is very dif-
ficult for the superior to control the interpretation and application
that is given his orders by the subordinate, and in so far as this
istruethe attitudes of the latter are of very considerable importance.
Apart from actual insubordination, an order may be carried out
intelligently or unintelligently, promptly or slowly, enthusiastically
or grudgingly. The statement of the previous paragraph might be
more cautiously restated: Psychological propositions are important
for determining the area within which authority will be respected,
and the degree to which the intent of the order-giver will actually
be carried out; but in so far as the authority is actually accepted
they have no significance, for determining what the subordinate's
behaviors will be.

For illustration let us consider the literature on military psy-
chology. This literature is concerned with one central problem—
how to enlarge the area within which the soldier, when faced with
the dangers of battle and the hardships of campaign life, will obey
his superiors ™

If the obedience of soldiers were perfect, then military opera-
tions would be limited only by the soldiers' physiological endurance
—their marching endurance, and their vulnerability to the effects
of bullets. A unit could fail in an attack only through the physical
extermination of its members by the enemy, and the only data
needed in planning operations would be statistical information on
the effects of fire under different conditions.™M

Actually, however, before a unit is exterminated, it will usually
reach a point where its members will refuse obedience. They will
21Co!. J. F. C. Fuller, op. cit., pp. 140-141; Ardant du Picq, Etudes sur le com-
bat (Paris: Hachette et Cie, 1880), pp. 7-*, and passim,

22 In the recent war this was evidently nearly true of Japanese soldiers. If so, the
limits of authority here were physiological rather tiian psychological.
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refuse to advance when ordered to do so, or they will surrender to
the enemy. The rea limiting factors, then, in an attack, are the
psychological factors which determine when the soldiers will re-
fuse further obedience to commands. To be sure, behind disobedi-
ence or surrender will He the fear of extermination, but the actual
amount of destruction necessary before morale fails varies within
wide limits under different circumstances.\

Psychology, then, enters into administration as a condition, just
as physiological, physical, or other environmental factors may enter
in. It is part of the technology of administration, rather than
apart of the administrative theory itself.

SUMMARY

In this chapter the behavior of the organized group was explored
with a view to isolating some of its salient characteristics. An in-
dividual acts as a member of a group when he applies the same
general scale of values to his choices as do other members of the
group, and when his expectations of the behavior of other members
influence his own decisions.

In al but the simplest varieties of group behavior, definite pro-
cedures are adopted for securing coordination. A procedure is
coordinative when it adapts the behavior of each individual to a
plan for the group. In al cases, coordination requires communica-
tion of at least certain critical elements in the group situation to
the members of the group.

When coordination goes farther than mere communication, when
it deliberately influences the behavior of group members in desired
directions, it ordinarily involves some measure of authority.
Authority is exercised over an individual whenever that individual,
relaxing his own critical faculties, permits the communicated de-
cision of another person to guide his own choice.

Authority is only one of a number of forms of influence. Its
distinguishing characteristic is that it does not seek to convince the
subordinate, but only to obtain his acquiescence. In actual exercise,

23 Col. Gen. von Balck, Tactics, trans. Walter Krueger (Fort Leavenworth,
Kans.: U.S. Cavalry Association, 1911)1 PP- 185-200.
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of course, authority is usuadly liberally admixed with suggestion
and persuasion. An important function of authority is to permit a
decison to be made and carried out, even when agreement cannot
be reached. Perhaps this arbitrary aspect of authority has been
overemphasized, however, in discussons of the concept. In any
case, the arbitrary eement in authority is limited to the "area of
acceptance” of the subordinate.

The magnitude of the area of acceptance depends upon the sanc-
tions which authority has available to enforce its commands. At
least as important as the negative sanctions—physica and economic
force—are community of purpose, sociad acceptance, and person-
ality,

In administration the avoidance of contradictory authority-rela-
tions is sometimes an important problem. The problem is met by
establishing a determinate hierarchy of authority, and by zoning
authority along functional or other lines. It is sdldom possible, how-
ever, to diminate twilight zones within which conflicts of authority
may occur. It is an important administrative task to maintain the
organization structure by adjudicating "boundary disputes’ with
respect to authority.

Coordination is only one of the three functions which authority
performs in administrative organization. Authority is dso an im-
portant factor in the enforcement of responsbility, and in the
Specidization of decision-making.

The problem of responsibility, which has aready been discussed
at length in Chapter |11, arises whenever it is desirable or neces-
sary to enforce the adherence of the individua to the group plan.
Sanctions play a more important part in the responsibility-enforc-
ing function of authority than in its other uses.

The advantages which are obtained from the divison and
specidization of work may aso be clamed for the divison and
specidization of the decison-making function. Authority, by per-
mitting the decison reached by one member in an organization to
influence the behavior of other members, makes possible the specia-
ization of decison-making,

A formal organization is a plan for the divison of work and
the allocation of authority. The organization plan gives to each
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member of the group his status and role in relation to the other
members, but it specifies the content of his work and his decisiona
function only in very genera terms. It is to the substantive aspects
of decison—the criteria of choice rather than the procedure of

choice—that we must turn next.



Chapter  Fill

COMMUNICATION

THE ROLE of communication in the influencing of decisions has
been mentioned many times in the preceding pages and particularly
in the last chapter. It is time now to examine more systematically
this important aspect of the decisional process.

The first topic to be taken up will be the nature and functions of
communication systems. This will be followed by a discussion of
formal and informal channels of communication. A third section
of the chapter will be devoted to those elements in an administra-
tive organization which are specialized for the function of com-
munication ; while the final section will discuss the role of training
in communication.

NATURE AND FUNCTIONS OF COMMUNICATION

Communication may be formally defined as any process whereby
decisional premises are transmitted from one member of an organi-
zation to another. It is obvious that without communication there
can be no organization, for there is no possibility then of the group
influencing the behavior of the individual. Not only is communi-
cation absolutely essential to organization, but the availability of
particular techniques of communication will in large part determine
the way in which decision-making functions can and should be
distributed throughout the organization. The possibility of permit-
ting a particular individual to make a particular decision will often
hinge on whether there can be transmitted to him the information
he will need to make a wise decision, and whether he, in turn, will
be able to transmit his decision to other members of the organiza-
tion whose behavior it is supposed to influence.

Communication in organizations is a two-way process: it com'
154
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prehends both the transmittal to a decisional center (i.e. an indi-
vidual vested with the responsibility for making particular
decisions) of orders, information, and advice; and the transmittal
of the decisions reached from this center to other parts of the or-
ganization. Moreover, it isaprocessthat takes place upward, down-
ward, and laterally throughout the organization. The information
and orders that flow downward through the formal channels of
authority and the information that flows upward through these
same channels are only a small part of the total network of com-
munications in any actual organization.”

The information and knowledge that has a bearing on decisions
arises at various points in the organization. Sometimes the organi-
zation has its own "sensory organs'—the intelligence unit of a
military organization, or the market analysis section~of a business
firm. Sometimes individuals are recruited and installed in positions
for the knowledge they are presumed already to possess—a legal
division. Sometimes the knowledge develops on the job itself—
the lathe operator isthe first one to know when his machine breaks
down. Sometimes the knowledge is knowledge of other decisions
that have been made—"the executive turns down one request for
expenditure of funds because he knows that he has already com-
mitted these funds to another use.

In all these cases particular individuals in the organization are
possessed of information that is relevant to particular decisions
that have to be made. An apparently simple way to allocate the func-
tion of decision-making would be to assign to each member of the
organization those decisions for which he possesses the relevant
information. The basic difficulty in this is that not al the informa-
tion relevant to a particular decision is possessed by a single indi-
vidual. If the decision is then dismembered into its component
premises and these allocated to separate individuals, a communica-
tion process must be set up for transmitting these components from
the separate centers to some point where they can be combined and
transmitted, in turn, to those members in the organization who will
have to carry them out.

i Barnard's discussion of communications (oP. ciK PP- i75-i8l) suffers somewhat
from his identification of communication channels with channels of authority.
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Only in the case where the man who is to carry out a decision is
also the man best fitted to make that decision is there no problem of
communication—"and in this exceptional case there is of course no
reason for organization. In al other cases means must be devised
for transmitting information from its organizational sources to de-
cisiona centers, from centers where component decisions are made
to centers where these are combined, and from the latter to the
points in the organization where the decisions are to be carried out.

Military organization has developed especially elaborate pro-
cedures for accomplishing the gathering and transmittal of in-
formation. An important reason for this is that the information
on which military decisions—"particularly tactical decisions—de-
pend is of a rapidly changing nature, ascertainable only at the
moment of decision.

Military information is essential to the efficient preparation and exe-
cution of strategical and tactical plans. It constitutes avital element in
the commander's estimate of the situation and decision. Continuous re-
search of information by all available means throughout the course of
operations is necessary to the successful operations of al units . . .

Information collected by combat units in the fidd relates chiefly to
the enemy forces with which they are in contact . . .

The necessary orientation is given to the research of information by
the issuance of instructions to subordinate units indicating the points
of greatest Importance to the execution of the commander's plan of
operations and to the security of the command. . . .

Each unit commander, in his own zone of operation, directs the re-
search of information in accordance with instructions received, and in
addition independently carries out such researches as are dictated by
his specid situation or required for the execution of the operation in
which he is engaged.

The evauation, collation, and analysis of military information is the
duty of the intelligence division of the general daff of large units and of
the intelligence agencies of brigades, regiments, and battalions . . .

Analysis of the information recelved leads to a more or less complete
reconstruction of the enemy's situation and activities and frequently
furnishes the best indication of his intentions.®

2 U.S Arny Field Service Regulations, 1923, pp. 25-26.
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The difficulties of transmission from sources of information to
decision centers tend to draw the latter toward the former, while
the difficulties of transmission from decision centers to points of
action create a pull in the opposite direction. The task of properly
locating decision centers is one of balancing these opposing pulls.

The pulls that tend to bring about a centralization of the decision-
making functions and a consequent separation of decision from
action have already been discussed from a slightly different view-
point in the previous chapter. These pulls are the need for responsi-
bility, expertise, and coordination. The two principal pulls in the
opposite direction-—that of decentralization—are, first, the fact
that a very large portion of the information that is relevant to de-
cisions originates at the operating level, and second, that the separa-
tion of decision from action increases the time and man-power costs
of making and transmitting decisions.

FORMAL AND INFORMAL COMMUNICATION

The formal system of communications in any organization—-
those channels and media of communication which have been con-
sciously and deliberately established—is soon supplemented by an
equally important informal network of communications based on
social relations within the organization. The relationship between
the formal and the informal system is best understood through an
examination of the media of communication.

Media of Formed Communication

The most obvious media of communication are the spoken word
and memoranda and letters addressed from one member of an or-
ganization to another. A number of specialized written media need
to be distinguished from the ordinary memorandum or letter. First,
there is "paper flow"'—"the movement of a document from one
point to another of an organization where it is successively
processed. Next there are records and formal reports. Finally,
there are manuals of organization practice and procedure.

Oral Communications. Only to a limited extent is any formal
system of oral communications ordinarily estabUshed in the scheme
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of organization. To a certain degree the system of formal authority
creates a presumption that oral communication will take place
primarily between individuals and their immediate superiors or
subordinates; but these are certainly never the exclusive channels
of communication.

To a certain degree, also, the formal organization may place
limits upon the ease with which upward communication takes place.
Individuals at higher levels of the organization may be relatively
inaccessible to all except their immediate subordinates. In military
organizations, formal rules are developed to govern this matter
of "accessibility"—"the private speaks to the captain by permission
of the sergeant—"but in other organizations, even when the execu-
tive maintains an officid "open door" policy, accessibility is regu-
lated by informal socia controls plus the device of a private
secretary. In this case accessibility is really governed by the in-
formal rather than the formal organization,

Physical propinquity may be a very real factor in determining
the frequency of oral communication, and hence, the layout of of-
fices is one of the important formal determinants of the communica-
tion system. Even the advent of the telephone has not very much
diminished the importance of this factor, since a telephone con-
versation is by no means equivalent to a face-to-face contact,

Memoranda and Letters. The flow of memoranda and letters
is more often subjected to formal control, particularly in large or-
ganizations, than is oral communication. In some organizations
it is actually required that all written communications follow the
lines of authority; but this is not common. Slightly more common
is the requirement that communications skip not more than one link
in the chain of authority. That is, if two individuals in different
divisions of the same department wish to communicate, the com-
munication must go to the first division head, from him to the
second division head, and thence to the second individual, by-pass-
ing the head of the department.

In most organizations, however, no such strict requirements are
imposed, except in the transmission of orders—a topic that has been
covered in the previous chapter. "Clearance" rules are quite fre-
quently established, however, that require copies of communica-
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tions to be sent up the regular channels when the communication
itself has cut across Hnes.

Paper-Flow. In certain cases—this is typical of organizations
handling financial matters, like insurance companies, accounting
departments, and Federal lending agencies—the organization's
work, or some part of it, centers around the processing of a piece
of paper. In a life insurance company, for example, applications
are received, examined, accepted or rejected, policies issued, policy-
holders hilled for premiums, premiums processed, and benefits paid.
Thefilerepresenting the individual policy is the foca center of the
organization's work. This file is moved from one point in the or-
ganization to another for various types of action—reviewing the
application, recording a change of beneficiary, approving payment
of benefits, and so on. As it moves it carries with it al the informa-
tion regarding that policy which is needed in taking the required
administrative action. The individual at that point to which it 1?
moved for a particular action presumably possesses the knowledge
of company regulations that must be applied to the policy informa-
tion in order to reach a decision as to its disposition. Thefilepermits
the combining of the information relating to the indivdual policy-
holder, which originates in the field, with the information relating
to the company's practices and obligations, which originates in the
central office. In this case the combining is accomplished by moving
the information obtained in the field into the central office for de-
cision through the flow of paper. In other situations this might be
done by transmitting the central office information to the field
through instructions, manuals, and the like.

Records and Reports. A vital part of the formal communications
system of almost every organization is the system of records and
reports. In the case of letters and memoranda, the individual
initiating the communication must reach the decision that there is
a need for transmission of certain information, and will decide
what is to be transmitted. The distinguishing characteristic of
records and reports is that they specify for the person who makes
them out on what occasions he is expected to make reports
(periodically or on the occurrence of a particular event or cir-
cumstance), and what information he is to include in them. This
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is highly important, for it largely relieves each organization mem-
ber of the important but difficult task of continually deciding what
part of the information he possesses should be passed on to other
organization members, and in what form.

Manuals. The function of manuals is to communicate those or-
ganization practices which are intended to have relatively perma-
nent application. In their absence, permanent policies will reside
only in the minds of permanent organization members, and will
soon cease to have any great influence upon practice. The prepara-
tion and revision of manuals serves to determine whether the or-
ganization members have a common understanding of the
organization structure and policies. An Important use of manuals,
either in connection with or apart from a period of vestibule train-
ing, is to acquaint new organization members with these policies.

An almost inevitable consequence of the preparation and use of
manuals is to increase the degree of centralization in decision-
making. In the interest of "completeness' and "uniformity" the
individuals preparing a manual almost always include in it matters
that have previously been left to individuals to decide, and embody
these matters in organization policy. Thisis by no means all sheer
gain, for "completeness' and "uniformity" unless required in the
interest of coordination, do not have any particular value for an
organization.

Informal CommiinicaHons

No matter how elaborate a system of formal communications is
set up in the organization, this system will always be supplemented
by informal channels. Through these informal channels will flow
information, advice, and even orders (the reader will recall that,
in terms of our definitions, an authority relation can exist even
though the superior is not vested with any sanctions). In time,
the actual system of relationships may come to differ widely from
those specified in the formal organization scheme.

The informal communications system is built around the social
relationships of the members of the organization. Friendship be-
tween two individuals creates frequent occasions for contact and
"shop talk." It may also create an authority relationship if one
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of the individuals comes to accept the leadership of the other. In
this way "natural leaders" secure arole in the organization that is
not always reflected in the organization chart.

The informal communication system takes on additional im-
portance when it is remembered that the behavior of individualsin
organizations is oriented not only toward the organization's goals
but also to a certain extent toward their personal goals, and that
these two sets of goals are not always mutually consistent. Henc”
when organization members deal with one another, each must at-
tempt to assess the extent to which the other's attitudes and actions
are conditioned by personal rather than organizational motives.
When a primary relationship has been established between them,
it becomes easier for each to make this assessment, and easier for
them to be frank in regard to their motives. Requests for coopera-
tion will less often meet with the reaction: "You run your depart-
ment, and | will run mine." (This problem of identification with,
or loyalty to, a particular segment of the organization will be dis-
cussed more fully in Chapter X below.)

Primary relationships can be unfriendly, of course, just as easily
as they can be friendly, although there is what might be called a
"presumption of friendliness" in most social relationships in our
society. It becomes a magjor task of the executives, then, to main-
tain attitudes of friendliness and cooperation in these direct
personal relationships so that the informal communication system
will contribute to the efficient operation of the organization rather
than hinder it,

The informal communications system is sometimes used by or-
ganization members to advance their personal aims. From dss
arises the phenomenon of cliques—groups that build up an informal
network of communications and use this as a means of securi”
power inthe organization. Rivalry among cliques, inturn, may lead
to general unfriendUness in social relationships and defeat &e
purpose of the informal communications system.

There has been little systematic analysis of the way in which »
formal organization structure encourages or hinders the fomm-
tion of cliques, or of the techniques that can be used by executiws' ;
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to deal vitith cliques and minimize their harmfulness. On the first
score, it may be conjectured that weakness of the formal system
of communications and failure to secure an adequate measure of
coordination through that system probably encourage the develop-
ment of cliques. The coordinating function that cliques perform
under such circumstances is closely analogous to the coordinating
function performed by political machines in a highly decentralized
governmental structure like the American system.

A great deal of the informal communication in any organization
is far less deliberate than the activities of cliques or even the con-
versations of executives who lunch together. In addition to these
there is the great mass of communication that goes under the head
of "gossip." In most organizations the "grapevine" probably plays,
on the whole, a constructive role. Its chief disadvantages are, first,
that it discourages frankness, since confidential remarks may be
spread about, second, that the information transmitted by the
grapevine is very often inaccurate. On the other hand, in addition
to transmitting information that no one has thought to transmit
formally, the grapevine is valuable as a barometer of "public
opinion" in the organization. If the administrator listens to it, it
apprises him of the topics that are subjects of interest to organi-
zation members, and their attitudes toward these topics. Even for
this latter purpose, of course, the grapevine needs to be supple-
mented by other channels of information.

Personal Motivation and Communication

We have just seen that personal motivation may have consid-
erable influence upon the growth of the informal communication
system. In particular, individuals may develop this system as a
means of increasing their own power and influence in the organi-
zation. There is another way in which personal motivation affects
communication—"both formal and informal. Information does not
automatically transmit itself from its point of origin to the rest
of the organization; the individual who first obtains it must trans-
mit it. In transmitting it, he will naturally be aware of the con-
sequences its transmission will have for him. When he knows that
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the boss is going to be "burned up" by the news, the news is very
likely to be suppressed.”

Hence, information tends to be transmitted upward in the or-
ganization only if (i) its transmission will not have unpleasant
consequences for the transmitter, or (2) the superior will hear of
it anyway from other channels, and it is better to tell him first, or
(3) it isinformation that the superior needs in his dealings with
his own superiors, and he will be displeased if he is caught without
it In addition, there is often failure to transmit information up-
ward simply because the subordinate cannot visualize accurately
what information his superior needs in order to make his decisions.

A major communications problem, then, of the higher levels of
the administrative hierarchy is that much of the information rele-
vant to the decisions at this level originates at lower levels, and may
not ever reach the higher levels unless the executive is extraor-
dinarily alert. As has already been pointed out, an important
function of a system of formal records and reports is to transfer
from the subordinate to the superior the responsibility for deciding
what information will be transmitted upward.

There is a converse problem that arises when a superior with-
holds information from a subordinate. This, again, may be ac-
cidental—the superior does not realize that his subordinate needs
The information. On the other hand, the superior may use his ex-
clusive possession of information as a means of maintaining his
authority over the subordinate. It is hard to see that the latter,
which is usually a symptom of an incompetent and insecure execu-
tive, has any constructive function in organization. The former,
equally unfortunate, is of frequent occurrence in most organiza-
tions, largely because of lack of sufficient consideration to the needs
of downward transmission of information other than orders.

Receptivity to Communications

Consideration has been given thus far principally to the source
of communications. Attention must be given also to their destina-
3 This point has been very well discussed by Burleigh Gardner in Human Rela-

ttons in Industry, chap, ii, and the present exposition follows closely Gardner's
analysis.
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tion. It has been pointed out that the attention that will be given a
communication by its recipient is not simply a matter of logic. The
source of the communication, and the vi“ay in which it is presented,
will determine for its recipient how much consideration he will
give it. If formal channels are maintained, communications flow-
ing through these channels will have their effect enhanced by the
authority which their "officia" character gives them. Unsolicited
information or advice, on the other hand, may be given little or no
attention.

This dependence of the weight of a communication upon its
source applies in upward as well as downward transmittal—sug-
gestions transmitted upward may receive scanty consideration un-
less the person offering the suggestion is in a formal advisory
position and transmits it "through channels." Much frustration
results therefrom, particularly in the lower levels of the organiza-
tion, but it is hard to see how this can be completely eliminated
without destroying the organization structure.

The attention a communication will receive will also depend upon
its form. In the discussion of the authority relation in the previ-
ous chapter, emphasis was placed on the acceptance of authority
by the subordinate. The crucia point is whether the recipient of
an order, or of any other kind of communication, is influenced by
the communication in his actions or decisions, or whether he is
not. The problem of securing employees compliance with a safety
rule is not very different from the problem of securing a customer's
acceptance of a particular brand of soap. In some cases formal
authority may be a sufficient inducement for the subordinate to
comply; but usually the communication must reason, plead, and
persuade, as well as order, if it is to be effective.

In the same connection, consideration must be given to whether
the communication should be oral or written; and whether it
should be in formal or informal language. In every case the state
of mind of the recipient, his attitudes and motivations, must be the
basic factors in determining the design of the communication. The
function of the communication, after al, is not to get something
off the mind of the person transmitting it, but to get something into
the mind and actions of the person receiving it.
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SPECIALIZED ORGANS OF COMMUNICATION

Because of the great importance of communication to their func-
tioning, most organizations, even of moderate size, develop certain
specialized communications tasks. Decision-centers themselves—e
that is, executive positions—must often be staffed with persons
who can assist the executive in his communications functions. The
organization develops specialized repositories of its officid
"memory"—files, records, libraries, follow-up systems. Organiza-
tion units may be established to handle specific information-gather-
ing functions: accounting, inspection, administrative analysis,
intelligence, and the like. The larger the organization, the farther
it becomes possible to carry this specialization.

Organisation of Decision-Centers

A number of the communications tasks of the administrator
need not be performed personaly, but may be delegated to staff
assistants in his office Included among these are the drafting of
outgoing communications, the screening of incoming communica-
tions, and liaison.

The drafting of outgoing communications hardly requires com-
ment. It is one of the common functions of secretaries, and im-
portant executives often have assistants with such functions. Per-
haps the most elaborate specialization of this sort is the Bureau of
the Budget in the Executive Office of the President, which has, as
one of its important functions, the drafting of presidential orders,
as well as the drafting of bills for submission to Congress.

The possibility of this type of division of work does have one
important consequence. It means that, by the attachment of spe-
cialists to the executive's office, outgoing communications can re-
ceive a review from the standpoint of their respective specialties
without complicating the scheme of authority. This system is per-
haps best developed in military organization, where an artillery
officer, for example, on the divisional commander's staff will wo
out the artillery phases of an operational plan, and so forth. T
executive himself—and in the military example, his chief of daf-
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exercises the function of coordinating and balancing these special-
ties.

The review of incoming communications to determine which
should receive the personal attention of the executive is also a dele-
gable function that is specialized for important executive positions.
In some cases this extends to the preparation of analyses and recom-
mendations for the executive which are transmitted to him with the
communication. In other cases, the executive's staff may be able to
take action on the communication, by-passing him completely.

The delegation by the executive to his dstaff of the function of
liaison with subordinates or with other organization units creates
somewhat more delicate problems than the other two types of dele-
gation. Unless the relationships are carefully defined, the subordi-
nates of the executive may fail to recognize that the liaison officer
is exercising authority not on his own initiative, but as representa-
tive of his chief. As aresult of this ambiguity, considerable resent-
ment may develop against the liaison officer and he may lose his
usefulness. In many civilian organizations the distinction between
an assistant department head and an assistant to the department
head is not clearly understood, and such organizations would do
well to observe the care with which this distinction is made in mili-
tary organization.

Repositories of Organisation "Memory*'

Since an organization is not an organism the only memory it
possesses, in the proper sense of the term, is the collective memory
of its participants. This is insufficient for organization purposes,
first, because what is in one man's mind is not necessarily available
to other members of the organization, and, second, because when
an individual leaves an organization the organization loses that part
of its "memory."

Hence organizations, to a far greater extent than individuals,
need artificial "memories.” Practices which would become simply
habitual in the case of the individual must be recorded in manuals
for the instruction of new organization members. Among the re-
positories which organizations may use for their information are
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records systems, correspondence and other files, libraries, and
follow-up systems.

All these devices are familiar. They in themselves create difficult
problems of organization—"what types of information are to be
recorded, in what manner they are to be classified and filed, the
physical location of thefiles, and so forth; but it is hardly profitable
to discuss these problems in the abstract.

Investigatory Facilities

Most organizations, or particular decision-centers in organiza-
tion, require information in addition to that which comes to them
normally in the course of their work. This necessary information is
of two kinds; external—that which is to be obtained from sources
outside the organization; and*internal—that which is to be ob-
tained within the organization. In any large organization units can
be identified whose function it is to secure one or the other of these
types of information. The patent department in industrial concerns
is such a unit, one of whose primary functions is to keep continual
watch on patent and product development in the company's field by
checking the Patent Office Gazette, manufacturers* catalogues,
periodicals, and trade literature. The accounting department is the
outstanding example of aunit whose function it isto obtain internal
information.

The external investigatory unit does not require much discussion.
The chief problem in fitting it into the organization is to locate it
in such a manner that the information it receives will be transmitted
promptly and in usable form to the appropriate points in the organi-
zation. This inevitably leads to questions, like those asked of any
service unit, as to how far the function should be specialized and
how far it should be decentralized among the operating units. Other
such units are the intelligence units in military organization, market
research units in business concerns, a fire alarm bureau, and a po-
lice communications system.

There are several varieties of internal investigatory units in ad-
dition to accounting. Perhaps the most significant are independent
inspectional units (like the Inspector General's Office of the Army)
and analysis units (the Department of Investigation of New Y ork
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City, or the Division of Administrative Management of the United
States Bureau of the Budget).

In the case of accounting for money, the need for a flow of in-
formation independent of the regular channels of authority is uni-
versally accepted as almost self-evident. The functions of the
typical accounting unit have been very much broadened, however,
beyond the simple audit for honesty. It is quite frequently used
nowadays as a source of information for determining whether ex-
penditures are conforming to the plan laid down in the budget. Ac-
counts are used also as a basis for cost analysis which, in turn,
contributes to future executive decisions. In these capacities,
accounting information has become one of the most important tools
in the executive review of operations.

Accounting controls have probably never been carried further
than they have by the Comptroller General of the United States.
That office has for a number of years maintained a continual pre-
audit of Federal expenditures and has disallowed those which it
considered to be not in conformity with Congressional authoriza-
tions. This has created a system of dual authority over expendi-
tures in the Federal government that has generally received adverse
comment from persons who have studied it. It should be recognized,
however, that this is merely an extreme form of the problem that
arises whenever control functions of any sort are vested in an ac-
counting unit. To the extent that the accountant has authority to set
limits to the actions of executives in the line organization, his au-
thority cuts across the regular lines of authority, and unity of com-
mand in the broad sense of that term is violated.

Independent inspectional organizations create problems of dual
command similar to those created by accounting controls. Even
where, as is usually the case, the inspectional unit has no power but
that of reporting its findings to the top executive, the line organiza-
tion will become responsive to its viewpoints. The seriousness of
this problem is mitigated somewhat—with aweakening in the effec-
tiveness of the inspectional unit—by the fact that its intervention
is usually intermittent rather than continuous. At any rate, whatever
the problems it creates, the top administrator often finds the inspec-
tional unit an invaluable aid because it gives him information that
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simply would not be transmitted up through the line organization,

Another way in which the top levels of the hierarchy gain knowl-
edge about the operation of the organization is by undertaking, at
intervals, a comprehensive analysis and survey of the organization
or some part of it. In this they may be assisted by an administrative
analysis unit which specializes in such work. Such a survey may be
confined to questions of organization structure, or it may include
an analysis of the program of activity. In most cases these two are
so inextricably interwoven that both are involved.

TRAINING AND COMMUNICATION

The whole subject of training involves other questions than those
of communication. Nevertheless the role of training in administra-
tion is perhaps best understood by viewing it as one of severd
alternative means for communicating decisional premises to or-
ganization members. If, for example, a particular job in an
organization requires certain legal knowledge, (a) alawyer may be
appointed to the position; (b) instructions and manuals may be
provided to the person selected, with careful supervision of his
work; or (c) he may be trained after selection. All these are, in a
sense, training procedures, but in (a) the organization depends
upon pre-service training, in (b) upon day-to-day supervision as a
training device, in (c) upon formal training.

Military organizations have long provided striking demonstra-
tions of the use that can be made of formal training in indoctrinat-
ing large numbers of new members in highly complicated and un-
familiar tasks in a short time. In civilian organizations, where new
members are seldom employed in such large numbers, and where
the new employees are usually at least partly trained at the time of
their recruitment, the possibilities of formal training have been
much less fully realized. In military organizations instruction in
"how to do it" is carried on amost entirely through the formal
training process, while operational orders are generally restricted
to "what to do." In many civilian organizations instruction in "how
to do it" is left pretty much to the supervisory staff. Undoubtedly
the poorest method of communicating operational procedures is to
rely solely on written instructions and manuals.
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Perhaps the greatest difficulty in the use of formal training
methods is to secure in the group being trained an attitude of re-
ceptivity. Every teacher recognizes—often with a great feeling of
helplessness—that motivation is the key to the learning process.
The trainee must have an interest in learning, and, moreover, he
must be convinced that he does not already know the things in
which he is to be trained. The problem of motivation is at a mini-
mum in the vestibule training of new employees. It may be very
serious indeed in the training of employees who have already been
performing their jobs for a considerable period of time.

Training requires of the trainee a certain attitude of deference
toward the teacher, and an admission of incomplete knowledge
that many individuals who have reached a mature age and a re-
sponsible position find quite galling. When in-service training deals
with such individuals—skilled workmen, supervisors, executives-
considerable attention must be given to the prestige and accept-
ability of the instructor and the practicality of the training ma-
terials. One of the reasons for the success of the conference method
in training such groups is that it minimizes the "teaching" role of
the instructor, and creates the illusion that the new ideas are origi-
nating in the group itself. Of course this is not entirely an illusion;
but it is more of an illusion than the theorists of conference-method
training like to admit.

Training is applicable to the process of decision wherever the
same elements are involved in a large number of decisions. Train-
ing may supply the trainee with the facts necessary in dealing with
these decisions; it may provide him a frame of reference for his
thinking; it may teach him "approved" solutions, or it may in-
doctrinate him with the values in terms of which his decisions are
to be made.

Training, as a mode of influence upon decisions, has its greatest
value in those situations where the exercise of formal authority
through commands proves difficult. The difficulty may lie in the
need for prompt action, in spatial dispersion of the organization,
or in the complexity of the subject matter of decision which defies
summarization in rules and regulations. Training permits a higher
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degree of decentralization of the decision-making process by bring-
ing the necessary competence into the very lowest levels of the or-
ganizational hierarchy.

CONCLUSION

This chapter has been concerned with the organization com-
munications system—particularly those aspects of it which supple-
ment the system of authority. It has been shown that the specializa-
tion of decision-making functions is largely dependent upon the
possibility of developing adequate channels of communication to
and from decision centers. Generally the organization structure
will include the specification of a formal system of communication
—including channels for oral and written communications, paper-
flow, records and reports, and manuals—but this will be supple-
mented by arich network of informal communications based upon
the social relationships that develop in the organization.

Personal motives may lead organization members to try to di-
vert the communications system to their own uses, and may lead
them also to withhold information from superiors and colleagues.
Personal motives and attitudes also influence the reception given to
those communications that are transmitted, and the ability of an
individual to influence others by his communications will depend
upon his formal and informal position of authority, and upon the
intelligibility and persuasiveness of the communication itself.

Organizations usually develop units that are specialized for par-
ticular communications functions. These include staff aids, reposi-
tories of organization "memory," and investigatory units, both in-
ternal and external.

Training is one of several alternative methods of communication
that proves particularly useful in transmitting job "know-how."
Its successful use, however, hinges on the possibility of obtaining
favorable attitudes in the trainees toward the training program.



Chapter IX

THE CRITERION OF EFFICIENCY

IN THE preceding two chapters attention has been concentrated on
the way in which the organization brings its influence to bear on its
individual members. Through the system of authority and the other
types of communication that have been discussed, the organization
provides the individual with some of his principal premises of de-
cision : it specifies his fundamental value-premises—"the organiza-
tion objectives—and it supplies him with relevant information of
al sorts that is necessary if he is to implement these values. It is
time now to turn to the "internal" aspects of decision, and to see
how the organizationally supplied premises are synthesized by the
individual into a completed decision. Crucial to the synthesis are
the decisional premises that the individual himself supplies, and
the most important of these, aside from the information that origi-
nates with him, are the criterion of efficiency ~ and the individual's
organizational identifications or loyalties. These will provide the
subject matter of this and the following chapter, respectively.

Because the criterion of efficiency is rather more complicated in
its application to noncommercial than to commercial organizations,
alarge part of this chapter will be taken up with the problem of ex-
tending the concept of efficiency so that it becomes applicable to the
former as well as to the latter.

THE NATURE OF EFFICIENCY

The criterion of efficiency is most easily understood in its appli-
cation to commercial organizations that are largely guided by the

1Thet of dfia the lines deve here, has bemn
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profit objective. In such organizations the criterion of efficiency
dictates the selection of that alternative, of al those available to the
individual, which will yield the greatest net (money) return to the
organization. This "balance sheet" efficiency involves, on the one
hand, the maximization of income, if costs are considered as fixed;
and on the other hand, the minimization of cost, if income is con-
sidered as fixed. In practice, of course, the maximization of income
and the minimization of cost must be considered simultaneously—
that is, what is really to be maximized is the difference between
these two.

It will be seen that the criterion of efficiency is closely related to
both organization and conservation objectives, as those terms have
been defined in Chapter V1. It is related to the organization objec-
tive in so far as it is concerned with the maximization of "output,"
It is related to conservation objectives in so far as it is concerned
with the maintenance of a positive balance of output over input.

The simplicity of the efficiency criterion in commercial organi-
zations is due in large part to the fact that money provides a com-
mon denominator for the measurement of both output and income,
and permits them to be directly compared. The concept must be
broadened, therefore, if it is to be applicable to the process of de-
cision where factors are involved that are not directly measurable
in monetary terms. Such factors will certainly be present in non-
commercial organizations where monetary measurement of output
is usually meaningless or impossible. They will also be present in
commercial organizations to the extent that those controlling the
organization are not solely directed toward the profit motive—i.e.
where they are concerned with questions of the public interest or
employee welfare even when those factors are not directly related
to the profit and loss statement. Moreover, nonmonetary factors
will also be involved in the internal operation even of purely com-
mercial organizations where specific activities are concerned whose
relation to the profit-and-loss statement cannot be assessed directly.
For example, decisions in a personnel department cannot always be
evaluated In monetary terms, because the monetary effect of a par-
ticular personnel policy cannot be directly determined.
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The Cost Element in Decision

In both commercial and nhoncommercial organizations (except
for volunteer organizations) the "input" factor can be largely
measured in money terms. This istrue even when the organization
objectives are broader than either profit or conservation of the
organization. That is, even if the organization is concerned with
the cost for the community, this cost can be fairly valued in terms
of the goods and services that the organization buys.”

This point may not be entirely evident in the case of the evalu-
ation of the services of employees. The tasks to which employees
are assigned are not all equal with respect to agreeableness, hazard,
and the Hke; and, to the extent that they are not, the money wage
(unless this accurately reflects these elements—which it usually
does not) is not an accurate measure of input in an organization
where employee welfare takes its place among the organization ob-
jectives. In such cases, organization decisions must balance not only
money input against output, but money input against output and
employee welfare.

There are other cases, too, where input is not accurately measured
by money cost to the organization. An industrial concern, for ex-
ample, which is not penalized for the smoke and soot it distributes
over the community has a cost factor, provided the organization
objectives include concern for community welfare, that does not
appear in the accounts.

When the decision is being made for a public agency that em-
braces among its objectives the general stability and prosperity of
the economy—the Federal government, for example—still other
considerations must enter in. In the case of a private business, in-
terest on invested capital, at the market rate, must be included in
calculations as a cost. In the case of government, if the effect of
spending is to employ investment capital that would otherwise be
idle, the interest on this capital is not really a cost from the stand-
point of the economy as awhole. Moreover, the "output” of govern-
2 For an elaboration of this point, and statements of the qualifications that must
be appended to it to make it strictly accurate, the reader is referred to the literature

on welfare economics. See, for example, A. C. Pigou, The Economics of Welfare
(London: Macmillan & Co., 1924).
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ment investment may include effects of this investment on the level
of income and employment in the economy, and these effects must
be included in the measurement of product.

Likewise, when a private business employs an unemployed per-
son his wage is an ordinary cost; while when the government em-
ploys such a person it makes use of a resource that would otherwise
not be utilized, and hence the wages of those employed do not in-
volve any real cost from the standpoint of the community.

These comments are not intended to defend any particular con-
cept of the role of government spending in a modern economy—a
subject that evokes sufficient controversy among the various com-
peting schools of modern economists—"but merely to point out that
the criterion of efficiency cannot be applied to decisions in govern-
mental agencies without consideration of the economic effects that
the activities of these agencies may have. In the language of the
economist, the problem of efficiency in the public agency must be
approached from the standpoint of the general, rather than the
partial, equilibrium.

Positive Values in Decision

While the negative values involved in decision can usually be
summarized in terms of time or money costs, the positive values
present a somewhat more complex picture. As we have seen, in a
commercia enterprise, money value of output plays somewhat the
same role as cost of production (input) in summarizing the value
element involved. From a positive standpoint the kind of product
manufactured is a valuationally neutral element. Not so in the case
of public services. Hence, some substitute must be found in public
administration for money value of output as a measure of value.

This substitute is provided by a statement of the objectives of
the activity, and by the construction of indices that measure the
degree of attainment of these objectives. Any measurement that
indicates the effect of an administrative activity in accomplishing
its final objective is termed a measurement of the result of that ac-
tivity A

Definition of Objectives. The definition of objectives for public
3 Ridley and Simon, op. cii., p. i.
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services is far from a simple task. In the first place, it is desirable
to state the objectives so far as possible in terms of values. That is,
only if they are expressions of relatively final ends are they suit-
able value-indices. When objectives are stated in terms of inter-
mediate goals, there is a serious danger that decisions governed by
the intermediate end will continue to persist even when that end is
no longer appropriate to the realization of value. The proliferation
of forms and records in an administrative agency, for instance,
frequently evidences a failure to reconsider activities which are
aimed at some concrete end in terms of the broader values which
that end is supposed to further.

On the other hand, however, the values which public services seek
to realize are seldom expressible in concrete terms. Aims, such as
those of a recreation department—~to "improve health,” "provide
recreation,” "develop good citizens'—"must be stated in tangible
and objective terms before results can be observed and measured.
A serious dilemma is posed here. The values toward which these
services should be directed do not provide sufficiently concrete
criteria to be applied to specific decisional problems. However, if
value-indices are employed as criteria in lieu of the values them-
selves, the "ends" are likely to be sacrificed for the more tangible
means—the substance for the form.

Further difficulty arises in the lack of a common denominator of
value. An activity may realize two or more values, as in the case of
the recreation department mentioned above. What is the relative
importance of the various values in guiding the department's activi-
ties? The health department provides an illustration of the same
problem. Shall the department next year redistribute its funds to
decrease infant mortality or to increase the facilities of the venereal
disease clinic? Observations of results, measured in terms of value-
indices, can merely tell the extent to which the several objectives are
realized if one or the other course of action is taken. Unless both
activities are directed toward exactly the same value, measurement
of results cannot tell which course of action is preferable. Ration-
ality can be applied in administrative decisions only after the rela-
tive weights of conflicting values have been fixed.

The question of who should construct the system of values or

THE CRITERION OF EFFICIENCY 177

preferences which underlie the administrator's decisions has al-
ready been discussed in Chapter I11. We wish here only to empha-
size that somewhere, sometime in the administrative process weights
actually are assigned to values. If this is not done consciously and
deliberately, then it is achieved by implication in the decisions which
are actually reached. It is not possible to avoid the problem by hid-
ing it among the unexpressed premises of choice.

Accomplishment a Matter of Degree. Defining objectives does
not exhaust the value element in an administrative decision. It is
necessary to determine, in addition, the degree to which the objec-
tive is to be attained. A city charter or ordinance may define the
function of the fire department as "protecting the city from dam-
age due to fire"; but this does not imply that the city will wish to
expand the fire-fighting facilities to the point where fire damage is
entirely ehminated—an obviously impossible task. Moreover, it
begs the question to say that the fire department should reduce
losses "as far as possible,” for how far it is possible to reduce losses
depends on the amount of money available for fire protection and
fire prevention services.

Value questions are not eliminated from the fire protection prob-
lem of that city until it has been determined that (i) the fire de-
partment should aim to limit fire losses to x dollars per capita, and
(2) the city council will appropriate y dollars which, it is antici-
pated on the basis of available information, will permit (i) to be
carried out. Values are involved, then, not only in the definition of
objectives, but in the determination as well of the level of adequacy
of services which is to be aimed at. Attainment of objectives is
always a matter of degree.

The processes of "policy determination,” as they take place in
our governmental institutions, seldom cope with these questions of
degree in determining the objectives of governmental services. It
will beurged in later sections of this chapter that extension of policy
determination to such questions is of fundamental importance for
the maintenance of democratic control over the value elements m
decision. It will be shown that a large measure of this procedural
reform can be attained by a modification and extension of bu(”~"-
ary techniques.
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Distributive Values. Thus far, the discussion has centered on
values which are "aggregates.” That is, the community measures
its fire loss in terms of total dollars of destruction during the year,
It does not distinguish the loss of $1,000 in Smith's store from a
loss of $1,000 in Jones' store. The police department, in attempting
to reduce the number of robberies, does not give arobbery on Third
Street a different weight from a similar robbery on Fourth Street

Nevertheless, questions of "distributive" value enter into almost
every administrative decision—if in no other way than in an as-
sumption of "equal weight" like those cited above. A playground
built on the West Side will not serve children on the East Side. If
chess classes are offered at the socia center, there may be no facili-
ties available for persons interested in social dancing.

Many distributive questions are geographical, but they may in-
volve social, economic, or innumerable other "class" distinctions.
The importance of such considerations in administration can be
appreciated when it is recognized that agencies for assessment ad-
ministration, administrative tribunals, and even welfare agencies
are concerned primarily with questions of distributive rather than
aggregate value.

As will be shown later, distributive questions are also of great
importance when the work of an organization is specialized by
"area" or by "clientele." In these cases, the objective of the organ-
izational unit is immediately restricted to a particular set of per-
sons, and interjurisdictional problems of the greatest consequence
may arise.

A Common Denominator for Value—the Criterion
of Efficiency

A fundamental problem involved in reaching a decision is the
discovery of a common denominator between the two values which
have been mentioned: low cost and large results. How is the choice
made when the two conflict ? Four relations are conceivable between
choices A and B. If A istheinput for A, and IB for B, and OA and
OB arethe respective outputs, then these four possible relations may
be expressed as follows:
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1. IAislessthan|s, and OA isgreater than OB.
2. IBislessthanlA, and OB isgreater than OA.
3. lAislessthan|B, and OA islessthan OB.
4. IBislessthanlA,and OBislessthan OA.

In cases i and 2 the choice is unequivocal; but not so in cases 3
and 4. That is, when possibility A involves a larger cost than pos-
sibility B, but produces a smaller result, B obviously is preferable.
But when possibility A involves a lower cost as well as a smaller
result than B, cost must be weighed against result before a choice
can be made.

The path to the solution of this difficulty has already been indi-
cated. Underlying all administrative decisions is a limitation—a
"scarcity"—of available resources® This is the fundamental reason
why time and money are costs. Because they are limited in quantity,
their application to one administrative purpose prevents the realiza-
tion of alternative possibilities. Hence, the administrative choice
among possibilities can always be framed as a choice among alterna-
tives involving the same cost, but different positive values.

An administrative choice is incorrectly posed, then, when it is
posed as a choice between possibility A, with low costs and small
results, and possibility B, with high costs and large results. For A
should be substituted a third possibility C, which would include A
plus the ahernative activities made possible by the cost difference
between A and B. If this is done, the choice resolves itself into a
comparison of the results obtainable by the application of fixed re-
sources, to the alternative activities B and C. The efficiency of a be-
havior is the ratio of the results obtainable from that behavior to
the maximum of results obtainable from the behaviors which are
alternative to the given behavior.

The criterion of efficiency dictates that choice of alternatives
which produces the largest result for the given application of re-
Sources.

It should be noted that this criterion, while it suppHes a commcoa
denominator for the comparison of administrative alternatives,
does not supply a common numerator. Even though all decisions be
made in terms of alternative applications of the same resources. LS.
problem still remains of comparing the values which are attain'?!
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by the different courses of action. The efficiency criterion neither
solves nor avoids this problem of comparability.

Note on the Term "Efficiency*

The term "efficiency” has acquired during the past generation a
number of unfortunate connotations which associate it with a
mechanistic, profit-directed, stop-watch theory of administration.
This is the result of the somewhat careless use of the term by over-
enthusiastic proponents of the "scientific management” movement.
Nevertheless, no other term in the language comes so close as "effi-
ciency" to representing the concept described in this chapter. The
term has therefore been employed, with the hope that the reader
will understand the criterion in the sense in which it has just been
defined, and will be able to dissociate from it any unfortunate con-
notations it may have had in his mind.

Until practically the end of the nineteenth century, the terms
"efficency** and "effectiveness’ were considered almost as synony-
mous. The Oxford Dictionary defines "efficiency”: "Fitness or
power to accomplish, or success in accomplishing, the purpose in-
tended ; adequate power,, effectiveness, efficacy.”

In recent years, however, "efficiency" has acquired a second
meaning: the ratio between input and output.* In the words of the
Encyclopaedia of the Social Sciences:

Efficiency in the sense of aratio between input and output, effort and
results, expenditure and income, cost and the resulting pleasure, is a
relatively recent term. In this specific sense it became current in engi-
neering only during thelatter haf of the nineteenth century and in busi-
ness and in economics only since the beginning of the twentieth.*

The use of the term by leaders of the scientific management
movement added still a third meaning. Again quoting from the
Encyclopaedia of the Social Sciences:

*An early application of the engineering concept to the socia field is that of
F. Y. Edgeworth, who on p. 2 of his Mathematical Psychics (London: Kegan Paul
& Co., 1881) defined efficiency essentially as it is defined in this study: ". . . €ffi-
ciency being thus defined: one engine is more efficient than another if, whenever
the total quantity of fuel consumed by the former is equal to that consumed by the
latter, the total quantity of energy yielded by the former is greater than that yielded
by the latter."

5 "Efficiency," Encyclopaedia of the Social Sciences, 5:437-
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The foundation of modern scientific management may be dated from
F. W. Taylor's paper, A Piece Rate System, in which he described his
pioneer method of establishing standards of job performance at the
Midvale sted plant. When such standards were set, it became custom-
ary to refer to the ratio of actua performance to the standard per-
formance as the efficiency of labor, a use somewhat different from that
of the mechanica engineers, who apply the term to the ratio of actua
output to an actual input.®

Harrington Emerson, another pioneer in the scientific manage-
ment movement, and one who preferred the term "efficiency engi-
neering," is reported to have defined efficiency as "the relation be-
tween what is accomplished and what might be accomplished.” In
this connection, he speaks of the "efficiency percent of the em-
ployee." '

It must be noted that there is a difference in computing an out-
put-input ratio in the physical and in the social sciences. For the
engineer, both output and input are measured in terms of energy.
The law of conservation of energy tells him that the output of use-
ful energy cannot exceed the energy input. Hence arises the con-
cept of "perfect" efficiency—"that is, a situation in which output
equals input. In the social sciences, output and input are seldom
measured in comparable units; and even whenthey are, asin a com-
parison of cost of fire protection with dollar losses from fire, there
is no "law of conservation of energy" which prevents the output
from exceeding the input. Hence, the concept of perfect efficiency,
if it is used at all, must be redefined. As a matter of fact, the con-
cept of perfect efficiency will not be required in the present study.
Actual problems, as they present themselves to the administrator,
are always concerned with relative efficiencies, and no measure of
absolute efficiency is ever needed. Moreover, the theory does not re-
quire a numerical measure of efficiency, but merely a comparison of
greater or less between the efficiencies of two alternative possibili-
ties. Under these circumstances, the definitions of efficiency as ratio
of output to input and as ratio of the actual to the maximum pos-
sible amoimt to the same thing.

~Loc. cit.
T Horace Bookwalter Drury, Scientific Management (New York: ColmnlHa
University Press, 1915), pp. 114, US-
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An Economic Analogy

It can be seen that the criterion of efficiency as applied to admin-
istrative decisions is strictly analogous to the concept of maximiza-
tion of utility in economic theory. It is not asserted here that the
criterion of efficiency always does dominate administrators, deci-
sions, but rather that if they were rational it would. There is no
assertion that such rationality is a common characteristic of actual
behavior. On the other hand, the doctrine of maximization of util-
ity has been commonly set forth in the economic literature as an ex-
planatory doctrine as well, that is, as descriptive of actual behavior
in the market. This difference between the two propositions should
be kept carefully in mind.

The analogy between the two propositions extends also to the
assumptions which underlie them. The first of these is that there is
a scarcity of applicable resources. A second assumption is that the
activities concerned are "instrumental” activities—that is, activities
that are carried on for the positive values they produce, in the form
of some kind of "result." Third, both propositions involve the com-
parability, at least subjectively, of the values in terms of which re-
sults are measured. (This assumption has already been discussed in
the previous section.)

The broad scope of the analogy will become increasingly clear as
the discussion proceeds. It will be seen that the problem of admin-
istrative decisions can be translated into a problem in the theory of
production, and that concepts and theorems developed in economic
theory have wide applicability to administrative decisions.

CRITICISMS OF THE EFFICIENCY CRITERION

Criticisms of "efficiency” as a guide to administration have been
frequent and vociferous. One group of criticisms need not concern
us here, for they refer to definitions of the term different from the
one proposed here. In this category must be placed attacks on effi-
ciency which equate the term with "economy” or "expenditure re-
8 See instances cited by Marshall E. Dimock, "The Criteria and Objectives of

Public Administration," in The Frontiers of Public Administration, ed. Gaus,
White, and DJmock, pp. 116-133.
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duction." As we have used "efficiency,” there is no implication
whatsoever that a small expenditure—or, for that matter, alarge ex-
penditure—is per se desirable. It has been asserted only that if two
results can be obtained with the same expenditure the greater result
isto be preferred. Two expenditures of different magnitude can, in
general, be compared only if they are translated into opportunity
costs, that is, if they are expressed in terms of alternative results.

"Mechanical™ Efficiency

Others have objected to "efficiency” on the ground that it leads
to a "mechanical” conception of admiration. This objection, too,
must result from the use of the term in quite a different sense from
that proposed here. For a mere criterion of preference among pos-
sibilities does not in any manner limit the administrative techniques
which may be employed in attaining the possibilities, nor, as we
shall see inthe next section, does it in any way reduce the role of the
administrator's judgment in reaching decisions. Furthermore, the
efficiency criterion is in the most complete accord with a viewpoint
that places the social consequences of administration in the fore-
front of its determining influences,

"The Ends Justify the Means'

Two other lines of criticism assert that the criterion of efficiency
leads to an incorrect relationship between "means" and "ends." On
the one hand it is aleged that, in the interests of efficiency, ends are
taken to justify any appropriate means. As we have noted in Chap-
ter 1V, the terms "means" and "ends" must be employed carefully
in order to avoid contradictions; and for this reason we have pre-
ferred to talk of the value and factual aspects of alternatives. Suffice
it to say that if the evaluation of the results of administrative ac-
tivity takes into account all the significant value elements of the ad-
ministrative alternatives, no undue subordination of "means" to
"ends" can result.

"Ruthless®  Efficiency

On the other hand, it is charged that efficiency directs al atten-
tion to the means, and neglects the ends. This charge has air "*T
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been answered in pointing out the integral role which valuation
plays in the employment of acriterion of efficiency. It may be freely
admitted that efficiency, as a scientific problem, is concerned chiefly
with "means,"” and that "efficient" service may be efficient with re-
spect to any of a wide variety of ends. But merely to recognize that
the process of valuation lies outside the scope of science, and that
the adaptation of means to ends is the only element of the decisional
problem that has a factual solution, is not to admit any indifference
to the ends which efficiency serves. Efficiency, whether it be in the
democratic state or in the totalitarian, is the proper criterion to be
applied to the factual element in the decisional problem. Other,
ethical, criteria must be applied to the problem of valuation.

Common to all these criticisms is an implication that an "effi-
ciency" approach involves a complete separation of "means” and
"ends." We have already seen that, strictly speaking, thisis not the
case—that the only valid distinction is one between ethical and
factual elements in decision. Yet, in the actual application of the
efficiency criterion to administrative situations, there is often a
tendency to substitute the former distinction for the latter, and
such a substitution inevitably results in the narrower, "mechanical"
efficiency which has been the subject of criticism.

How this substitution comes about may be briefly explained. The
ethical element in decision consists in a recognition and appraisal
of all the value elements inhering in the alternative possibiHties. The
principal values involved are usually expressed as "results" of the
administrative activity, and, as we have seen, the activity itself is
usually considered as valuationally neutral. This leads to the isola-
tion of two values: (i) the positive values expressed as "results,"
and (2) the negative values, or opportunity costs, expressed in
terms of time or money cost.

In fact, to consider the administrative activity itself as valu-
ationally neutral is an abstraction from reality which is permissible
within broad limits but which, if carried to extremes, ignores very
important human values. These values may comprehend the remu-
neration and working conditions (using these terms broadly) of the
nuiiil ~"- of tl'e :;roup which carries out the activity.

We may tnumerate some of these value elements more explicitly:
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1. If cost is measured in money terms, then the wages of em-
ployees cannot be considered as a valuationally neutral element, but
must be included among the values to be appraised in the decision.

2. The work pace of workers cannot be considered as a valu-
ationally neutral element—else we would be led to the conclusion
that a "speed-up" would always be eminently desirable.

3. The social aspects of the work situation cannot be considered
as a valuationally neutral element. The decision must weigh the
social and psychological consequences of substituting one type of
work-situation for another.

4. Wage policies, promotional policies, and the like need to be
considered not only from the viewpoint of incentives and result-
efficiency, but also from that of distributive justice to the members
of the group.

It must be emphasized, then, that when a choice between alterna-
tives involves any valuationally significant difference in the work
activity this difference must be included among the values to be
weighed in reaching a decision.

ValuationcU Bias

A closaly related fallacy in the application of the efficiency
criterion is to include in the evaluation of alternatives only those
values which have been previously selected as the objective of the
particular administrative activity under consideration. The effects
of some administrative activities are confined to a rather limited
area, and indirect results do not then cause much difficulty. The
activities of the fire department usually have an effect on fire losses,
but very little relation to the recreation problem in the community
(unless ardent fire fans form a large part of the community).
Hence the fire chief does not have to take recreation values into
consideration in reaching his decisions. It is very fortunate that the
consequences of human activities are so strictly segregated; if they
were not, the problem of reaching rational decisions would be im-
possible” But the mere fact that activities do not usually have
valuationally significant indirect effects does not justify us in ignor-
ing such effects if they are, in fact, present. That is, the fire chief
cannot, merely because he is a fire chief, ignore the possibility of

9 Seepp. 81-83, supra.
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accidents in determining the speed at which his equipment should
respond to alarms.

This all seems commonplace, yet we shall devote a large portion
of the next chapter to showing that, in actuality, administrators in
reaching decisions commonly disclaim responsibility for the in-
direct results of administrative activities™ To this point of view
we oppose the contrary opinion that the administrator, serving a
public agency in a democratic state, must give a proper weight to
all community values that are relevant to his activity, and that are
reasonably ascertainable in relation thereto, and cannot restrict him-
self to values that happen to be his particular responsibility. Only
under these conditions can a criterion of efficiency be validly postu-
lated as a determinant of action.™

Of course, the extent to which administrators can, in practice,
give consideration to "indirect" effects is severely limited by the
psychological considerations analyzed at length in Chapter V. Many
effects not directly related to the objective of the organization will
perforce be ignored because the administrator's span of attention
is limited, and because there are often severe limits on the time
available for making decisions.

FACTUAL ELEMENTS IN DECISION 13

We have seen that the criterion which the administrator applies
to factual problems is one of efficiency. The resources, the input,
at the disposal of the administrator are strictly limited. It is not
his function to establish a Utopia. It is his function to maximize

10 For a superlative illustration of the difficulty of securing administrative re-
sponsibility for indirect effects see Karl E. Stromsen, "The Usefulness of Central
Review of Bureau Communications," Case Reports in Public Administration, No.
i6, compiled by a Special Committee on Research Materials, Committee on Pub-
lic Administration, Social Science Research Council (Chicago: Public Admin-
istration Service, 1940). The entire analysis assumes that organizational relevance
is the ruling criterion of whether an indirect effect should be given administrative
consideration.

11 Dewey finds in these indirect effects the basic characteristic which distinguishes
a "public" from a "private" transaction. See The Public and Its Problems, pp.
12-13.

12 This section is based on Herbert A. Simon, "Comparative Statistics and the
Measurement of Efficiency,” National Municipal Review, 26:524-527 (Nov.,
1937)-
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the attainment of the governmental objectives (assuming they have
been agreed upon), by the efficient employment of the limited re-
sources that are available to him. A "good" pubhc library, from
the administrative standpoint, is not one that owns al the books
that have ever been published, but one that has used the limited
fimds which are allowed it to build up as good a collection as pos-
sible under the circumstances.

When a decision is made in terms of the criterion of efficiency,
it is necessary to have empirical knowledge of the results that will
be associated with each alternative possibility. Let us consider a
specific municipal function, the fire department. Its objective is the
reduction of the total fireloss, and results will be measured in terms
of this loss.

The extent of the fire loss will be determined by a large number
of factors. Among these are natural factors (frequency of high
winds, heavy snowfall, severe cold weather, hot dry weather,
tornadoes, hurricanes and cyclones, earthquakes, and floods),
structural and occupancy factors (exposure hazards, physical bar-
riers, density of structures, type of building construction, roof
construction, contents, and risk of occupancy), the moral hazard
(carelessness and incendiarism), and finally the effectiveness of
the fire department itself. The loss, then, will be a function of all
these variables, including the performance of the fire department
itself. The fire chief must know how the activities of his depart-
ment affect the loss if he isto make intelligent decisions.

How does the fire department perform its task? It inspects build-
ings to eliminate fire hazards, it carries on campaigns of education
against carelessness, it fights fires, it trains firemen, it investigates
and prosecutes incendiaries.

But we can carry the analysis a step farther. Of what does fire®
fighting consist? A piece of apparatus must be brought to the sc*ie
of action, hose laid, water pumped and directed upon the flames,
ladders raised, and covers spread over goods to reduce wser
damage. Again, each of these activities can be analyzed into
component parts. What does laying a hose involve? The ho”iKi»
be acquired and maintained. Equipment for carrying it nm”~Be
acquired and maintained. Firemen must be recruited and tra&
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The firemen must spend a certain amount of time and energy in
laying the hose.

A final level of analysis is reached by determining the cost of
each of these elements of the task. Thus, the whole process of fire-
fighting can be translated into a set of entries in the city's books of
accounts.

The problem of efficiency is to determine, at any one of these
levels of analysis, the cost of any particular element of performance,
and the contribution which that element of performance makes to
the accomplishment of the department's objectives. When these
costs and contributions are known, the elements of performance can
"be combined in such a way as to achieve a maximum reduction in
fire loss.

There are at least four rather distinct levels at which the analysis
of the administrative situation may be carried out. At the highest
level isthe measurement of results, of the accomplishment of agency
objectives. Contributing to these results are the elements of ad-
ministrative performance. Subordinate to these, in turn, is input
measured in terms of effort. Effort, finally, may be analyzed in
terms of money cost.

The mathematically minded will see in this structure a set of
eguations—strictly identical with the economist's "production func-
tions." The first equation expresses the results of government as
3. function of the performance of certain activities. Further equa-
tions express these performance units as functions of less immedi-
ate performance units, the latter in terms of units of effort; and
finally effort is expressed as a function of expenditures. The prob-
lem of efficiency is to find the maximum of a production function,
with the constraint that total expenditureis fixed.

The Determination of Social Production Functions

It follows from the considerations which have been advanced
that that portion of the decision-making process which is factual,
which is amenable to scientific treatment, resolves itself into the
determination of the production functions of administrative ac-
tivities. Thisisaresearch task of the first magnitude, and one which
as yet has hardly been touched.
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Progress toward an understanding of these functions involves a
series of well defined steps:

(1) The values, or objectives, affected by each activity must be
defined in terms that permit their observation and measurement.

(2) The variables, extra-administrative as well as administra-
tive, that determine the degree of attainment of these fuuc“osas
must be enumerated.

(3) Concrete, empirical investigations must be made of |licw”
in which results change when the extra-administrativeand adsM *
trative variables are altered.

The necessary scope and difficulty of aresearch program A”izii
would make a substantial contribution to our knowledge of tv=I=
functions can hardly be exaggerated. The principal progrcK ft>
date has been in the first gep,™ and, as yet, empirical studies in-
volving steps 2 and 3 are almost nonexistent."

But if such research is difficult it is also indispensable. ItIsBlsnf
to see how rationality can play any significant role in the fomsBi"a
tion of administrative decisions unless these production funet"'as
are at least approximately known. Nor can the problem be apcSf
by falling back on the "common sense" of administrators—"eir
"intuition” and "practical insight" in dealing with situatioiK":cr
which "long experience" has qualified them. Anyone who | sfe*
close contact with administrative situations can testify that i“ere
is no correlation between the ability of administrators and iSMr
confidence in the decisions they make—if anything the correiat& m
is an inverse one. The ablest administrators are the first to adns®
that their decisions are. in general, the sheerest guesswork; tot
any confidence they evidence is the protective shield with whickthe
practical man armors himself and his subordinates from his doubts.

The fact of the matter is that momentous decisions are made
every day as to the allocation of resources to one or another cora-
peting purpose, and that, particularly in noncommercial organiza-
tions, the decisions are made in an almost complete absence of tie
13 For a bibliography of writings on this subject see Ridley and Simon, op. «&.
pp. 68-74.

1* Herbert A. Simon et al., Determining Work Loads for Professional SUO «*

a Public Welfare Agency (Berkeley: Bureau of Public AdministrafexQ, | M -
versity of California, 1941).
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evidence which would be necessary to vaHdate them. The principal
reason for this, of course, is the difficulty, except in enterprises
that have a relatively tangible product, of determining the actual
production functions.

To recognize how far actual decisions fal short of rationality
is no criticism of the administrator, who must act whether or not
he possesses the information that would be necessary for the com-
plete rationality of his decisions. It is, however, a criticism of
apologies that would make his ignorance a virtue, and would ques-
tion the need for extensive programs of research in this direction.

FUNCTIONALIZATION IN RELATION TO EFFICIENCY

A few words need to be said now about the bearing of this ef-
ficiency criterion upon organizational problems. In an earlier
chapter it was noted that specialization in organization often fol-
lows functional lines. This functionalization involves the analysis
of the organization objective into subsidiary objectives. One or
more of the subsidiary objectives may be assigned to each of the
organizational units.

Thus, a fire department may be divided into a fire prevention
bureau,- and a number of fire-fighting divisions. The function, or
objective, of the former will be defined in terms of prevention, that
of the latter in terins of extinguishment. A health department may
include a communicable diseases division, a division for prenatal
care, a vital statistics division, and so forth. Similar illustrations
can be found in every field of governmental service.

Under these circumstances, there will be a hierarchy of func-
tions and objectives corresponding to the hierarchy of divisions and
bureaus in the agency. In general, the hierarchical arrangement of
functions will correspond to a means-end relationship. Fire losses,
for instance, can be conceived as a product of number of fires by
average loss per fire. Hence, afire department might take reduction
15 Even Barnard, whose critical insight usually saves him from the "practical
man" fallacy, credits the intuitional faculties with considerably more validity

than seems to be due them. See his "Mind in Everyday Affairs," reprinted as an
appendix in The Functions of tht Executive® pp. 301-323.
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in number of fires and reduction in average loss per fire as sub-
sidiary objectives, and assign these objectives to subsidiary units
in the organization.

There are severa prerequisites to effective functionalization.
First, as indicated above, the general objective must be analyzed
into subsidiary objectives, standing in a means-end relation with
it. But further, the technology of the activity must be such that the
work of the agency can be broken into distinct portions, each con-
tributing primarily toward one, and only one, of the subsidiary
objectives. Thus, it would be useless to divide a recreation depart-
ment into "good citizenship,” "health,” "enjoyment,” and "educa-
tion" divisions. Although these might be defended as subsidiary
objectives of recreation work, it would be impossible to devise a
scheme of organization which would break activities into com-
ponent parts, each contributing to only one of these objectives.

Value and Limits of FuncHonalisaiion

The so-caled "functional principle" of organization is thus
seen to be a of arather complex nature. It assumes the possibility of
a parallel functionalization of objectives and of activities. Where
such parallelism is absent, the mere analysis of an objective into
its components does not afford any basis for organization.

If the limitations of functionalization are apparent, so also are
some of its values. For, if the activities of an organizational unit
are directed toward a particular well defined objective, then the
problem of decision-making in that unit is correspondingly simpli-
fied. The value elements to be considered in weighing alternatives
can al be related to the organizational objective. A fire prevention
division need consider only the impact of its activities upon the
number of fires that will occur.

On the other hand, if the functionalization is unredistic—"\if it
does not fit the technological picture—"then functionalization may
lead to deterioration in the quality of decisions. For in this case
the values which are affected by the unit's activities, but which are
not comprehended in the statement of the organizational objective®
will be neglected in the decision-making process.
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Secialisation by "Area** and "Clientele"

It has not generally been recognized in the literature of adminis-
tration that specialization by "area" and "clientele" are, in fact,
merely a particular kind of functionalization. This follows from
the fact, already noted, that the complete definition of an objective
involves the specification of the group of persons to whom the
value in question refers.

The fire department of Podunk, for instance, has as its objec-
tive not "minimization of fire losses," but "minimization of fire
losses in Podunk."

If specialization by area and specialization by clientele are merely
forms of functionalization, then, to be successful they must satisfy
the conditions of effective functionalization: (i) it must be tech-
nologically feasible to split the work activity, as well as the objec-
tive, along functional lines; (2) these segregated work activities
must not affect, to a substantial degree, values extraneous to the
specified functions.

The first point may again be illustrated by a health department.
It would not be technologically feasible to divide a contagious
disease program into two portions, one aiming to reduce contagious
diseases among men the other among women.

The second point will be developed at length in Chapter X. By
way of illustration we need only to recall the frequent newspaper
accounts of buildings which burn to the ground when a fire de-
partment refuses, or is unable, to cross ajiu-isdictiona line.

EFFICIENCY AND THE BUDGET '®

As a practical application of the approach set forth in this
chapter, we may consider the public budget-making process, and
the form which this process will have to take if it is to conform
to the requirements of rationaHty.

It has been asserted that the concept of efficiency involves an

18 This section is adapted from Herbert A. Simon, "Measurement Techniques in
Administrative Research,” Civic Affairs, 8:1 ff. (May, 1941)-
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analysis of the administrative situation into a positive value ele-
ment (the results to be attained) and a negative value element (the
cost). For the practical execution of this analysis, a technique is
needed that will enable the administrator to compare various ex-
penditure alternatives in terms of results and costs. The budget
document will provide the basis for such a comparison.

The essence of the public budget process is that it requires a
comprehensive plan to be adopted for all the expenditures that are
to be made in a limited period. But if the budget is to be used as
an instrument for the control of efficiency, substantial improve-
ments must be made in present techniques.

Inadequacy of Customary Budget Methods

What does the typical governmental budget include? It tells how
much each department will be allowed to spend during the sub-
sequent year, and how it may spend it. How are the particular
figures to be found in budgets arrived at? How is it determined
that 14 per cent of the budget shall be devoted to fire protection and
11.6 per cent to highways?

A different answer to this question would be given in every
community in which it was asked. Some budgets are made by
copying off the figures of the previous year's expenditures. Some
are constructed by increasing or.decreasing appropriations by a
fixed percentage. Some are determined by allotting to each depart-
ment a certain percentage of its request—"he who shouts loudest
gets most. Some have even less systematic plans.

If this seems exaggerated, the following justifications for in-
creased appropriations in the supporting schedules of nnt tity
budget should serve to convince even the most skeptical:

"Salaries should be commensurate with duties and respun-ibil ?-
ties of office.

"Naturally with increased work more supplies wiH be -n-Tsviry
and the cost will be greater. My postage bills alone ar-iourt to
$2,500 a year."

"Time and skill required for this work before and after ckc-
tion."
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"A larger increase was asked last year and refused.” ™

There are, of course, a few exceptional cities and other agencies
which attempt to substitute a more rational budget review for this
hit-or-miss process. A number of federal departments, including
the Department of Agriculture, may be cited in this connection.®

The Long-Term Bitdget

If budgeting is to serve as a basis for the rational allocation of
expenditures, two comprehensive budgets must be substituted for
the present inadequate documents: an annual budget and a long-
term budget. However, since the annual budget is merely a segment
of the long-term budget, only the latter need be discussed.

Thelong-term budget will be made up of several parts: (i) long-
term estimates of trends in problem-magnitude for the various de-
partments—distribution and concentration of burnable values
which must be protected against fire, mileage of streets which must
be kept clean, population which must be served by libraries, etc.;
(2) long-term estimates of service adequacy—that is, the level of
services which the city intends to provide its citizens, so many
acres of park per 1,000 population, a specified fire loss, etc.; (3) a
long-term work program, showing in work units the services which
will have to be provided and facilities to be constructed to achieve
the program outlined in items (i) and (2) ; and (4) a financial
program which will relate the work program to thefiscal resources
of the community.

Item (i) involves primarily factual considerations, The deter-
mination of item (2) is primarily a matter of value judgments.
Items (3) and (4), after the first two items have been determined,
become largely factual questions. Hence, it would seem to be a
legislative task to weigh (2) against (4), and to determine the
budget program. On the other hand, the legislature would need as-

i"" I will permit the city from whose budget these examples are drawn to remain
anonymous.

18 Verne B. Lewis, "Budgetary Administration in the Department of Agricul-
ture,” in John M. Gaus and Leon O. Wolcott, Public Administration and the
US Department of Agriculture (Chicago: Public Administration Service,
1941), PP- 403-462; MacMahon, Millett, and Ogden, op. cit, pp. 171-185.
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sistance in developing the factual information for (i), (2), and
(3).

Under present budgetary procedure, items (i) and (2) are sel-
dom even a part of the budget document, and the entire discussion
is carried on in terms of items (3) and (4). Furthermore, usually
a single budget plan is presented to the legislature, for its approval
or amendment. It would seem much preferable, if the necessary in-
formation were available, to present directly to the legislature the
policy issues involved in (2), and to present the legislature with
alternative budget plans, indicating the implications for policy
of increases and curtailments of expenditure. Modifications along
these lines would seem to be absolutely essential if the legislatureis
to be returned to a place of influence in the determination of public
policy.

Too often, under current practice, the basic decisions of policy
are reached by technicians in the agency entrusted with budget re-
view, without any opportunity for review of that policy by the legis-
lature. That this condition is tolerated results partly from general
failure to recognize the relative element in governmental objec-
tives." Since most legislative declarations of policy state objectives
of governmental activity without stating the level of adequacy
which the service is to reach, it is impossible for an "expert" to
reach on factual grounds a conclusion as to the adequacy of a de-
partmental appropriation. Hence, present procedures would not
seem to safeguard sufficiently democratic control over the determi-
nation of poHcy M

Progress Toward a Long-Term Budget

Public agencies have made considerable progress within the past
few years toward long-term plans that include a work program and
afinancial plan. Little progress has as yet been made toward a pro-
gram that will tell the legislator and the citizen what this program
means to him in terms of specific governmental services. Further-
19 See pp. 47-55,177, supra. Cf. Gaston Jeze, Thiorie Ginirdle du Budget (Paris:
M. Giard, 1922), pp. i-iii.

20 John Dewey has done much to develop a democratic philosophy of the relation

of expert to public. In The Public and Its Problems (p. 208) he states the es-
sential thesis of the present study.
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more, little progress has as yet been made toward estimating the cost
of maintaining governmental services at a particular level of ade-
quacy, or determining when expenditures should, in the interests
of efficiency, be turned from present channels into other, more use-
ful directions.

[llustration of a Rational Budget

As an illustration of the line of development which needs to be
pursued, the budget procedure of the California State Relief Ad-
ministration will be described briefly. The agency for severa years
employed a well designed procedure of budget estimating. One rea-
son for its successful performance of this difficult task was the
nature of its objectives.

The major task of an unemployment relief agency is to provide
aminimum level of economic security to needy families. The family
budget which the agency employs to effect its policies provides an
immediate translation of "cost” into "result" That is, it isimmedi-
ately possible to visualize what a specific expenditure means in
terms of the level of economic assistance which the agency provides.
The policy-forming body can decide how large a family budget it is
willing to authorize, and this decision can be immediately translated
into cost terms. In this way "service adequacy” is determined.

Similarly, the State Relief Administration had worked out a de-
tailed procedure for estimating over a period of time how many
cases would be eligible for assistance; that is, what the problem-
magnitude would be. With these two steps completed—the level of
service determined and the problem magnitude estimated—it was
a simple matter to develop the work budget and estimate financial
needs.

This illustration has been oversimplified to emphasize its salient
features. An unemployment relief agency must provide certain
types of service as well as cash relief. The operating expenses of
the agency have been left out of consideration adso.™ But, except
for this oversimplification and these omissions, the budget proce-
dure which has been described closely approximates the ideal of a
rational budget process.

21 Smon et al,, op. cit.
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SUMMARY

In this chapter we have seen that, in the factual aspects of deci-
sion-making, the administrator must be guided by the criterion of
efficiency. This criterion requires that results be maximized with
limited resources.

On the other hand, criteria of "correctness" have no meaning in
relation to the purely valuational elements in decision. A demo-
cratic state is committed to popular control over these value ele-
ments, and the distinction of value from fact is of basic importance
in securing a proper relation between policy-making and admin-
istration.

Improvement in the quality of decision awaits empirical research
into the production functions that relate activities to results. Our
knowledge of these functions is fragmentary at present, yet they
are indispensable as a tool of reason, without which it operates in
a factual vacuum.

The value of organization along functional lines liesin its facili-
tation of decisional processes. Functionalization is possible, how-
ever, only when the technology permits activities to be segregated
along parallel lines.

A potent device for the improvement in governmental decision-
making processes, both legislative and administrative, is the budget
document. The improvement of budgetary methods will (i) per-
mit a more effective division of labor between the policy-forming
and administrative agencies, and (2) focus attention upon the socia
production functions and their critical role in decision-making.



Chapter X

LOYALTIES AND ORGANIZATIONAL
IDENTIFICATION

THE VALUES and objectives that guide individual decisions in or-
ganization are largely the organizational objectives—the service
and conservation goals of the organization itself. Initially, these
are usually imposed on the individual by the exercise of authority
over him; but to a large extent the values gradually become "in-
ternalized" and are incorporated into the psychology and attitudes
of the individual participant. He acquires an attachment or loyalty
to the organization that automatically—i.e. without the necessity
for external stimuli—guarantees that his decisions will be consist-
ent with the organization objectives. This loyalty may itself have
two aspects: it may involve an attachment to the service goals of
the organization (what was caled in Chapter VI the "organization
objective"), and it may involve also an attachment to the conserva-
tion and growth of the organization itself.

In this way, through his subjection to organizationally deter-
mined goals, and through the gradual absorption of these goals into
his own attitudes, the participant in organization acquires an "or-
ganization personality” rather distinct from his personality as an
individual. The organization assigns to him a role: it specifies the
particular values, facts, and alternatives upon which his decisions
in the organization are to be based. For a park foreman the alterna-
tives take the form of grass-cuttings, planting, road maintenance
work, clean-up work, and so forth; the values are legiglatively and
socially determined standards of appearance, cleanliness, recreation
use-value; the facts are budgets, work methods, unit costs. The
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foreman is not ordinarily expected to give serious thought to the
alternative possibility of eliminating the park entirely, and making
asubdivision of it. Y et thispossibility may merit quite as serious at-
tention as the proper location of a flower-bed. It is not considered
because it is not his "business." »

The broader decisions in the organization determine what each
man's "business" is—what his frame of reference in decision-mak-
ing is to be. It has already been explained, in Chapter V, why the
creation of this organizational role and personality is essential to
rationality in administrative decision. By limiting the range within
which an individual's decisions and activities are to He, the organiza-
tion reduces his decisional problems to manageable proportions.

SOCIAL VERSUS ORGANIZATIONAL VALUES

When it is recognized that actual decisions must take place in
some such institutional setting, it can be seen that the "correctness”
of any particular decision may be judged from two different stand-
points. In the broader sense it is "correct” if it is consistent with
the general social value scale *—if its consequences are socially de-
sirable. In the narrower sense, it is "correct” if it is consistent with
the frame of reference that has been organizationally assigned to
the decider.

This distinction is well illustrated in the literature of what is
called "welfare economics.” ~ In a private economy, the institution
of private property permits a considerable degree of decentraliza-
tion in decision-making. It isassumed that each individual will make
his decisions in terms of the maximization othis "profit" or "util-
ity." A decision is "correct” if it achieves this maximization. But
the welfare economist evaluates decisions from another standpoint.
He wants to know the extent to which the maximization of personal
utility is compatible with the maximization of social value. When
1 Cf. Dewey, The Public and Its Problems, p. 22.
2The phrase "socia value" is not entirely a happy one, particularly in view
of the insistence upon ethical relativism in chap. iii. It is used here for lack
of a more descriptive and accurate term, and an attempt will be made below to

explain exactly what is meant.
3A. C Pigou, The Economics of Welfare (London: Macmillan & Co., 1924).
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choice is viewed from within the individual's environment, adver-
tising is explainable as a technique for increasing profit. Viewing
choice from the social viewpoint, the welfare economist questions
the social value of energies expended on advertising.*

This distinction between general social value and organizational
value leads, in turn, to a third notion of correctness—the "correct-
ness" of the organizational environment itself. That is, the social
value of the organizational structure may be determined by noting
the degree of coincidence between the organizationally correct and
the socialy correct decisions.

A private economy, for instance, is commonly justified on the
ground that a high degree of coincidence exists between the two
kinds of correctness. When it is recognized that under certain cir-
cumstances—conditions of monopoly, for instance—a. considerable
discrepancy arises, changes are demanded in the environment of
decision (trust-busting, rate regulation, or the like) that will elimi-
nate or reduce the discrepancies.

Meaning of the Phrase "Social Value*'

Theterm "social value," as used here, is best understood in terms
of a hierarchy of organizations, or social institutions, A society
establishes certain very general values through its basic institutional
structure, and attempts to bring about some conformity between
these general values and the organizational values of the various
groups that exist within it. This has already been illustrated in the
previous paragraph. In the same way, any large organization—a
business firm or a government—seeks to bring the organizational
goals of its parts—departments, bureaus, and so forth—into con-
formity with the objectives of the organization as a whole.

What is meant by "social value" here is the objectives of some
larger organization or socia structure in relation to the "organiza-
tional values' of its components. Viewed from the standpoint of
the legislative body or the citizenry, in so far as these have any
<See, for example, Elizabeth Ellis Hoji:, Consumption in Our Society (New
York: McGraw-Hill Book Co., 1938), pp. 104-105. There is no intent to assert
here that advertising is aways socialy valueless, but merely to point out that

the value of advertising to the firm does not necessarily meastu'e its value to
society.
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formulated objectives, the objectives of the Department of the
Interior or the United States Steel Corporation are organizational
objectives. Viewed from the standpoint of the Secretary of the In-
terior or the president of the steel company, the objectives of his
agency are the "social objectives' to which the organizational ob-
jectives of the component divisions and bureaus must conform.

Since it is difficult to establish subsidiary objectives that will al-
ways be consistent with the general objective, the individual who is
a member of the subsidiary organization will sometimes make de-
cisions that are consistent with the partial objective of his particular
organizational component, but inconsistent with the broader goal of
the organization as a whole. It is this problem—of reconciling the
"role-taking" that the organization imposes on individuals with the
achievement of goals transcending these particular roles®*—that pro-
vides the principal subject-matter of this chapter.

An Example of the Conflict

By way of illustration, let us consider the decision-making proc-
ess in a specific organizational setting. In California, prior to July,
1941, responsibility for the care of unemployed persons was divided
between two agencies. the State Relief Administration cared for
employable unemployed persons and their families; the county wel-
fare departments cared for unemployable unemployed persons. The
division of function was largely historical in origin and was not
supported by any very cogent reasons; but that is beside the point.

From the standpoint of the state as a whole, the objective of wel-
fare administration was to care for the unemployed and to guar-
antee them a certain minimum standard of living. It was desirable,
moreover, to accomplish this objective as efficiently as possible.
That is, once the rules of eligibility had been established and stand-
ards for the size of family budgets determined, the administrative
task was to seethat eligible persons, and only eligible persons, quali-
fied for relief; that their budgets conformed to the standards au-
thorized ; and that these ends were attained with the least possible
expenditure of funds. The State Relief Administration w"- p-c
sumably trying to accomplish this objective with its areaof ;  v-t-,
limited to employable persons, while the county welfare ¢
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ments were aiming at the same objective with their areas of activity
limited to unemployable persons.

But if these objectives are viewed organizationally, a competitive
element immediately enters into the decisions of the state and
county administrative officias, respectively. One way in which the
state agency could increase its efficiency (measured in terms of its
own limited objective, and not in terms of the objective of the state
as awhole) was to make certain that any unemployable persons on
its rolls were discovered and transferred to the county. One way in
which the county agency could increase its efficiency (measured,
again, in termsof the limited organizational objective) was to make
certain that any employable persons on its rolls were discovered and
transferred to the state.

As a result, each organization sought the relative maximization
of its own objective, and agreat deal of time, effort, and money was
spent by these agencies in attempting to shift clients from one to
the other in border-line cases. This competitive activity is entirely
understandable from the point of view of the organizational ob-
jectives of each organization, but it contributed nothing toward the
maximization of the broader social value.

It should be noted, however, that thereis nothing inevitable about
this development. Decisions are not made by "organizations" but
by human beings behaving as members of organizations. There is
no logical necessity that a member of an organization shall make his
decisions in terms of values which are organizationally limited.
Nevertheless, in example after example, we can find individuals
behaving as though the institutions to which they belong were
"economic men," aways calculating the "institutional utility," in
terms both of service and conservation goals, in each decision. How
can this phenomenon be explained ? To understand it, we must make
clear first the distinction between men's personal and organizational
decisions.

impersonality of Organisation Decisions

Barnard has very clearly pointed out that the decisions which a
person makes as a member of an organization are quite distinct
from his personal decisions:
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The system, then, to which we give the name "organization" is a
system composed of the activities of human beings. What makes these
activities a system is that the efforts of different persons are here co-
ordinated. For this reason their significant aspects are not personal.
They are determined by the system either as to manner, or degree, or
time. Most of the efforts in cooperative systems are easily seen to be
impersonal. For example, a clerk writing on a report form for a cor-
poration is obvioudy doing something at a place, on aform, and about
a subject that clearly never could engage his strictly personal interest.
Hence, when we say that we are concerned with a system of coordinated
human efforts, we mean that although persons are agents of the action,
the action is not personal in the aspect important for the study of co-
operative systems”

At a later point, Barnard shows clearly why this is so. Personal
considerations determine whether a person will participate in an
organization; but, if he decides to participate, they will not deter-
mine the content of his organizational behavior:

Every effort that is a constituent of organization, that is, every co-
ordinated cooperative effort, may involve two acts of decision. The first
is the decision of the person affected as to whether or not he will con-
tribute this effort as a matter of personal choice. It is a detail of the
process of repeated personal decisions that determine whether or not
the individual will be or will continue to be a contributor to the organi-
zation. . . . Thisact of decision is outside the system of efforts con-
stituting the organization . . . although it is, as we have seen, a sub-
ject for organized attention.

The second type of decisions has no direct or specific relation to per-
sonal results, but views the effort concerning which decision is to be
made non-personaly from the viewpoint of its organization effect and
of its relation to organization purpose. This second act of decision is
often made in a direct sense by individuals, but it is impersona and
organizational inits intent and effect. Very oftenit is also organizational
in its process, as for example in legislatures, or when boards or com-
mittees determine action. The act of decision is a part of the organiza-
tion itsalf.

This distinction between the two types of decision is frequently recog-
nized in ordinary affairs. We very often say or hear sentences smifer

6 C.|. Barnad, op. cit., p. 77.
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to this: "If this were my business, | think | would decide the question
this way—but it is not my personal affair”; or, "I think the situation
requires such and such an answer—but | am not in a position to de-
termine what ought to be done"; or "The decision should be made by
someone else." This is in effect a restatement, with a different empha-
sis, of the suggestions in Chapter V1 that a sort of dual personality is
required of individuals contributing to organization action—the pri-
vate personality, and the organization personality.*

Once the system of values which is to govern an administrative
choice has been specified, there is one and only one "best" decision,
and this decision is determined by the organizational values and
situation, and not by the personal motives of the member of the
organization who makes the decision. Within the area of discretion,
once an individual has decided, on the basis of his personal motives,
to recognize the organizational objectives, his further behavior is
determined not by personal motives, but by the demands of effi-
ciency.

There is a limit, however, to this proposition. There is an area
of acceptance within which the individual will behave "organiza-
tionally." When the organizational demands fall outside this area,
personal motives reassert themselves, and the organization, to that
extent, ceases to exist.

When a person is behaving impersonally, then, an organizational
value scale is substituted for his personal value scale as the criterion
of Mcorrectness” in his decisions. Hence, his decision may be con-
sidered as a variable, depending for its specific character upon the
particular organizational value scale which governs it.

We till do not have an answer to the question of why an individ-
ual employs one particular organizational value scale ashis criterion
of choice, rather than one or more of al the innumerableother scales
he migkt use. We can now turn our attention to this question.

ORGANIZATIONAL IDENTIFICATION

To designate the phenomenon we are discussing, we may intro-
duce the term "identification" which has already had some currency

«/bid., pp. 187-i8a
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in political theory. "ldentification" is used in psychoanalytic litera-
ture to denote a particular kind of emotional tie. Freud describes the
nature of the tie thus:

It is easy to state in a formula the distinction between an identifica
tion with the father and the choice of the father as an object. In the first
case one's father is what one would like to be, and in the second he is
what one would like to have. The distinction, that is, depends upon
whether the tie attaches to the subject or to the object of the e

Freud hypothesized, further, that identification is a fundamental
mechanism in group cohesion:

We already begin to divine that the mutual tie between members of
agroup isin the nature of an identification of this kind, based upon an
important emotional common quality; and we may suspect that this
common quality lies in the nature of the tie with the leader,®

Lasswell, presumably adopting the term from Freud, devotes an
entire chapter* to "Nations and Classes. The Symbols of Identi-
fication." Nowhere, however, does he define the term, other than
to speak of "identifying symbols like 'nation,* 'state,’ ‘class* 'race,’
‘church," " and to define a "sentiment area”’ as "the locus of those
who are mutually identified." Further, he nowhere asserts that the
underlying psychological mechanism is identical with the Freudian
concept of identification.

Meaning of Identification

To make explicit the definition of the concept which Lasswell
names, we will say that a person identifies himself with a group
when, in making a decision, he evaluates the several alternatives of
choice in terms of their consequences for the specified group. We
shall not assume that the mechanism underlying this phenomenon
is the Freudian one. In fact, in this case as in many others, the
Freudian hypothesis appears to be a greatly oversimplified one.

When a person prefers a particular course of action because it is
"good for America," he identifies himself with Americans; when

"~ Sigmund Freud, Group Psychology and the Analysis of the Ego (New Y ork:
Boni and Liveright, 1922), p. 62.

81bid., p. 66.

s H. D. Lasswell, World Politics and Personal Insecurity (New York: Wh "*--J-T
House, 1935), pp. 29-51. The quotations are from p. 7.
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he prefers it because it will "boost business in Berkeley," he identi-
fies himself with Berkeleyans. A person is said to act from "per-
sonal" motives when his evaluation is based upon an identification
with himself or with his family.

The group with which a person identifies himself can be char-
acterized by the geographical areawhich it inhabits, its economic or
social status in the society, and any number of other criteria. The
"nation" is an example of geographical identification; the "pro-
letariat" and "women" are examples of economic and socia identi-
fication symbols. Examples of identifications which are important
to our political institutions may be found in the literature on legisla-
tive processes and pressure groups."

The identification of the individual may be either with the organi-
zation objective or with the conservation of the organization. For
example, a person making a decision can identify himself with the
function or objective of education—he can evaluate all alternatives
in terms of their effect upon education. On the other hand, he may
identify himself with a particular educational organization—he may
resist the transfer of certain recreational functions from a school
department to a park department—and seek the conservation and
growth of that organization. As pointed out in Chapter VI, two
types of organizational loyalty must be distinguished, correspond-
ing to these two kinds of identification.

These identifications with grouj. or with function are such an
all-pervasive phenomenon that one cannot participate for fifteen
minutes in political or administrative affairs, or read five pages in
an administrative report, without meeting examples of them.

Newspapers carry frequent illustrations of such identifications.
Following is a brief news item about the California highway
system:

Cadlifornia can hardly think of spending $150,000,000 to bring its
highways up to military standards when the network of rural roads is
serioudly in need of reconstruction. State Highway Engineer Charles
H. Purcell said today.

10 Cf. E. Pendleton Herring, Group Representation Before Congress (Baltimore:
Johns Hopkins Press, 1929), pp. 1-12. and passim, and H. D. Lasswell, Palitics:
Who Gets What, When, How (New York: McGraw-Hill Book Co., 1936), pp.
1-28, 29-51, 12°-232.
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Purcell told a legidative interim committee the chief concern of the
State Division of Highways was how to obtain the $442,500,000 re-
quired to make the rural roads adequate to carry normal civilian traf-
fic inthe next ten years.

If the War Department wants some 5,887 miles of Californias stra-
tegic highways improved to its standards, the State engineer declared,
it was the "primary responsibility™ of the Federal Government to ad-
vance the money. The same highways system, he added, is considered
adequate for civil use™

The Highway Engineer apparently conceives it to be his function
to choose between competing possibilities for highway construction
in terms of the value of "civiHan need" rather than the value of
"military need" or some composite of both values. He further im-
plies in his statement that, when funds are spent through a state
agency, values to the state are to be given aweight in the decisions
for allocating these funds, while values which may diffuse across
state boundaries are not to be considered. Neither criticism of, nor
agreement with, this position is intended here. The points to be
noted are that the Engineer's judgments are consequences of his
organizational identifications, and that his conclusions can be
reached only if these identifications be assumed.

The hearings before the House Committee on Appropriations of
the United States Congress are a fertile source of illustrations of
the phenomenon of identification. The following example will suf-
fice:

Mr. Oliver: That, of course, is all worth-while service, but how do
you fed you are accomplishing practical, concrete results from the
studies and surveys you are making in the different directions referred
to?

Miss Anderson: Well, that is very difficult to say, because it is in-
tangible in a way.

Mr. Oliver: In other words, it is information which, of course, either
the States or some organizations in the States should take up, and
acting on the suggestions you make, provide some remedy or relief?

Miss Anderson: Yes. For instance, take the State of Connecticut-
There has been a great deal of information given to the State of Coa-

11 Oakland (Calif.) Tribune, Oct. 13, 194i-
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necticut, and | have no doubt that the information that we gave them
on these conditions, and what they have followed up themselves since,
will manifest itsef in certain legidation in the next session of their
legislature.

Mr. Oliver: Now, why should not the States undertake to collect
that information? Why should they be expected to send to Washington,
many, many miles away, and call on the Federal Government to collect
information which is much more readily available to them and to their
own officids?

Miss Anderson: The Labor Department in only one or two States in
the country are able to collect that material themselves. They have not
set up that kind of investigational organization.

Mr. Oliver: Is not this true: So long as the Federal Government
willingly responds to requests of that character—and it appears from
your statement that each year you are being cdled on to become active
in a new field—just so long as ready response is made to requests, the
States will decline to do that which primarily should devolve upon
them?

A little later in the dialogue the Congressman adds:

Mr. Oliver: How long, in times like these, should we continue to
render a service of that character for the States which all seem to con-
cede is primarily a duty devolving on the State? ™M

It is clear that although the Congressman states his first argu-
ment in terras of efficiency, the real issue in his mind is an organiza-
tional one. An activity which might be of legitimate value if pursued
by a State isto be valued less highly if pursued by a Federal agency
because it "is primarily a duty devolving on the State." We will for-
give the Congressman the supreme illogic of his qualifying phrase
"intimes likethese." It is significant, however, that hisillogic, quite
Bs much as hislogic, stems from an organizational identification.

The Psychology of Identification

No single or simple mechanism is likely to explain realistically
the phenomenon of identification. Some of the contributory factors
may be enumerated:

12 U.S. Congress, Subcommittee of House Committee on Appropriations, Hear -
ing on Department of Labor Appropriation Bill for 1934 (Washington: Govern-
ment Printing Office, 1933). pp. 74-76.
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1, Personal Interest in Organizational Success. The decision
which is made in terms of organizational values is, to that extent,
impersonal; but attachment to the organization derives from per-
sonal motives. The individual is willing to make impersonal organ-
izational decisions because a variety of factors, or incentives, tie
him to the organization—"his salary, prestige, friendship, and many
others.

Many of these personal values are dependent not only on his con-
nection with the organization, but also on the growth, the prestige,
or the success of the organization itself. His salary and his power
are both related to the size of the unit that he administers. Growth
of the organization offers to him and to his employees salary in-
creases, advancement, and opportunity to exercise responsibility. A
large budget will enable him to undertake activities and services
which will excite the interest and admiration of his professional
peers in other organizations. Consequently, these motives lead to
an identification with conservation goals.

Conversely, failure of the organization, or curtailment of its
budget, may mean salary reduction, loss of power, or even
unemployment to the administrator. At the very least it forces
on him the unpleasant duty of dismissing personnel and seri-
ously impairs the incentive of possible advancement for his
subordinates.

2. Transfer of Private-Management Psychology. The private
segment of our economy operates on the assumption that manage-
ment will make its decisions in terms of profit to the individual busi-
ness establishment. This institutional psychology of choice may
easily be carried over to the public segment of the economy through
lack of recognition of the fundamental differences in the assump-
tions that underlie these two segments. The executive who is ac-
customed to thinking in terms of "my" business, is apt to think in
terms of "my" county, or "my" department. Again, this motive
would lead primarily to identification with conservation rather than
with particular organization objectives. These same attitudes may
be present in persons who, while they never have had admit. ~ ' itive
responsibility in the private segment of the economy, have ;.;).-1-L«d
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these notions from a predominantly private-economy cultural en-
vironment.A*

It would be an interesting subject of research to determine the
extent to which private-management attitudes persist in a commu-
nistic economy like that of Soviet Russia. It would be extremely
difficult, however, to separate this factor from the elements of per-
sonal motivation which would continue to bind the individual to
the organization even in a nationalized economy.

The illustration drawn from the administration of public welfare
in the state of California™* is a good example of the consequences
which flow from a "private" conception of organizational efficiency.
So zealous were the state and county agencies, respectively, in re-
jecting clients who were the "responsibility" of the other that it
proved politically impossible in most counties of the state to set up
an impartial medical board to pass on the employability of doubtful
cases.

3. Pocus of Attention. A third element in the process of identifi-
cation is the focusing of the administrator's attention upon those
values and those groups which are most immediately affected by the
administrative program. When an administrator is entrusted with
the task of educating Berkeley's children, he is likely to be more
clearly aware of the effect of any particular proposal upon their
learning, than of its possible indirect effects upon their health—and
vice versa. He identifies himself, then, with the organization ob-
jective.

Itis clear that attention may narrow the range of vision by select-
ing particular values, particular items of empirical knowledge, and
particular behavior alternatives for consideration, to the exclusion
of other values, other knowledge, and other possibilities. Identifi-
cation, then, has afirm basis in the limitations of human psychology
in coping with the problem of rational choice.

13 Several individuals who read an earlier draft of this study questioned the
existence of this transfer of private-management psychology. The writer knows
of no available empirical evidence that would definitely prove or disprove the
existence of such a transfer. He can only say that the hypothesis that such exists
seems plausible to him, and that both the existence.of the transfer and its im-
portance if it does exist would be very fruitful objects of empirical mvestigation.
le* See pp. i20i-202, supra.
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From this point of view, identification is an important mechanism
for constructing the environment of decision. When identification
is faulty, the resulting discrepancies between socia and organiza-
tional values result in aloss of social efficiency. When the organi-
zational structure is well conceived, on the other hand, the process
of identification permits the broad organizational arrangements to
govern the decisions of the persons who participate in the structure.
Thereby, it permits human rationality to transcend the limitations
imposed upon it by the narrow span of attention.™

An example of the manner in which the focus of attention of par-
ticipants in an administrative structure is determined by their posi-
tion in the structure came to the author's attention while he was
making a study of the administration of recreation activities in
Milwaukee. The playgrounds in that city had been constructed by.
the Playground Division of the Department of Public Works, but
activities on the grounds were supervised by the Extension Depart”®
ment of the School Board. Maintenance of the grounds had also
been turned over to the latter agency, and there was some belief
that maintenance was inadegquate.

It is understandable that the Extension Department, suddenly con-
fronted with vast new financia obligations by the expansion of physi-
cd facilities, should attempt to minimize cost of maintenance so as not
to divert funds from supervisory activities. The fact that the early con-
struction work was highly experimental has resulted in maintenance
costs beyond original expectations. It is likewise understandable that
the Playground Division, whose work has been the construction of
physical facilities, should consider it a fase economy to inadequately
provide for the maintenance of those facilities.

There has been a difference in emphasis, for example, as to the place
of landscaping in the playground design. The Playground Division has
stressed the importance of proper landscaping in affecting public atti-
tudes toward playgrounds. It has insisted that the playground should
be an asset to the appearance of the neighborhood.

The Extension Department spent the first ten years of its existence
working with the meagerest physica facilities. The playgrounds were

"5 Seechap, v, pp. 100102, Karl Manhem {op. cit., pp. 52-57, 290) has empha:
Szed thissame paint.
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for the most part hot and dusty with no thought of landscaping. From
those ten years of experience the Department learned that the success
of a playground depends primarily upon leadership rather than upon
physical plant.

Each department understands fully that both objectives are desirable,
and to a certain extent necessary, in the administration of a successful
program. The question is not "which" but "how much," and sinceit is
the Extension Department which has diarge of the funds maintenance
activities have suffered to a certain degree™

Identification and Adeqgiiacy

One of the most common consequences of functional identifica-
tion is a failure to balance costs against values in making adminis-
trative decisions. The accomplishment by an administrative
program of its organizational goals can be measured in terms of
adequacy (the degree to which its goals have been reached) or of
efficiency (the degree to which the goals have been reached relative
to the available resources). To use a very crude example, the ade-
quacy of the recent war production program would be measured in
terms of the size and equipment of the armed force put into the
field; its efficiency in terms of a comparison of the production actu-
aly attained with what could have been attained with a best use of
national resources. American war production turned out to be of
a high degree of adequacy; whether it was efficient is quite another
guestion.

The tendency of an administrator who identifies himself with a
particular goal isto measure his organization in terms of adequacy
rather than efficiency.M" It is not always recognized by these special-
ists that there is absolutely no scientific basis for the construction
of so-caled "standards of desirable service" or "standards of mini-
mum adequate service" for a particular function, until it is known
what this service will cost, what resources are available for financing
i« Herbert A. Simon, "Administration of Public Recreational Facilities in
Milwaukee," unpublished manuscript, 1935, p. 38.
1~ Since, as pointed out in chap, vi, such identifications are more frequent in
public administration than in the administration of commercial enterprises, the

problem discussed in this section is primarily (but not entirely) a problem of
public administration.

ORGANIZATIONAL IDENTIFICATION 213

it, and what curtailment in other services or in private expenditures
would be required by an increase in that particular service.

What annual report is ever published which does not include some
such recommendation as the following:

The chief and very urgent recommendation at the close of this fiscal
year is for an increase in gaff. Thisis especially necessary in the Mini-
mum Wage Division, the work of which has increased enormously
since the Supreme Court decision validated minimum-wage |egislation.
Many States sill in the early stages of wage-law administration are
looking to the Women's Bureau for help in organization, in securing
the necessary wage and hour data, and in the all-important work of
bringing uniformity into the setting of rates and the practice of en-
forcement. Frequent visits to the States, and meetings in Washington
of State officids, are necessary. The gaff of this Division must be in-
creased, as it is not able to meet al the demands upon it *

That is the universal administrative plaint. "The budget is in-
adequate." Now, between the white of adequacy and the black of
inadequacy lie all the shades of gray which represent degrees of
adequacy. Further, human wants are insatiable in relation to human
resources. From these two facts we may conclude that the funda-
mental criterion of administrative decision must be a criterion of
efficiency rather than a criterion of adequacy. The task of the admin-
istrator is to maximize social values relative to limited resources.**

If, then, the process of identification leads the administrator to
give undue weight to the particular social values with which he is

i«U.S. Department of Labor, 25th Annual Report of the Secretary, Fiscal Year
Ended Jime 30, 1937 (Washington: Government Printing Office, 1937)t P- 136-
19 Wc must not commit the opposite error of making budget decisions in terms
of economy—that is, reduction of expenditures without regard to service. This
seems to be the fundamental objection to entrusting undue influence in budget
matters to a controllership or treasury agency as recommended, for instance,
by the British Machinery of Government Committee: "On the whole, experience
seems to show that the interests of the taxpayer cannot be left to the spending
Departments; that those interests require the careful consideration of each item
of public expenditure in its relation to other items and to the available resources
of the State, as well as the vigilant supervision of some authority not directly
concerned in the expenditure itself; and that such supervision can be most naturally
and effectively exercised by the Department which is responsible for raising the
revenue required." (Great Britain, Ministry of Reconstruction, Report of the
Machinery of Government Committee, Cd. 9230 [London: H.M. Stationery Of-
fice, 1918, reprinted 1925], pp. 18-19.)
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concerned, he is in no position, psychologicaly speaking, to make
a satisfactory decision as to the amount of money which should be
alocated to his function, or as to the relative merits of his claims
upon public funds, as compared with the claims of competing
umts.2o0

Budgetary procedures are the most important means of trans-
lating questions of adequacy into questions of efficiency. The budg-
et, first of al, forces a simultaneous consideration of al the com-
peting claims for support. Second, the budget transports upward in
the administrative hierarchy the decisions as to fund allocation to
a point where competing values must be weighed, and where func-
tional identifications will not lead to a faulty weighting of values.

MODIFYING IDENTIFICATIONS THROUGH ORGANIZATrON

It would seem that a major problem in effective organization is
to specialize and subdivide activities in such a manner that the psy-
chological forces of identification will contribute to, rather than.
hinder, correct decision-making.

20 The importance of "location" to the psychology of the administrator is ac-
cepted, even in lay circles, as a natural attribute of institutional thought. This
is humorously, but convincingly, illustrated by an incident reported in the gossip
column of the San Francisco News, Feb. 12, 1942. The item refers to the San
Francisco Utilities DepaTtment, which controls the city's Water Department and
the Hetch Hetchy Power development as well as other local utilities:

"While Utilities Manager Cahill was Jn Washington for 10 days that lasted
a month, Nelson Eckart, head of the Water Department, filled his own job, the
top Hetch Hetchy post of the late A. T. McAfee, and Cahill's overall job, too.
Forrest Gibbon, executive secretary, had to tell who he was by the hat he was
swearing.

"On CahiU's return, Eckart's first words were, 'Here's the key to the powder
house, here's the aspirin bottle, | quit/ But it was some days before Cahill dis-
covered all the triple-perscmality kinks which had brought Eckart to the brink
of madness. He discovered, in fact, a letter Waterman Eckart had written ask-
ing money for more water-vrorks, another letter Hetch Hetchy Eckart had writ-
ten asking for more HH dough, and a final letter Acting Utilities Manager
Eckart had written denying both of his own requests. Naturally, Cahill asked
swhat the devil.

"'From up here,’ Eckart explained, 'things don't look the same as they do
from down there."

Thomas Becket seems to have been a highly institutionalized personality—
his loyalties shifting with his office See his biography in the Bncyclopadia
Britannica, nth Ed. (Vol. Ill, p. 609), where his relations to Henry |l are ex-
plained in institutional terms.
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Modes of Specialization

The way in which activities are subdivided in the organization
will have a major influence on identification. The administrative
segregation of a function will be satisfactory to the extent that (i)
the activities involved in the performance of the function are in-
dependent of the other activities in the organization, (2) indirect
effects of the activity, not measurable in terms of the functional ob-
jective, are absent, and (3) itispossibleto set up lines of communi-
cation which will bring to the unit responsible for the performance
of the function the knowledge necessary for its successful execu-
tion.

All three of these aretechnical and factual questions. This means
that any attempt to devise an administrative organization for carry-
ing on a service by means of an armchair analysis of the agency's
function into its component parts is inherently sterile. Yet a large
part of the administrative research, so called, which has been car-
ried on in the last generation is exactly of this nature.

Allocation of the Decision™Making Function

To the extent that identifications modify decisions, the effective
allocation of decision-making functions must take these identifica-
tions into consideration.

If any basic principle governs this allocation, it is that each
decision should be located at a point where it will be of necessity
approached as a question of efficiency rather than a question of
adequacy. That is, it is unsound to entrust to the administrator re-
sponsible for a function the responsibility for weighing the im-
portance of that function against the importance of other functions.
The only person who can approach competently the task of weigh-
ing their relative importance is one who is responsible for both or
neither.

This presupposes, however, that persons will identify themselves
with their organizational units. While we have indicated that there
are a number of factors making for such identification, it should
not be supposed that it is ever complete or consistent. The adminis-
trator who is faced with a choice between social and organizational
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values usually feds a twinge of conscience, stronger or weaker,
when he puts organizational objectives before broader social ones.
There is no inevitability in any particular identification.

It might be hoped, then, that it would be feasible to broaden, to
some degree, the area of identification which governs the adminis-
trator's decisions. Steps might be taken to transfer allegiance from
the smaller to the larger organizational units, and from the nar-
rower to the broader objectives. To the extent that this is achieved,
the precise location of decision-making functions is of less im-
portance.

Lord Haldane's Committee deplored what they caled the traditional
attitude of antagonism between the Treasury and the other depart-
ments. | do not know mysdf that | have been particularly conscious of
it, but there is no doubt that in many departments there are individuals
who seem to believe in the Russian proverb, "Whose bread | eat his
songs | sing,” and who think it is incumbent upon them as members
of a particular department to show what they conceive to be their
loydlty to that department by supporting it, right or wrong. Such a
view | believe to be a thoroughly mistaken one. The loyalty of every
citizen in the State is to the country at large. It is the country's bread
that he eats, not the bread of the Ministry of Health or the Depart-
ment of Agriculture, or the Exchequer and Audit Department. If he
finds something which he thinks it is in the interest of the country to
point out, he ought not to be deterred from doing his plain duty by the
feeling that he might be didiked in his own department or might preju-
dice his personal advancement. That, of course, is still more true when
you take departments collectively, and when you get one department
very jealous of another department, very angry if there is any poaching
on its preserves, upon which follow barren interminable interdepart-
mental correspondenceM

Here clearly, is the end to be aimed at; but it will take more than
hope and preaching to reach it. If personal motives, private-business
attitudes, and limitations of the span of attention are the factors
making for narrow organizational identifications, then any attempt
to weaken such identifications, or to transfer them, must modify

21 Henry Higgs, "Treasury O>ntrol," Journal of Public Administration, 2:129
(Apr., 1924).
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these same factors. Loyalty to the larger group will result when
loyalty to that group is rewarded even in conflict with loyalty to the
smaller group. Loyalty to the larger group will result when the dis-
tinction is clearly understood between the private-economy and pub-
licceconomy modes of thought. Loyalty to the larger group will
result when administrative situations are understood in terms of
efficiency rather than adequacy.

Psychological Types in Decision

These considerations suggest that a very fundamental classifica-
tion of administrative types might be developed in terms of the
variant thought-processes underlying decision. The development of
this theme would carry us too far afield from our main topic, but a
few remarks may serve by way of illustration.

Observation indicates that, as the higher levels are approached in
administrative organizations, the administrator's "internal” task
(his relations with the organization subordinate to him) decreases
in importance relative to his "external" task (his relations with
persons outside the organization). An ever larger part of his work
may be subsumed under the heads of "public relations" and "pro-
motion." The habits of mind characteristic of the administrative
roles at the lower and higher levels of an organization undoubtedly
show differences corresponding to these differences in function.

At the lower levels of the hierarchy, the frame of reference within
which decision Is to take place is largely given. The factors to be
evaluated have already been enumerated, and al that remains is to
determine their values under the given circumstances. At the higher
levels of the hierarchy, the task is an artistic and an inventive one.
New values must be sought out and weighed; the possibilities of new
administrative structures evaluated. The very framework of refer-
ence within which decision is to take place must be constructed.

It is at these higher levels that organizational identifications may
have their most serious consequences. At the lower level, the identi-
fication is instrumental in bringing broad considerations to bear on
individual situations. It assures that decisions will be made respon-
sibly and impersonally. At the higher levels, identifications serve to
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predetermine the decision, and to introduce among its assumptions
unrecognized and unverified valuations.

SUMMARY

In this chapter we have examined a speciaHzed but fundamentally
important element in the psychological environment of decision—
namely, the element of identification. ldentification is the process
whereby the individual substitutes organizational objectives (serv-
ice objectives or conservation objectives) for his own aims as the
value-indices which determine his organizational decisions.

Through identification, organized society imposes upon the in-
dividual the scheme of social values in place of his personal mo-
tives. An organizational structure is socialy useful to the extent
that the pattern of identifications which it creates brings about a
correspondence between social value and organizational value.

The psychological bases of identification are obscure, but seem to
involve at least three elements. personal interest in institutional
success, a transfer to public agencies of a private-management phi-
losophy, and limitations upon the area of attention which, prevent
more than a restricted sphere of values from coming within its
purview-

The principal undesirable effect of identification is that it pre-
vents the organized individual from making correct decisions in
cases where the restricted area of values with which he identifies
himself must be weighed against other values outside that area.
The organization structure must be designed, and decisions allo-
cated within it, so as to minimize the decisional bias arising from
this cause. Two important applications may be mentioned. To avoid
biases of identification, budget decisions must be made at a point in
the organization where they will be viewed from a standpoint of
efficiency rather than adequacy—that is, where the real alternatives
of cost as well asvalue are posed. Likewise, the success of functional
specialization will depend, in part, on the absence of value-conse-
quences that lie outside the area of functional identification, for the
presence of such consequences will introduce serious biases into de-
cision.
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If identification is highly useful in depersonalizing choice within
an organization and enforcing social responsibility, it may be equally
harmful if it coloirs and distorts the decisions that precede the es-
tablishment of the organizational structure itself. The construction
of socialy useful organizations requires an unprejudiced assess-
ment of all the values involved. Prejudice is bound to enter if the
assessor's judgment is warped by his identifications. Hence, the
personal loyalty to organizational values which is generally so use-
ful an aspect of behavior in an organization may be correspondingly
harmful when encountered in the fields of invention and promo-
tion, that is, in the tastes of the administrator at the higher levels
of the hierarchy.



Chapter Xl

THE ANATOMY OF ORGANIZATION

IT IStime now to draw the threads of discussion together, and to see
whether they weave any pattern for administrative organization.
The reader may wish, first of all, to review Chapter X, which gives
something of an overview of the topics that have been taken up
thus far.

In the present chapter, as in previous ones, no attempt will be
made to offer advice as to how organizations should be constructed
and operated. The reader has been warned before that this volume
deals with the anatomy and physiology of organization and does
not attempt to prescribe for the ills of organization. Itsfieldis or-
ganizational biology, rather than medicine; and its only claim of
contribution to the practical problems of administration is that
sound medical practice can only be founded on thorough knowledge
of the biology of the organism. Any prescriptions for administra-
tive practice will be only incidental to the main purpose of descrip-
tion and analysis.

The central theme around which the analysis has been devel-
oped is that organization behavior is- a complex network of de-
cisional processes, al pointed toward their influence upon the
behaviors of the operatives—those who do the actual "physical"
work of the organization. The anatomy of the organization is to
be found in the distribution and allocation of decision-making
functions. The physiology of the organization is to be found in
the processes whereby the organization influences the decisions
of each of its members—"supplying these decisions with their
premises,
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THE PROCESS OF COMPOSITE DECISION

It should be perfectly apparent that almost no decision made in
an organization is the task of a single individual. Even though the
final responsibility for taking a particular action rests with some
definite person, we shall always find, in studying the manner in
which this decision was reached, that its various components can be
traced through the formal and informal channels of communica-
tion to many individuals who have participated in forming its prem-
ises. When al of these components have been identified, it may ap-
pear that the contribution of the individua who made the formal
decision was a minor one, indeed.®

We may see the treasurer of a corporation &fix his signature to a
contract whereby the corporation borrows a sum of money to finance
aparticular project. The treasurer evidently has authority to make this
decision for the organization and to commit the organization to it; but
what steps preceded his decision? Perhaps the chief engineer (acting,
no doubt, on information and analyses communicated to him by his
subordinates) decides that for the adequate operation of atechnologica
system there should be a particular structure that his department has
designed at an anticipated cost of five hundred thousand dollars. The
general manager to whom he reports does not object to the proposal
from the technological standpoint, but doubts that its value is sufficient
to justify so large an expenditure; but before making a decision he
consults the president or some members of the board as to their will-
ingness to approve the risk of additional investment, as to the feasi-
bility of financing, and as to the time of financing. This results in a
decision to ask for arevision and curtailment of the proposal, and plans
are redrafted in the engineering department to reduce the cost to four
hundred thousand dollars. The proposal is then formally drawn up,
approved by the chief engineer and the officers, and presented to the
board. The questions then are: should the project be approved, and
how should it be financed? It is approved, but it is suggested that in
view of the danger of error of estimate, financing to the amount of four
hundred fifty thousand dollars should be sought because otherwise the

11 am inddoted to Mr, Bamniad, through correspondence, both for the term
"compadte deddon” ad for the particular example of compadte dedson that
is gven here. The reader can undoubtedly supply many comperaile examples

5rom his ovm organizational experience.
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financial position of the company would be embarrassed if the cost
should exceed four hundred thousand. Then, after much discussion, it
is decided to finance by means of a mortgage loan at an interest rate
not exceeding a certain amount, preferably placed with Company X,
and the officers are authorized by the board of directors to proceed.
Company X, however, when consulted is not interested in the proposal
a the interest rate suggested and on examination of the plans thinks
the engineering aspects cal for revision. The matter goes through the
same process again, and so on.

In the end, the officer making the final negotiation or signing the
contract, though appearing to decide at least the major questions,
is reduced almost to performing a ministerial function. The major
decisions were made neither by the board nor by any officer, nor
formally by any group; they evolved through the interaction of
many decisions both of individuals and by committees and boards.
No one man is likely to be aware of all the decisions entering into
the process or of who made them, or of the interaction through a
period of time that modified decisions at one point and another.
That decision is aimost always a composite process of this sort will
beillustrated further in alater section of this chapter that deals with
the planning process.

From the standpoint of process, it is useful to view composite de-
cision from the standpoint of the individual who makes a decision,
in order to see (a) how much discretion is actually left him, and (b)
what methods the organization uses to influence the decisional prem-
ises he selects.

The Degrees of Influence

Influence is exercised in its most complete form when a decision
promulgated by one person governs every aspect of the behavior of
another. On the parade ground, the marching soldier is permitted
no discretion whatsoever. His every step, his bearing, the length of
his pace are al governed by authority. Frederick the Great is re-
ported to have found the parade-ground deportment of his Guards
perfect—with one flaw. "They breathe," he complained. Few other
examples could be cited, however, of the exercise of influence in
unlimited form.
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Most often, influence places only partial limits upon the exercise
of discretion. A subordinate may be told what to do, but given con-
siderable leeway asto how he will carry out the task. The "what" is,
of course, a matter of degree, and may be specified within narrower
or broader limits. A charter which states in general terms the func-
tion of a city fire department places much less severe limits upon
the discretion of the fire chief than the commands of a captain at
the scene of a conflagration place on the discretion of the firemen.

A realistic analysis of influence in general and authority in par-
ticular must recognize that influence can be exercised with al de-
grees of specificity. To determine the scope of influence or authority
which is exercised in any concrete case, it is necessary to dissect the
decisions of the subordinate into their component parts, and then
determine which of these parts are determined by the superior and
which are left to the subordinate's discretion.

In Chapter 111 it was shown that a rational decision can be viewed
as a conclusion reached from premises of two different kinds: value
premises and factual premises. Given a complete set of value and
factual premises, there is only one decision which is consistent with
rationaHty. That is, with a given system of values, and a specified
set of alternatives, there is one alternative that is preferable to the
others.

The behavior of arational person can be controlled, therefore, If
the value and factual premises upon which he bases his decisions
are specified for him. This control can be complete or partial—all
the premises can be specified, or some can be left to his discretion;
Influence, then, is exercised through control over the premises of
decision. It is required that the decisions of the subordinate shall be
consistent with premises selected for him by his superior. The .scope
of authority, and conversely the scope of discretion, are determined
by the number and importance of the premises which are specified,
and the number and importance of those which are left unspecified.

As pointed out previously, discretion over value premises has a
different logical status from discretion over factual premises. The
latter can always be evaluated as "right" or "wrong" in an objective,
empirical sense. To the former, the terms "right" and "wrong" do
not apply. Hence, if only factual premises are left to the subordi-
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nate's discretion, there is, under the given circumstances, only one
decision which he can "correctly"'reach. Onthe other hand, if value
premises are left to the subordinate's discretion, the "correctness"
of a decision will depend upon the value premises he has selected,
and there is no criterion of right or wrong which can be applied to
his selection.

When it is admitted that authority need extend to only a few of
the premises of decision, it follows that more than one order can
govern a given decision, provided that no two orders extend to the
same premise. An analysis of almost any decision of a member of
a formal organization would reveal that the decision is responsive
to a very complex structure of influence.

Military organization affords an excellent illustration of this. In
ancient warfare, the battlefield was not unlike the parade ground.
An entire army was often commanded by a single man, and his
authority extended in avery complete form to the lowest man in the
ranks. This was possible because the entire battlefield was within
range of a man's voice and vision, and because tactics were for the
most part executed by the entire army in unison.

The modern battlefield presents a very different picture. Author-
ity is exercised through a complex hierarchy of command. Each
level of the hierarchy leaves an extensive area of discretion to the
level below, and even the private soldier, under combat conditions,
exercises a considerable measure of discretion.

Under these circumstances, how does the authority of the com-
mander extend to the soldiers in the ranks? How does he limit and
guide their behavior ? He does this by specifying the general mission
and objective of each unit on the next level below, and by determin-
ing such elements of time and place as will assure a proper coordi-
nation among units. The colonel assigns to each battalion in his
regiment its task; the major, to each company in his battalion; the
captain, to each platoon in his company. Beyond this, the officer
does not ordinarily go. The internal arrangements of Army Field
Service Regulations specify that "an order should not trespass upon
the province of a subordinate. It should contain everything beyond
the independent authority of the subordinate, but nothing more.” *
2 US Army Field Service Regulations, 1933, p. 7.
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So far as fidd orders go, then, the discretion of an officer is
limited only by the specification of the objective of his unit, and
its general schedule. He proceeds to narrow further the discretion
of his subordinates so far as is necessary to specify what part each
subunit is to play in accomplishing the task of the unit.

Does this mean that the discretion of the officer is limited only by
his objective or mission? Not at all. To be sure, thefield order does
not go beyond this point. It specifies the what of his action. But the
officer is aso governed by the tactical doctrine and general orders
of the army which specify in some detail the how. When the cap-
tain receives field orders to deploy his company for an attack, he is
expected to carry out the deployment in accordance with the ac-
cepted tactical principles inthe army. Inleading his unit, he will be
held accountable for the how as well as the what.

When we turn our attention, finally, to the man who carries out
the army's task—the private soldier—we see that a great mass of
influences bear upon the decisions which he makes. The decision
that he will participate in an attack may have been made by a divi-
sional, or even a corps, commander. His precise geographical
location and place in the attack will be determined with ever increas-
ing degrees of specificity by general, colonel, major, captain, lieu-
tenant, sergeant in turn. But that is not all The plan of attack which
the captain determines upon will be a result not only of the field
orders he receives, but aso of the tactical training he has received,
and.his intelligence of the disposition of the enemy. So also the
private, as he moves forward to the attack in the skirmish line, must
thenceforth rely more and more upon the influences of his training
and indoctrination.

To understand the process of decision in an organization, it is
necessary to go far beyond the on-the-spot orders that are given by
superior to subordinate. It is necessary to discover how the subordi-
nate is influenced by standing orders, by training, and by review of
his actions. It is necessary to study the channels of communicaticv.
in the organization in order to determine what information reaches
him which may be relevant to his decisions. The broader the sphere
of discretion left to the subordinate, the more important become
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those types of influence which do not depend upon the exercise of
formal authority.

The Modes of Influence

The ways in which the organization brings its influence to bear
on the decisions of the individual have been enumerated in Chap-
ter 1. The "external” influences include authority, advice and in-
formation, and training. The "internal" influences include the
criterion of efficiency and organizational identifications. Each of
these has been discussed at length in preceding chapters, and that
discussion does not need repetition here.

It is a fundamental problem of organization to determine the ex-
tent to which, and the manner in which, each of these forms of in-
fluence isto be employed. To avery great extent, thesevarious forms
of influence are interchangeable, a fact that is far more often appre-
ciated in small than in large organizations.

The simplest example of this is the gradual increase in discretion
that can be permitted to an employee as he becomes familiar with his
job. A secretary learns to draft routine correspondence; a statistical
clerk learns to lay out his own calculations. In each casetraining haf
taken the place of authority in guiding the employee's decisions.

"Functional supervision" often takes the form of advice rathei
than authority. This substitution of advice for authority may prove
necessary in many situations in order to prevent conflicts of author-
ity between Hne officers, organized on a geographical basis, and ex-
perts organized on a functional basis.

To the extent to which these forms of influence supplement, or
are substituted for, authority, the problem of influence becomes one
of internal education and public relations. Following is an example
of this kind of influence:

To the administration of a big department, the staff of the depart-
ment themselves constitute a kind of inner "public,” the right orienta-
tion of whose attitudes to each other in their mutual office contacts,
in the inevitable absence of the direct personal touch which secures
it in a small organization, would seem prima facie to cdl for just the
same kind of attention, the same "practical psychology” or "salesman-
ship,” as their attitude to members of the outside public. . ..
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Consider, for example, the machinery for preparing officid instruc-
tions to the gaff. . . . Do not officid instructions tend to be drafted
too rationaligtically ? Is not the draftsman'’s attention often concentrated
too exclusively on framing a logical statement setting accurately and
comprehensively what ought to be done? . . . But after dl, the
primary object of an instruction is not to be admired by critica
specidists in the same office; an instruction is intended to be acted on,
and that by people who are as a rule neither critical, nor specialists,
nor in the same office—in other "yords, to produce such an impression
on the ultimate recipient that on receiving it, he will forthwith proceed
to do what is required of him.'

Administrators have increasingly recognized in recent years that
authority, unless buttressed by other forms of influence, is rela-
tively impotent to control decision in any but a negative way. The
elements entering into al but the most routine decisions are so
numerous and so complex that it is impossible to control positively
more than a few. Unless the subordinate is himself able to supply
most of the premises of decision, and to synthesize them adequately,
the task of supervision becomes hopelessly burdensome.

When viewed from this standpoint, the problem of organization
becomes inextricably interwoven with the problem of recruitment.
For the system of influence which can effectively be used in the or-
ganization will depend directly upon the training and competence
of the employees at the variotis levels of the hierarchy. If awelfare
agency can secure trained social workers as interviewers and case
workers, broad discretion can be permitted them in determining
eligibility, subject only to a sampling review, and a review of par-
ticularly difficult cases.

If trained workers can be obtained only for supervisory positions,
then the supervisors will need to exercise a much more complete
supervision over their subordinates, perhaps reviewing each deci-
sion, and issuing frequent instructions. The supervisory problem
will be correspondingly more burdensome than in the first example,
and the effective span of control of supervisors correspondingly
narrower.

3H. Townshend, "Practical Psychology' in Departmenta Organization,"
Journal of Public AdmiHtstration, 12:66.
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Likewise, when an organization unit is large enough to retain
within its own boundaries the specialized expertise that is required
for some of its decisions, the need for functional supervision from
other portions of the organization becomes correspondingly less.
When a department can secure its own legal, medical, or other ex*
pert assistance, the problems of functional organization become
correspondingly simpler, and the lines of direct authority over the
department need less supplementation by advisory and informa-
tional services.

Hence, problems of organizaton cannot be considered apart from
the specifications of the employees who are to fill the positions es-
tablished by the organization. The whole subject of job classifica-
tion needs to be brought into much closer coordination with the
theory of organization. The optimum organizational structure is a
variable, depending for its form upon the staffing of the agency.
Conversely, the classification of a position is a variable, depending
upon the degree of centralization or decentralization which is de-
sired or anticipated in the operation of the organizational form.

PLANNING AND REVIEW IN THE PROCESS OF COMPOSITE DECISION

There are two administrative techniques that are of key impor-
tance in the process of composite decision and in bringing to bear on
a single decision a multiplicity of influences. Reference has already
been made to them from time to time, but they deserve more sys-
tematic discussion as a part of the over-all decisional structure of
the organization. Thefirst of these is planning—"atechnique whereby
the skills of avariety of specialists can be brought to bear on a prob-
lem before the formal stage of decision-making is reached. The sec-
ond is review—a technique whereby the individual can be held ac-
countable for the "internal" as well as the "external” premises that
determine his decision.

The Planning Process

Plans and schedules are perhaps not strictly distinguishable from
commands, since they usually derive their authority from an order.
None the less, they are of special interest as devices for influencing
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decisions because of the immense amount of detail which it is pos-
sible to include in them, and because of the broad participation that
can be secured, when desirable, in their formulation. Let us con-
sider the last point first. An exampleis given by Sir Oswyn Murray:

There is very little that is haphazard or disconnected about the array
of Admiralty Departments. The noteworthy thing about them is not
their number or variety, so much as their close inter-connection and
the manner in which they combine to serve those administrative ends
which | mentioned at the beginning of my paper. Perhaps | can best
illustrate this by describing briefly the procedure followed in the design
and production of a new battleship, which aways seems to me to be
the very romance of cooperation.

We start with the First Sea Lord and his Assistant Chief of Naval
Staff laying down in general terms the features that they desire to see
embodied in the new design—the speed, the radius of action, the of-
fensve qualities, the armour protection. Thereupon the Director of
Naval Construction, acting under and in consultation with the Con-
troller, formulates provisional schemes outlining the kind of ship de-
sired, together with forecasts of the size and cost involved by the
different arrangements. To do this he and his officers must have a good
general knowledge—in itsdf only attainable by close relations with
those in charge of these matters—of the latest developments and ideas
in regard to a great range of subjects—gunnery, torpedo, engineering,
armour, fire-control, navigation, signalling, accommodation, and so
on—in order to be reasonably sure that the provision included in his
schemes is such as is likely to satisfy the experts in al these subjects
when the time for active cooperation arrives.

With these alternative schemes before them, the Sea Lords agree
on the general lines of the new ship, which done, the actua prepara-
tion of the actua designs begins. The dimensions and shape of the
ship are drawn out approximately by the nava constructors. Then
the Engineer-in-Chief and his Department are cdled in to agree upon
the arrangement of the propelling machinery, the positions of shafts,
propellers, bunkers, funnels, etc., and at the same time the cooperation
of the Director of Naval Ordnance is required to settle the positions
of the guns with their barbettes, and magazines and shell rooms and
the means of supplying ammunition to the guns in action.

An understanding between these three main departments enables
further progress to be made. The cooperation of the Director of
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Torpedoes and the Director of Electrical Engineering is now caled
for to settle the arrangements for torpedo armament, electric generating
machinery, electric lighting, etc. So the design progresses and is
elaborated from the lower portions upwards, and presently the Director
of Naval Construction is able to consult the Director of Naval Equip-
ment as to the proposed arrangements in regard to the sizes and stow-
age of the motor boats, steamboats, rowing and sailing boats to be
carried, aswdl as of the anchors and cables; the Director of the Signal
Department as to the wireless telegraphy arrangements; the Director
of Navigation as to the arrangements for navigating the ship, and so
on. In this way the scheme goes on growing in a tentative manner,
its progress always being dependent on the efficiency of different parts,
until ultimately amore or less complete whole is arrived at in the shape
of drawings and specifications provisionally embodying al the agree-
ments. This redly is the most difficult and interesting stage, for gen-
erally it becomes apparent at this point that requirements overlap,
and that the best possible cannot be achieved in regard to numbers of
points within the limit set to the contractors. These difficulties are
cleared up by discussion at round-table conferences, where the com-
promises which will least impair the value of the ship are agreed upon,
and the completed design is then finaly submitted for the Board's
approval. Some fourteen departments are concerned in the settlement
of the final detailed arrangements.*

The point which is so clearly illustrated here is that the planning
procedure permits expertise of every kind to be drawn into the de-
cision without any difficulties being imposed by the lines of author-
ity in the organization. The final design undoubtedly received au-
thoritative approval; but, during the entire process of formulation,
suggestions and recommendations flowed freely from all parts of
the organization without raising the problem of "unity of com-
mand." It follows from this that to the extent to which planning
procedures are used in reaching decisions, the formal organization
has relevance only in the final stages of the whole process. So long
as the appropriate experts are consulted, their exact location in the
hierarchy of authority need not much affect the decision.

This statement must be qualified by one important reservation.

* Sir Oswyn A. R. Murray, "The Administration of a Fighting Service," Joumat
of P lie Administration, 11216-217 (July, 1923)-
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Organizational factors are apt to take on considerable importance
if the decision requires a compromise among a number of competing
values which are somewhat incompatible with one another. In such a
case, the focus of attention and the identification of the person who
actually makes the decision are apt to affect the degree to which ad-
vice offered him by persons elsewhere in the organization actually
influences him. This factor is present in the example of the warship
just cited.

This same illustration throws in relief the other aspect of the
planning procedure which was mentioned above—that the plan may
control, down to minute details, a whole complex pattern of be-
havior. The completed plan of the battleship will specify the design
of the ship down to the last rivet. The task of the construction crew
is minutely specified by this design.

The Process of Review

Review enables those who are in a position of authority in the
administrative hierarchy to determine what actually is being done
by their subordinates.

Methods of Review. Review may extend to the results of the
subordinates' activities, measured in terms of their objectives; the
tangible products, if there are such, of their activities; or the method
of their performance.

When authority Is exercised through the specification of the ob-
jective of the organizational unit, then a primary method of review
is to ascertain the degree to which the organizational objective Is
attained—its results. A city manager, for Instance, may use meas-
urements of results as a principal means of reviewing city depart-
ments. He may evaluate the fire department in terms of fire losses,
the police department in terms of crime and accident rates, the public
works department in terms of the condition of streets and the fre-
guency of refuse collection.

A second very important method of review is one which examines
the piece of completed work to see whether it meets the requirements
of quantity and quality. This method assumes that the reviewing
officer is able to judge the quality and quantity of the completed
work with a certain degree of competence. Thus, a superior may
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review all outgoing letters written by his subordinates, or the work
of typists may be checked by a chief clerk, or the work of a street
repair crew may be examined by a superintendent.

It has not often enough been recognized that in many cases the
review of work can just as well be confined to a randomly selected
sample of the work as extended to all that is produced. A highly de-
veloped example of such a sampling procedure is found in the per-
sonnel administration of the Farm Credit Administration. This
organization carries out its personnel functions on an almost com-
pletely decentralized basis, except for a small central staff which
lays down standards and procedures. As a means of assuring that
local practices follow these standards, field supervisors inspect the
work of the local agencies, and in the case of certain personnel pro-
cedures, such as classification, the setting of compensation scales,
and the development of testing materials, assur% themselves of the
quality of the work by an actual inspection of a sample. The same
type of procedureis usually followed by state boards of equalization
which review local assessments. Finally, welfare agencies in Cali-
fornia, New York, and perhaps other states have developed an
auditing procedure on a sampling basis, in order to review the work
of local welfare agencies.

The third, and perhaps simplest, method of review is to watch
the employee at work, either to see that he putsinthe required num-
ber of hours, or to see that he is engaging in certain movements
which if continued will result in the completion of the work. In this
case, the review extends to procedures and techniques, rather than
product or results. Itisthe prevalent form of review at the foreman-
ship level.

Functions of Review. To determine what method of review
should be employed in any concrete administrative situation, it is
necessary to be quite clear as to what this particular review process
is to accomplish. There are at least four different functions that a
review process may perform: diagnosis of the quality of decisions
being made by subordinates, modification through influence on
subsequent decisions, the correction of incorrect decisions that have
already been made, and enforcement of sanctions against subordi-
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nates so that they will accept authority in making their deci-
sions.

In the first place, review is the means whereby the administrative
hierarchy learns whether decisions are being made correctly or in-
correctly, whether work is being done well or badly at the lower
levels of the hierarchy. It is a fundamental source of information,
then, upon which the higher levels of the hierarchy must rely heavily
for their decisions. With the help of this information, improve-
ments can be introduced into the decision-making process.

This leads to the second function of review—"to influence subse-
guent decisions. This is achieved in a variety of ways. Orders may
be issued covering particular points on which incorrect decisions
have been made, or laying down new policies to govern decisions.
Employees may be given training or retraining with regard to those
aspects of their work which review has proved faulty. Information
may be supplied to them, the lack of which has led to incorrect de-
cisions. In brief, change may be brought about in any of the several
ways in which decisions can be influenced.

Third, review may perform an appellate function. If the indi-
vidual decision has grave consequences, it may be reviewed by a
higher authority, to make certain that it is correct. This review may
be a matter of course, or it may occur only on appeal by a party at
interest. The justifications of such aprocess of review are that (i)
it permits the decision to be weighed twice, and (2) the appellate
review requires less time per decision than the original decision, and
hence conserves the time of better trained personnel for the more
difficult decisions. The appellate review may, to use the language
of administrative law, consist in a consideration de novo, or may
merely review the original decision for substantial conformity to
important rules of policy.

Fourth, review is often essential to the effective exercise of au-
thority. As we have seen in Chapter V11, authority depends, to a
certain extent, upon the availability of sanctions to give it force.
Sanctions can be applied only if there is some means of ascertaining
B A somewhat similar, but not identical, analysis of the function of review can

be found in Sir H, N. Bunbury's paper, "Efficiency as an Alternative to Control**
Journal of Public Administration, 6:97-98 (Apr., 1928).
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when authority has been respected, and when it has been disobeyed.
Review supplies the person in authority with this information.

When we recall the "rule of anticipated reactions,” we see that
the anticipation of review and the invocation of sanctions secures
conformity to authority of the decision made prior to review. It
is for this reason that review can influence a prior decision.

CENTRALIZATION AND DECENTRALIZATION

Our examination of the process of composite decision, and par-
ticularly of the methods and functions of review in an organization,
casts considerable light on the way in which decisional processes
can best be distributed through the organization, and on the relative
advantages and disadvantages in centralizing the processes of de-
cision.

What has already been said with respect to this issue? In Chapter
VI it was pointed out that the specialization and centralization of
decision-making serves three purposes : it secures coordination, ex-
pertise, and responsibility. In Chapter 111 some pragmatic tests were
suggested for arriving at a division of function between legislator
and administrator. In Chapter V11, the relation between centraliza-
tion of decisions and the problems of communication was ex-
plored. In Chapter X, it was seen that a need for centralization
sometimes arises from the faulty institutional identifications of
the members of an organization. In the present chapter, it was
urged that the capabilities of the members of an organization would
be one determinant of the possible degree of decentralization. Are
there additional considerations, beyond those already mentioned,
that should carry weight in the allocation of decisions?

At the outset, one important distinction must be clearly under-
stood. There are two very different aspects to centralization. On
the one hand, decision-making powers may be centralized by using
general rulesto limit the discretion of the subordinate. On the other
hand, decision-making powers may be centralized by taking out of
the hands of the subordinate the actual decision-making function.
Both processes may be designated as "centralization" because their
result isto take out of the hands of the subordinate the actual weigh-
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ing of competing considerations and to require that he accept the
conclusions reached by other members of the organization.

The very close relationship between the manner in which the
fimction of review is exercised, and the degree of centralization
or decentralization should also be pointed out. Review influences
decisions by evaluating them, and thereby subjecting the subordi-
nate to discipline and control. Review is sometimes conceived as a
means of detecting wrong decisions and correcting them. This
concept may be very useful as applied to those very important
decisions where an appellate procedure is necessary to conserve in-
dividual rights or democratic responsibility. Under ordinary circum-
stances, however, the function of correcting the decisional processes
of the subordinate which lead to wrong decisions is more important
than the function of correcting wrong decisions. As the resources
of the subordinate for making correct decisions are strengthened,
decentralization becomes increasingly possible. Hence, review can
have three consequences : (i) if itisused to correct individual de-
cisions, it leads to centralization, and an actual transfer of the
decision-making function; (2) if it is used to discover where the
subordinate needs additional guidance, it leads to centralization
through the promulgation of more and more complete rules and
regulations limiting the subordinate's discretion; (3) if it is used
to discover where the subordinate’'s own resources need to be
strengthened, it leads to decentralization. AH three elements can be,
and usually are, combined, in varying proportions.

But why should administration aim at decentralization? All of
our analysis to this point has emphasized the important functions
which the centralization of decision-making performs. Neverthe-
less, we are warned against a naive acceptance of the advantages of
centralization by the distrust which careful students of administra-
tion express for it. Sir Charles Harris, for example, has this to say:

If | appear before you as a thoroughgoing advocate of decentraliza-
tion, it is as a convert to the faith in middieage. ... At the beginning
of my service | was greatly impressed by the lack of general knowledge
and grasp of centra principle displayed in the loca decisions and
actions that came under my notice. For years the conviction grew upon
me that a larger measure of active control from the centre would con-
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duce to both efficency and economy of administration; and today, if
| were to confine my view to particular details and to immediate resull s,
| should still fed on that point no possible doubt whatever. It is when
one falls back to Capability Brown's view-point, and tries to see the
wood as well as the trees, that the certainty disappears.

. . . Simple centralization drives up the functions of decision and
authorization to the top centre, it leaves action, when decided upon,
to be carried out by the subordinate authority.

Don't cut down the discretion of the man below, or his class, by
requiring submission to higher authority in the future, because he has
made a mistake. Teach him and try him again; but if he is unteach-
able, shunt hm®

Almost any person, unless he recognizes the long-term conse-
quences, feels "safer” if he makes decisions himself instead of
delegating them to a subordinate. The superior rationalizes this
centralization on avariety of grounds: he is more highly skilled or
trained than the subordinate; if he makes the decision, he can be
certain that it is decided as he would want it. What he does not
always realize is that by concentrating the entire function of de-
cision in himself, he is multiplying his work, and making the sub-
ordinate superfluous.

There are two principal reasons for decentralizing decisions even
in cases where the superior is more highly trained than the sub-
ordinate. The first harks back to the distinction in Chapter IX
between efficiency and adequacy. It is not enough to take into
consideration the accuracy of the decision; its cost must be weighed
as well. The superior is presumably a higher paid individual than
the subordinate. His time must be conserved for the more important
aspects of the work of the organization. If it is necessary, in order
that he may make a particular decision, that he sacrifice time which
should be devoted to more important decisions, the greater accuracy
secured for the former may be bought at too high a price.

The second reason why decentralization is often preferable to
centralization is that the referral of a decision upward in the hier-
archy introduces new money and time costs into the decision-making

«Sir Charles Harris, "Decentralization,” Journal of Public Administration,
3:117-133 (Apr., 1925).
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process. Against any advantages of accuracy when the decision is
made at the center must be balanced the cost of duplicating the de-
cisional process, together with the cost of communicating the
decisions.

To emphasize the costs of uneconomic standards of review, we
cannot do better than quote an example cited by lan Hamilton from
his personal experience:

In 1896 | was Deputy Quartermaster-General at Simla; then, per-
haps still, one of the hardest worked billets in Asia. After along office
day | used to get back home to dinner pursued by a pile of files three
to four feet high. The Quartermaster-General, my boss, was a clever,
ddightful work-glutton. So we sweated and ran together for a while
a neck and neck race with our piles of files, but | was the younger and
he was the first to be ordered off by the doctors to Europe. Then I,
a the age of forty-three, stepped into the shoes and became officiating
Quartermaster-General in India. Unluckily, the Government at that
moment was in a very stingy mood. They refused to provide pay to
fill the post | was vacating and Sir George White, the Commander-
in-Chief, asked me to duplicate mysdf and do the double work. My
heart sank, but there was nothing for it but to have a try. The day
came; the Quartermaster-General went home and with him went the
whole of his share of the work. As for my own share, the hard twelve
hours' task melted by some magic into the Socialist's dream of a six
hours' day. How was that? Because, when a question came up from
one of the Departments | had formerly been forced to compose a long
minute upon it, explaining the case, putting my own views, and en-
deavoring to persuade the Quartermaster-General to accept them. He
was a highly conscientious man and if he differed from me he liked to
put on record his reasons—several pages of reasons. Or, if he agreed
with me, still he liked to agree in his own words and to "put them on
record.” Now, when | became Quartermaster-General and Deputy-
Quartermaster Genera rolled into one | studied the case as formerly,
but there my work ended: | had not to persuade my own subordinates:
| had no superior except the Commander-in-Chief, who was delighted
to be left alone: | just gave an order—quite a simple matter unless a
man'safraid: "Yes," | said, or "No!" "»

7 Sir lan Hamilton, The Soul and Body of an Army (London: E. Arnold & Co.,
1921). pp. 235-236.
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There is an additional objection to centralization that goes be-
yond those already considered. It has been assumed thus far that,
given ample time, the superior could make more accurate decisions
than the subordinate. This will be true, however, only if the infor-
mation upon which the decision is to be based is equally accessible
to both. When decisions must be made against a dead line, or when
the organization is characterized by geographical dispersion, this
may be far from the case. The "facts of the case" may be directly
present to the subordinate, but highly difficult to communicate to
the superior. The insulation of the higher levels of the administra-
tive hierarchy from the world of fact known at first hand by the
lower levels is a familiar administrative phenomenon.

Centralization is sometimes urged as a necessary concomitant
of the specialization of work. If work is specialized, then procedures
must be introduced to secure coordination among the members of
the group; and among the most powerful of coordinative procedures
is the centralization of decisions. Thisistrue; but in accepting this
conclusion we must not blind ourselves to the very real disadvan-
tages and costs that accompany specialization.

Interpersonal coordination involves communication of a plan.
Complex and powerful as are the devices which can be used for
such coordination, their effectiveness is in no way comparable to
the coordinating power of the individual human nervous system.
When the elements of the plan can be reduced to diagrams and
maps, as in the case of a design for a ship or abridge, interpersonal
coordination can reach even minute detail. But the coordinative
mechanisms of a skilled pianist, or of an engineer bringing al his
skill and knowledge to bear on a problem of design, are far more
intricate.

Successful use of the device of speciaization to increase effi-
ciency implies either that no coordination is required among the
specialized segments of the complete task, or that this coordination
can be achieved with the available techniques of interpersonal co-
ordination. If neither of these conditions is fulfilled, then specializa-
tion must be sacrificed in order to retain the use of the individual
brain as the coordinating mechanism. It is not very easy to thread
aneedle if one person holds the thread and another the needle. Here
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the task is to get thread and needle to the same place, and interper-
sonal coordination accomplishes this much less successfully than the
coordination of the movements of the two hands by the human
nervous system.

The quotation in which the procedure for designing a battleship
was described » is another case in point. A careful analysis of the
procedure reveals that there were involved in it not only the experts
on various aspects of battleship design, but also a group of func-
tionaries who might be described as "expert jacks-of-all-trades in
battleship design." The Director of Naval Construction, and not
the functional experts, lays down the general lines of the ship. To
repeat:

Thereupon the Director of Naval Construction, acting under and in
consultation with the Controller, formulates provisional schemes out-
lining the kind of ship desired, together with forecasts of the size and
cost involved by the different arrangements. To do this he and his of-
ficers must have a good general knowledge—In itsdf only attainable
by close relations with those In charge of these matters—of the latest
developments and ideas in regard to agreat range of subjects—gunnery,
torpedo, engineering, armour, fire-control, navigation, signalling, ac-
commodation, and so ar=—In order to be reasonably sure that the pro-
vision included in his schemes is such as is likely to satisfy the experts
in all these subjects, when the time for active cooperation arrives.”

Only after the "jack-of-all-trades" has done his job are the ex-
perts caled In for their suggestions. Next, a technique of inter-
personal coordination, the conference, is used to reconcile the
competing claims of experts. Finally, the plan Is turned over again
to the non-specialist for authorization.

We may conclude, then, that some measure of centraUzation is
indispensable to secure the advantages of organization: coordina-
tion, expertise, and responsibility. On the other hand, the costs of
centralization must not be forgotten. It may place In the hands of
highly paid personnel decisions which do not deserve their attention,
It may lead to a duplication of function which makes the subordl-
nate superfluous. Facilities for communication must be available,

8 Sz pp. 29230, supra.
> Sr Oswn A. R Murray, he. cit.
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sometimes at considerable cost. The information needed for a cor-
rect decision may be available only to the subordinate. Finally,
centralization leaves idle and unused the powerful coordinative
capacity of the human nervous system, and substitutes for it an
interpersonal coordinative mechanism. These are the considerations
which mustT)e weighed in determining the degree to which decisions
should be centralized or decentralized.

LESSONS FOR ADMINISTRATIVE THEORY

In Chapter 11 the position was taken that the currently accepted
"principles of administration" are little more than ambiguous and
mutually contradictory proverbs, and that a new approach was
needed to establish a consistent and useful administrative theory.
This is a fact that is beginning to be recognized in the literature of
administration. If we study the chain of publications extending
from Mooney and Reiley through Gulick, the President's Com-
mittee controversy, to Schuyler Wallace and Benson, we see a steady
shift of emphasis from the "principles of administration" them-
selves to a study of the conditions under which competing principles
are respectively applicable. We no longer say that organization
should be by purpose, but rather that under such and such conditions
purpose organization is desirable, but under such and such other
conditions, process organization is desirable. It is the central thesis
of this study that an understanding of these underlying conditions
for the applicability of administrative principles is to be obtained
from an analysis of the administrative process in terms of decisions.

If this approach be taken, the rationality of decisions—that is,
their appropriateness for the accomplishment of specified goals—
becomes the central concern of administrative theory. As was
pointed out, however, in Chapter 11, if there were no limits to hu-
man rationality administrative theory would be barren. It would
consist of the single precept: Always select that alternative, among
those available, which will lead to the most complete achievement
of your goals. The need for an administrative theory resides in the
fact that there are practical limits to human rationality, and that
these limits axe not static, but depend upon the organizational en-

THE ANATOMY OF ORGANIZATION 241

vironment in which the individual's decision takes place. The task
of administration issoto design this environment that theindividual
will approach as close as practicable to rationality (judged in terms
of the organization's goals) in his decisions.

The Area of Rationality

As has also been explained in Chapter II, when the limits to
rationality are viewed from the individual's standpoint, they fall
into three categories: he is limited by his unconscious skills, habits,
and reflexes; heis limited by his values and conceptions of purpose,
which may diverge from the organization goals; he is limited by
the extent of his knowledge and information. The individual "can
be rational in terms of the organization's goals only to the extent
that heis able to pursue a particular course of action, he has a cor-
rect conception of the goal of the action, and he is correctly informed
about the conditions surrounding his action. Within the boundaries
laid down by these factors his choices are rational—"goal-oriented.

Rationality, then, does not determine behavior. Within the area
of rationality behavior is perfectly flexible and adaptable to abilities,
goals, and knowledge. Instead, behavior is determined by the irra-
tional and nonrational elements that bound the area of rationality.
The area of rationality is the area of adaptability to these nonra-
tional elements. Two persons, given the same possible alternatives,
the same values, the same knowledge, can rationally reach only the
same decision. Hence, administrative theory must be concerned with
the limits of rationality, and the manner in which organization
affects these limits for the person making a decision. The theory
must determine—as suggested in Chapter X'—how institutionalized
decision can be made to conform to values developed within i
broader organizational structure. The theory must be a critique of
the effect (judged from the point of view of the whole organiza-
tion) of the organizational structure upon the decisions of its com-
ponent parts and its individual members.

Perhaps an example of the way in which the organizpt"'n" &
alter each of the three types of limits enumerated above y“V "*-W
the problem more concrete:

Limited Alternatives. Suppose a bricklayer is unable to iAirfr ar
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an acceptable speed. There may be no lack of rationality in his be-
havior. The fact may be that his skills are not sufficiently developed
to enable him to lay bricks rapidly. However, if attention were to
be given to the skills themselves, if he were given instruction and
training in proper methods, the impossible might readily become
possible. Skills are examples of behavior patterns that in the short
run limit the sphere of adaptability or rationality, but in the long
run may, by training, open up entirely new behavior possibilities.

Reorientation of Values. Sometimes rationality is limited by
the individual's failure to identify himself correctly with the goals
of the whole organization. In certain situations, at least, it is pos-
sible to reorient an individual from identification with a subgoal
of the organization to identification with a broader and more in-
clusive goal. The writer has had occasion in another context to point
to this method for reorienting the behavior of a "rational person”
by altering his framework of values. The problem dealt with in that
situation was to control and modify the motivation of a group of
social workers who were participating in an administrative experi-
ment :

To the worker, the experiment might seem inconsistent with the
objectives he was trying to attain in his daily job. The cooperation of
such a worker could be obtained only by interpreting the study in
terms of his more fundamental values and by showing him that these
broader values would be benefited by a temporary sacrifice of some
of his immediate objectives and attitudes. In this way his attention
might be detached from the narrower frame of reference—"the condi-
tioned reflexes, so to speak—forced on him by his regular daily schedule
o work. ™

Limits of Knowledge. Where a particular item of knowledge is
needed repeatedly in decision, the organization can anticipate this
need and, by providing the individual with this knowledge prior to
decision, can extend his area of rationality. This is particularly
important when there are time limits on decision. Thus, a policeman
is trained in methods of making arrests, handling unruly prisoners
and the like, so that he will not have to figure these things out on the
spot when occasion requires.

"0 Simon and Divine, op. cit., p. 487.
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Individual and Group Rationality

A decision is rational from the standpoint of the individual (sub-
jectively rational) if itis consistent with the values, the alternatives.
and the information which he weighed in reaching it. A decision is
rational from the standpoint of the group (objectively rational)
if it is consistent with the values governing the group, and the in-
formation that the group possesses relevant to the decision. Hence,
the organization must be so constructed that a decision which is
(subjectively) rational from the standpoint of the deciding indi-
vidual, will remain rational when reassessed from the standpoint of
the group.

Suppose that an officer orders a soldier under his command to
capture a particular hill. Rationality (subjective) demands of him
that he combine this objective, or value, with the skills he possesses
for approaching hostile positions, and with the information his
senses provide him regarding his situation.

On the other hand, rationality requires of the officer that the
objective he assigns the soldier shall contribute to the broader ob-
jective of hisunit (which usually implies that the soldier's objective
must have a reasonable possibility of successful attainment), and
that he provide the soldier with all available information that may
assist him in his task. To say that the officer is rational means that
the soldier's behavior continues to appear rational when evaluated
from the broader viewpoint which the officer's-position affords him,

This is the basic task of administration—to provide each "op-
erative" employee with an environment of decision of such a kind
that behavior which is rational from the standpoint of this environ-"
ment is also rational from the standpoint of the group values and
the group situation. Moreover, it must be taken into consideration
that the establishment of an environment of decision for the indi-
vidual involves problems of communication for the organization.
These then are the basic elements from which a theory of organi-
zation can be constructed: (i) adecision made above the operative
level must be communicated; (2) wherever a decision is made, its
quality will depend on the environment that bounds the area of
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rationality of the person making the decision. With respect to the
first element, the technology of communication (in the very broad-
est sense) isthe limiting factor ;,with respect to the second, the limit-
ing factors are the very factors that limit the area of individual
rationality.

Importance of Organizational Location

Since administrative theory is concerned with control of the
nonrational, it follows thaty the larger the area of rationality, the
less important is the administrative organization. For example,
the function of plan preparation, or design, if it results in a
written plan that can be communicated interpersonally without
difficulty, can be located almost anywhere in the organization with'
out affecting results. AU that is needed is a procedure whereby the
plan can be given authoritative status; and that can be provided
in a number of ways. A discussion, then, of the proper location
for a planning or designing unit is apt to be highly inconclusive,
and may hinge on the personalities in the organization and their
relative enthusiasm, or lack of it, toward the planning function.

On the other hand, when factors of communication or identifi-
cation are crucia to the making of a decision, the location of the
decision in the organization is of great importance. The method of
allocating decisions in the army, for instance, automatically (and
"theoretically,” | hastento add) provides, at least in the period prior
to the actual battle, that each decision will be made where the knowl-
edge is available for coordinating it with other decisions. Similarly,
Mre may note that final decisions regarding budget allowances are
always entrusted to administrators who are not identified with the
particular items to be allowed, but must weigh these items against
alternative items.

11 See, for instance, Robert A. Walker, The Planning Function in Urban Gov-
ernment (Chicago: University of Chicago Press, 1941), pp. 166-175. Walker
makes out a case for attaching the planning agency to the chief executive. But he
rests his entire case on the rather slender reed that "as long as the planning
agency is outside the governmental structure, however, planning will tend to
encounter resistance from public officids as an invasion of their responsibility
and jurisdiction.” The verb "will" seems entirely too strong for the facts of the
case.
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THE ROLE OF THE ADMINISTRATOR

It may be appropriate to conclude this volume with abrief state-
ment about the role and training of administrators. It has been
suggested earlier that the decisions which might be uniquely desig-
nated as "administrative" decisions are those which are concerned
with the decision-making process itself. That is, such decisions do
not determine the content of the organization's work, but rather
how the decision-making function is to be allocated and influenced
in that particular organization.

But to say that in any organization certain "administrative" de-
cisions have to be made, is not to say that the person who happens
to be designated an "administrator” in that organization makes,
or should make, only administrative decisions. Whether or not it is
desirable that there should be functionaries whose tasks are confined
within these Hmits, it is certainly not an accurate description of
administrative organizations as they exist today to define the ad-
ministrator's task in those terms.

In almost all organizations he has a responsibility not only to
establish and maintain the organizational structure, but also to
make some of the broader and more important decisions regarding
the content of the organization's work. To mention only one of these
decisions, the higher administrator ordinarily has a considerable
responsibility for budget decisons—"that is, decisions as to the
directions in which the organization's efforts should be applied.
Further, to him falls the responsibility, within the limits of his dis-
cretion, of formulating organizational objectives—that is, the val-
ues that will guide decisions at all lower levels of the organization.

The statement, then, that as we proceed upward in the hierarchy
"administrative" duties come to occupy more and more of the ad-
ministrator's time, and "technical" duties less, must be interpreted
with considerable caution. It is not true if the term "administrative
duties" istaken to refer only to the organization-determining func-
tions. It is true, if the broader decisional functions which fal to
the administrator are considered as "administrative duties.”

What is the difference between these latter functions and the
"technical" functions at the lower levels of the hierarchy? Simply
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that the content decisions of the higher administrator deal with more
ultimate purposes and more general processes than the decisions of
the lower administrator. We might say that the lower administra-
tor's purposes are the upper administrator's processes.

The stenographer's rationality is exercised in translating a piece
of copy, whatever its content, into a typewritten manuscript. Her
employer's rationality is exercised in determining the content of
the copy, taking for granted the very element with which the stenog-
rapher is concerned—its translation into typewritten form.

If the Chief Engineer's decisions are less concerned with engi-
neering technology than those of his designing engineers, with
what are they concerned? If the Health Officer's decisions do not
involve the minutiae of medical knowledge, what do they involve?
They involve the application of the criterion of efficiency to the
broader purposes of the organization. Since the broader purposes
of governmental organizations (and, to alesser extent, commercial
organizations) are predominantly social, and the larger problems of
means are principally economic and fiscd this means that the de-
cisions of the higher administrators involve social science principles
and economic calculations.

One further point should be noted that applies even to those de-
cisions which dea with the organization structure itself. If, as has
been suggested, administrative theory cannot be entirely freed from
concern with the content of the organization's work, it follows that
sound organizational decisions require also a knowledge of that
content.

We see, then, that the work of the administrator, as organiza-
tions are now constituted, involves (I) decisions about the or-
ganization structure, and (2) the broader decisions as to the content
of the organization's work. Decisions of neither type can rest en-
tirely, or even primarily, upon a knowledge of or facility with
administrative theory. The former must be firmly grounded in the
organization's technology. The latter must be grounded in the or-
ganization's technology and requires in addition (@) a thorough
appreciation of the theory of efficiency, and (b) a knowledge of
those aspects of the socia sciences which are relevant to the broader
purposes of the organization.
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If this analysis is correct, it has direct implications for the train-
ing of an "administrative class," that is, for the training of persons
who are skilled in higher administration. In the first place, it casts
grave doubts on the possibility of developing administrative ability -
apart from subject-matter competence except at the very highest
levels of the hierarchy. In the second place, it indicates that the
proper training of "administrators" lies not in the narrow field of
administrative theory, but in the broader field of the socia sciences
generally.

CONCLUSION

Our study has not led us to any definitive administrative prin-
ciples. It has, however, provided us with a framework for the
analysis and description of administrative situations, and with a
set of factors that must be weighed in arriving at any valid pro-
posal for administrative organization. It has shown us, further, thai
currently accepted "principles' of administration suffer from in-
ternal ambiguity and mutual contradiction.

What are the next steps that research must take? First, it must
develop adequate case studies of existing administrative situations.
It will do well to initiate these on a small scale—dealing in minute
detail with organizational units of moderate size. Only in this way
can superficiality be avoided.

Second, techniques must be developed and improved for measur-
ing the success of particular administrative arrangements. Specifi-
caly, the assumption so often made in administrative studies, that
an arrangement is effective because it exists, is a circular argument
of the worst sort. Students of administration are possessed of no
occult vision which permits them, by simply observing an adminis-
trative organization, to determine whether it is "working" or not.
The only procedure of evaluation that can possibly be valid is the
comparison of alternative administrative schemes in terms of their
objective results.

Finally, the valuable investigations already initiated of the "con-
ditions" under which different administrative principles are validly
applicable might well be extended with the use of the "decisional™
framework described in this study.
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WHAT IS AN ADMINISTRATIVE SCIENCE?

THE DISTINCTION made in Chapter 111 between the ethical and the
factual helps to explain the nature of administrative science. Scien-
tific propositions, it was said in that chapter, are statements about
the observable world and the way in which it operates. Ethical prop-
ositions, on the other hand, are expressions of preferences. Do
principles of administration qualify, under this definition, as scien-
tific propositions, or do they contain an ethical element?

THEORETICAL AND PRACTICAL SCIENCES

Sciences may be of two kinds: theoretical and practical. Thus,
scientific propositions may be considered practical if they are stated
in some such form as: "In order to produce such and such a state
of affairs, such and such must be done.” But for any such sentence,
an exactly equivalent theoretical proposition with the same condi-
tions of verification can be stated in a purely descriptive form:
"Such and such a state of affairs is invariably accompanied by such
and such conditions,” Since the two propositions have the same
factual meaning, their difference must lie in the ethical realm. More
precisely, the difference lies in the fact that the first sentence pos-
sesses an imperative quality which the second lacks. The first sen-
tence can be said to be "true" or "false" only if thisimperative aspect
isignored.

This situation is strictly analogous to that which we found to
hold with respect to decisions. In so far as decisions can be said to
be "correct,” they can be translated into factual propositions. Their
ethical element must be eliminated before the terms "true" and
"false" can be applied to them. Similarly, the propositions of a prac-
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tical science must be put in hypothetical form in order to eliminate
the ethical element.

When factual propositions are selected primarily for their use-
fulness in deriving one imperative from another, they may be con-
sidered practical. In other cases, they are theoretical. It Is clear that
they differ from each other only with respect to the motives of the
persons who employ them.

From the foregoing discussion, two definite conclusions may be
drawn:

First, science is interested in sentences only with regard to their
verification. Hence, science is concerned with the factual aspects
of meaning, but not with the ethical,

Second, practical sciences differ from theoretical sciences, asthose
terms have been used here, only in their ethical aspects.

Propositions of an Administrative Science »

Propositions about administrative processes will be scientific in
so far as truth and falsehood, in the factual sense, can be predicated
of them. Conversely, if truth or falsehood can be predicated or a
proposition concerning administrative processes, then that proposi-
tion is scientific.

It is sometimes thought that, since the words "good" and "bad"
often occur in sentences written by students of administration, the
science of administration contains an essential ethical element. If
this were true, a science of administration would be impossible, for
it is impossible to choose, on an empirical basis, between ethical
alternatives. Fortunately, itisnottrue. The terms "good" and "bad"
when they occur in a study on administration are seldom employed
in apurely ethical sense. Procedures are termed "good" when they
are conducive to the attainment of specified objectives, "bad" when
they are not conducive to such attainment. That they are, or are not,
so conducive is purely a matter of fact, and it is this factual element
which makes up the real substance of an administrative science. To
illustrate: In the realm of economics, the proposition "Alternative
1 Luther Gulick has set forth substantially this same view with respect to the

nature of administrative science. See "Science, Values, and Public Admdnistra--
tion," in Gulick and Urwick, eds., op. cit., op. 191-193.
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A is good* may be translated into two propositions, one of them
ethical, the other factual:

"Alternative A will lead to maximum profit."

"To maximize profit is good."

The first of these two sentences has no ethical content, and is a
sentence of the.practical science of business. The second sentence
is an ethical imperative, and has no place in any science.

Science cannot tell whether we ought to maximize profit. It can
merely tell us under what conditions this maximization will occur,
and what the consequences of maximization will be.

If this analysis be correct, then there are no logical differences
which distinguish the sentences of one science from those of an-
other. Whatever differences exist must arise from the subject mat-
ter of the several sciences, rather than from the intrinsic nature of
their sentences.

THE NATURAL AND THE SOCIAL SCIENCES

The discussion thus far leads to the solution of one issue which
has been debated by methodologists of the social sciences. It has
often been argued that the social sciences involve ethical norms,
and therefore lack the objectivity of the natural sciences. A recent
statement of this view may be found in Robert S. Lynd's Knowledge
for What?® Since it is clear that truth or falsehood cannot be'
predicated of ought-sentences, this distinction cannot be valid. If
there are fundamental differences between the natural and the
social sciences, they must lie in some other direction.

Another group of distinctions, although valid, must be dismissed
as superficial. First, social phenomenaare probably far more complex
than the data with which the natural sciences are concerned. Conse-
guently the task of discovering regularities underlying social phe-
nomena might be expected to be more difficult. Second, experiments
cannot be carried on in the socia sciences without regard to the
consequences for the objects of experimentation. The doctor in
2 Robert S. Lynd, Knowledge for What? The Place of Social Science in Ameri-
can Culture (Princeton: Princeton University Press, 1939). A somewhat more
sophisticated variant of this viewpoint runs through the writings of Frank H.
Knight. See especially his review of "Bertrand Russell on Power," International

Journal of Ethics, 49:253-285 (Apr., 1939), and the Preface to the reissue of his
Risk, Uncertainty and Profit, pp. xv-xvi.
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Arrowsmith had an unequaled opportunity to experiment with vac-
cine under controlled conditions; but his human values got the best
of him, and he found himself unable to deprive his control subjects
of the benefits of treatment. The validity of both of these distinc-
tions may be granted, but they can hardly be considered fundamen-
tal. Complexity is amatter of degree, and it may well be questioned
whether some of the more involved phenomena which have been
dealt with in the physical sciences are not as complex as some of the
simpler socia phenomena. Experimentation, too, can hardly be the
real distinction, for astronomy, the first developed of the natural
sciences, has never had the advantages of the laboratory in discov-
ering its laws.

Expectations as Factors in Social Behavior

If there is a lundamental difference between the socia and the
natural sciences, it derives from the fact that the social sciences
deal with conscious human beings whose behavior is influenced by
knowledge, memory, and expectation. Consequently, knowledge by
the human beings themselves of the forces which mold their be-
havior may (but need not) alter that behavior. It is apparent to-
day, for example, that public awareness of the uses to which propa-
ganda was put in an earlier world war affected to some degree
pubHc reaction to propaganda in the Second World War.

This does not mean that it is impossible to state valid laws of
human behavior. It simply means that one of the variables to be
included in the statement of socia laws is the state of knowledge
and experience of the persons whose behavior the law purports to
describe* The more deliberate the behavior which forms the subject
3 A careful search far discussions of this point in the literature of socia science
methodology revealed a brief but clear statement of the proposition in a paper
by W. Edwin Van de Walk, "A Fundamental Difference Between the Natural
and Social Sciences," Journal of Philosophy, 29:542-550 (Sept. 29, 1932). The
distinction is closely allied to the differentiation between the artificial and the
natural which was introduced into the field of sociology by Lester F. Ward,
Dynamic Sociology (New York: D. Appleton & Co., 2nd ed., 1926). Cf. Joseph
Mayer, "Scientific Method and Social Science,” Philosophy of Science, 1:338-
350 (July, 1934). But both in the writings of Ward and in Frank Knight's dis-
cussion of the same issue (Risk, Uncertainty and Profit, pp. xv-xxxii) the view is
apparently taken that the "artificiality" of society implies that a science of
sociology inevitably involves ethical assumptions. In the present study, the con-
trary view is taken.
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matter of ascience, the more important the role played by knowledge
and experience.

This characteristic of purposive behavior, that is, its dependence
on belief or expectation, has further consequences in the social field
when group behavior is involved. The decision of each member of
the group may depend on his expectation of the behavior of the
other members of the group; that is, A's decision may depend on
his expectation of B's behavior, while B's decision may depend on
his expectation of A's behavior. In this way a certain indeterminacy
may arise, as indeed it does in such social institutions as the stock
market, where successful behavior involves outguessing other par-
ticipants in the market with regard to these expectations.*

It is a fundamental characteristic of social institutions that their
stability and even their existence depend on expectations of this sort.
In so far as behavior of another person can be accurately predicted,
it forms a portion of the objective environment, identical in its
nature with the nonhuman portions of that environment.

Applying these considerations to the field of administration, we
seefirst of al that the administrative organization implies purposive
behavior on the part of its participants. Hence the expectations of
these participants will be a factor in determining their behavior.
Further, part of their expectations will involve expectations as to
the behavior of other members of the administrative organization.

In this sense administration is not unlike play-acting. The task
of the good actor is to know and play his role, although different
roles may differ greatly in content. The effectiveness of the per-
formance will depend on the effectiveness of the play and the
effectiveness with which it is played. The effectiveness of the ad-
ministrative process will vary with the effectiveness of the organiza-
tion and the effectiveness with which its members play their parts.
* Frank Knight's fundamental thesis is that this "outguessing” is the explanatory
mechanism for profit in a competitive economic system (Risk, Uncertainty and
Profit, pp. 35-37, 333-335). See also analyses of the economic problem of duopoly,
*'(vhere the phenomenon of ou”™uessing shows up to an extreme degree, in R. G. D.

Allen, Mathematical Analysis for Economists (London: MacmiUan & Co., 1938),
pp. 200-204, 345-347i and references cited therein.
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THE NATURE OF ADMINISTRATIVE PRINCIPLES

We may summarize the conclusions we have reached with respect
to a science of administration. In the first place, an administrative
science, like any science, is concerned purely with factual statements,
There is no place for ethical assertions in the body of a science.
Whenever ethical statements do occur, they can be separated into
two parts, one factual and one ethical; and only the former has any
relevance to science.

Using the terms "theoretical” and "practical" as they have been
defined in this section, an administrative science may take either
of these two modes. On the one hand, propositions about adminis-
tration may be descriptions—"with reference either to a particular
organization or to organizations in general—of the way in which
human beings behave in organized groups. This might be called a
sociology of administration.

On the other hand, a practical science of administration consists
of propositions as to how men would behave if they wished their
activity to result in the greatest attainment of administrative ob-
jectives with scarce means.®

These two alternative forms of administrative science are exactly
analogous to the two forms which economic science takes. First
economic theory and institutional economics are generalized descrip
tions of the behavior of men in the market. Second, business theory
states those conditions of business behavior which will result in the
maximization of profit.

This treatise has included discussions of both the sociology of
administration and the practical science of administration. Chapters
IV, VI, VI, and X have been concerned primarily with the former,
and Chapters 111, I X, and XI primarily with the latter.

5 For a fuller discussion of the distinction between a sociology and a practical
science of administration, see Richard A. Musgrave, "The Planning Approach in
Public Economy: A Reply," Quarterly Journal of Economics, Feb., 1941, p. 324,
and Herbert A. Simon, "The Planning Approach in Public Economy: Further
Comment," ibid., p. 329. For an example of the misconceptions which result from
afailure to make this distinction, see the recommendations for research in adminis-

tration set forth in V. O. Key, "The Lack of a Budgetary Theory," American
Political Science Review, 34:ii4."?f. (Dec, 1940).
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Personal motivation, 16

Personal rewards, in

Personal values, 209

Personally rational, 77

Persuasion, 127

Planning, 3, 244; procedural, 96; sub-
stantive, 96; Utopian, 106

Planning process, 99-100,228-331

Plans, acceptance of, 108

Policy, 195; and administration, 52-60;
determination of, 177; meanings of
term, 59; questions of, 45, 5Z

Politics and administration, 54

Positive stimuli, role of, 89-93

Positive values in decision, 175

Possibility, value and, 73-75

"Practice," definition, 59

Principles of administration, 20-44, 240,
248, 253, See also Administration

Problem magnitude, 194, 196

Procedural planning, 96

Production functions, 188

Psychological environment of decision,
96; determinants of, 92

Psychology of administrative decisions,
79-109

Public or community values, 69

Purpose, 4,132; organization by, 28-32,
63

purposes of organization, 246

Purposive behavior, 5, 84-96, 253

Questions of fact, of law, $6, See also
Factual questions

Rank, 145

Rational behavior, 41

Rationality, 189, 2n ; in administrative
behavior, 61-78; area of, 41, 241,
definitions, 7S-y7; deliberate, 76; and
expectations, 105; group, 243; limits
of, 39741, 80-84; objective, 76, 243;
of decisions, 240; organizational, 76;
personal, 77; subjective, 76, 243

Receptivity to communications, 163-164

Records, 159

Recruitment, 227

Reiley, Alan C, 240

Reports, 159

Research, administrative, 42

Responsibility, lo-ri, 52, 135-136

Results, 184, 188, ig6, 231; definition,
175

Review, functions of, 232-234; methods
of, 231-232; process of, 15, 231-234

Rule .of anticipated reactions, 129, 234

Salary, as incentive, 115

Sanctions, 12, 25, 57, 136, 233; applica-
tions of, 146, 147; of authority, 13a-
133; social, 131

Science of administration, 44, 248, 255.
See also Principles of administration

Sciences, practical, 248; theoretical, 248

Scientific discovery and decision, 70

Self-coordination, 104

Service adequacy, 194

Service goals of the organization, 198

Skills, 39-41

Social organization, function of, 100

Social relationships, 161

Social sciences, 250

Social value, 199, 200

Socially correct decisions, 200

Span of control, 26-28

Specialization, 20-26, 28-35, 238; ad-
vantages of, 137; by clientele, 29, 32-
33,178,192; by function, 21; by place
or area, 21, 28, 32-33, 178, 192; by
process, 28-32, 138; by purpose, 28-
32, 63; horizontal, 9; lack of criteria
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for, 33-35; modes of, 215; vertical,
9, 135

Staff, 135; nonoperative, 2; operative,
2,3

Standard practices, 102

Status as a value, in

Stene, Edwin O., 88

Stimuli, organizations and institutions
as, 100; positive, role of, 89-92

Strategy, 67

Subjective rationality, 76, 243

Subordinate, 125

Substantive planning, 96

Suggestion, 127

Sunk costs, 66, 95, 120

Superior, 125

Taylor, Frederick W., 24, 39, 43, 140,
i8i

Theory of administration, 38, 44, 61,
240-245. See also Administration,
Principles of administration

Time element in behavior, 65-68

Tolman, Edward C, 80n., 84n, 85n,
86 n., 90

Training, 15, 225, 227, 247; and com-
munication, 169-171; by organiza-
tions, 103

Ultimate ends, 63

Unity of command, 22-26,140-147
Utility surfaces, 73

Utopian plans, 106

Valuation, 83; defined, 73

Valuational bias, 185-186

Value, and possibility, 73-75; experi-
ence, behavior, relation of, 74-77;
fact and, in decision-making, 45-60

Value elements, 66, 184

Value-indices, 75

Valuejudgments, 4-7, 45-60; in private
management, 51-52

Value premises, 223

Value question, 13,177

Values, 98,176; derived from organiza-
tion size and growth, 117-118; dis-
tributive, 178; final, 52; integrated
chain of, 64; intermediate, 53; reori-
entation of, 242; system of, 73-74

Volimteer organizations, 113

Wallace, Schuyler, 35, 240
Western Electric experiments, 43
Work program, 194

Working policy, 59



