
ARTWORK Man Ray, Rayography “Champs 
délicieux” n°08, 1922, rayographSpotlight

About the 
Spotlight Artist
Each month we illustrate 
our Spotlight package with 
a series of works from an 
accomplished artist. We 
hope that the lively and 
cerebral creations of these 
photographers, painters, 
and installation artists 
will infuse our pages with 
additional energy and intel-
ligence to amplify what are 
often complex and abstract 
concepts.

This month we showcase 
the “rayographs” of Man 
Ray, the modernist giant. 
Born in Philadelphia, Ray 
moved to Paris in 1921, 
where he experimented 
with painting, fi lmmaking, 
sculpture, and, of course, 
photography. He created 
his rayographs by plac-
ing objects directly onto 
photo sensitive material and 
exposing them to light. 

View more of the artist’s 
work at manraytrust.com.
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If you want to pinpoint a place and time that the first glints of 
the Management Century appeared on the horizon, you could 
do worse than Chicago, May 1886. There, to the recently 
formed American Society of Mechanical Engineers, Henry R. 
Towne, a cofounder of the Yale Lock Manufacturing Company, 
delivered an address titled “The Engineer as an Economist.” 

rency. There were exceptions: In 1908 Henri Fayol, 
an engineer who had run one of France’s largest 
mining companies, enumerated a list of manage-
ment principles, which included a hierarchical 
chain of command, a separation of functions, and 
an emphasis on planning and budgeting. Still, his 
1916 magnum opus, Administration Industrielle et 
Générale, took decades to be translated and to have 
much effect beyond France. Although globalization 
promises more-diverse sources of thinking on man-
agement, most of our story so far takes place in the 
United States. (See the sidebar “Saving Ourselves 
from Global Provincialism.”)

The Age of “Scientific Management” 
In the last two decades of the 19th century, the U.S. 
was shifting—uneasily—from a loosely connected 
world of small towns, small businesses, and agricul-
ture to an industrialized network of cities, factories, 
and large companies linked by rail. A rising middle 
class was professionalizing—early incarnations of 
the American Medical Association and the American 
Bar Association date from this era—and mounting a 
progressive push against corrupt political bosses and 
the finance capitalists, who were busy consolidating 
industries such as oil and steel in the best robber-
baron style. 

Progressives claimed special wisdom rooted in 
science and captured in processes. Frederick Taylor, 
who wrote that “the best management is a true sci-
ence, resting upon clearly defined laws, rules, and 
principles,” clearly counted himself in their camp 
(fans such as Louis Brandeis and Ida Tarbell agreed). 
His stated goal was the “maximum prosperity for 
the employer, coupled with the maximum prosper-
ity for each employee,” through “a far more equal 
division of the responsibility between the manage-
ment and the workmen.” Translation (lest the reader 
overestimate Taylor’s respect for workers’ potential 

Towne argued that there were good engineers and 
good businessmen, but seldom were they one and 
the same. He went on to assert that “the manage-
ment of works has become a matter of such great and 
far-reaching importance as perhaps to justify its clas-
sification also as one of the modern arts.” 

Towne’s speech heralded a new reality in at least 
three respects. Call the first consciousness raising: 
Management was to be viewed as a set of practices 
that could be studied and improved. It was to be 
rooted in economics, which to this crowd meant 
achieving maximum efficiency with the resources 
provided. And the members of the audience were 
engineers. In the decades to come, such masters 
of the material universe, from Frederick Winslow 
Taylor to Michael Porter, Tom Peters, and Michael 
Hammer, would have a disproportionate effect on 
management’s history. 

Towne was catching a wave. During the century 
that followed, management as we know it would 
come into being and shape the world in which we 
work. Three eras punctuate the period from the 
1880s until today. In the first, the years until World 
War II, aspirations to scientific exactitude gave wings 
to the ambitions of a new, self-proclaimed manage-
rial elite. The second, from the late 1940s until about 
1980, was managerialism’s era of good feelings, its 
apogee of self-confidence and widespread public 
support. The third and ongoing era has been marked 
by a kind of retreat—into specialization, servitude to 
market forces, and declining moral ambitions. But it 
has also been an era of global triumph, measured by 
agreement on certain key ideas, steadily improving 
productivity, the worldwide march of the MBA de-
gree, and a general elevation of expectations about 
how workers should be treated. 

Americans and a few other Anglophones domi-
nated management’s early history, in the sense that 
their ideas on the subject gained the greatest cur-
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The Principles of Scientific Management 
(1911) set off a century-long quest to 
balance “the things of production” and 

“the humanity of production.”

contributions): The laborer should work according 
to a process analyzed and designed by management 
for optimum efficiency, “the one best way,” allowing 
him to do as much as humanly possible within a spe-
cific time period. 

The publication, in 1911, of Taylor’s Principles 
of Scientific Management—originally a paper pre-
sented to that same American Society of Mechanical 
Engineers—set off a century-long quest for the right 
balance between the “things of production” and 
the “humanity of production,” as the Englishman 
Oliver Sheldon put it in 1923. Or, as some would have 
it, between the “numbers people” and the “people 
people.” It’s the key tension that has defined man-
agement thinking.

The cartoon version of management history 
depicts the human relations movement, begun 
in the 1920s and 1930s, as a reaction to Taylor’s re-
lentless, reductive emphasis on the quantifiable. A 
better view regards the two as complementary. As 
evidence, consider the research of Elton Mayo and 
the other men behind the pathbreaking Hawthorne 
studies. Their work shares Taylor’s overarching am-
bition to improve productivity and cooperation with 
management through the application of science, 
though in this case the science was psychology and, 
to a lesser extent, sociology. 

The studies, which were mostly conducted at 
Western Electric’s Hawthorne plant in Cicero, Illinois, 
began in 1924 and ran through 1932; eventually they 
involved other factories and other companies. The 
analysis was largely done at Harvard Business School, 
including outposts such as its Fatigue Lab. (If tired 
workers were the problem, how to design operations 
to lessen exhaustion but still achieve maximum out-
put?) The Hawthorne studies were easily the most 
important social science research ever done on in-
dustry. The project is worth unpacking a bit, if only 
to dispel the popular myth about what was learned. 

(“They turned the lights up, productivity improved. 
They turned the lights down, same thing. Any sign of 
attention from management was enough to improve 
productivity.”) Essentially the studies progressed 
through a succession of hypotheses, dismantling 
each one. Neither changes in physical conditions 
(better illumination), nor in work schedules (more 
rest breaks), nor even in incentive systems could 
fully explain why productivity steadily improved 
among a set of young women—always labeled “the 
girls”—assembling parts in a test room. 

After years of experiments it began to dawn on 
Mayo, an Australian psychologist who had joined the 
HBS faculty, that at least two factors were driving the 

Idea in Brief
In the early years of the 
last century, “improving 
the practice of manage-
ment” meant making it 
more scientific. 

A new managerial elite studied 
factory-floor operations and 
the psychology of workers. 
Managers streamlined opera-
tions and significantly increased 
productivity as a result. 

In the middle years of the 
century, the study of manage-
ment became more sophis-
ticated and self-confident. 
Managers learned to think of 
corporations as social institu-

tions and of employees as 
“knowledge workers.” Execu-
tives started to apply the prin-
ciples of strategy (conceived 
for warfare) to how companies 
were run. 

Since 1980 businesses have 
faced extraordinary change, 
driven by global trade, emerg-
ing markets, and fast-develop-
ing information technology. In 
response to this disequilibrium, 

a “thought leadership” industry 
has evolved—but it has some-
times been hard to distinguish 
between profound insight and 
hyped-up trivia. One challenge 
going forward will be to define 
more fully what “good man-
agement” in the 21st century 
consists of. 

results. First, the women had forged themselves into 
a group, and group dynamics—members encourag-
ing one another—were proving a strong determinant 
of output. Second, “the girls” had been consulted by 
the researchers at every step of the way: The inten-
tion of the experiment had been explained to them, 
and their suggestions had been solicited. From such 
heady stuff were distilled the basic insights of the 
human relations school—that workers were not 
mere automatons to be measured and goosed with 
a stopwatch; that it was probably helpful to inquire 
after what they knew and felt; and that a group had 
substantial control over how much it was prepared 
to produce.
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1910 1911 1912 1913 1914 1915 1916 1917 1918 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1929

PROJECT 1
TASKS

PROJECT 1

RESEARCH

DEVELOPMENT

PRODUCTION

YEAR

J F M A M J J A S O N D
● ECONOMIC INDICATORS
● ECONOMIC INFLECTION POINTS
● SIGNIFICANT GOVERNMENT ACTIONS
● ICONIC COMPANIES
● DEFINING POLITICAL EVENTS

Big ideas Notable HBR articles

Scientifi c manage-
ment: Frederick Win-

slow Taylor’s The Principles 
of Scientifi c Management 
brings engineering rigor to 
business operations.

Henri Fayol’s 
book Administra-
tion Industrielle et 
Générale argues 
for chains of com-
mand, the separa-
tion of functions, 
and the importance 
of planning.

Henry Laurence Gantt develops the Gantt Chart, 
a project management tool still in use today.

Henry Ford dou-
bles factory wages 
and shortens the 
workday to eight 
hours, allowing 
employees to be-
come customers.

● OPENING OF THE PANAMA CANAL 

● RUSSIAN COMMUNIST REVOLUTION 

● WORLD OIL PRICE PER BARREL*: $14.67
● BREAKUP OF STANDARD OIL AND AMERICAN TOBACCO MONOPOLIES 

● WORLD WAR I (1914–18)

● 16TH AMENDMENT EMPOWERS THE U.S. GOVERNMENT TO COLLECT INCOME TAXES    

● FEDERAL RESERVE ACT
18TH AMENDMENT INTRODUCES PROHIBITION ●

*IN U.S. DOLLARS, ADJUSTED TO 2011 VALUE. **IN 1990 INTERNATIONAL DOLLARS. 

Great Moments in Management

COMPILED BY THE EDITORS OF HBR

Those insights sound humane, and they were. 
Still, the aim of the experiments was always to dis-
cover how psychology could be used to raise pro-
ductivity, resist unionization, and increase workers’ 
cooperation with management. Behind the effort 
of Taylor and the so-called “Harvard Circle” was an 
elitism, a class arrogance, almost incomprehensible 
by today’s standards. Dean Wallace B. Donham, who 
founded HBR, ardently believed that an educated 
managerial cadre—a “new managing class”—was 
the answer to the nation’s problems: to the Depres-
sion, to inept government, to social upheaval. He 
and others on the banks of the Charles looked down 
on the typical worker as a lesser being, one to be ma-
nipulated in service of higher purposes (or as Taylor 
said of the type of man best suited to load pig iron, 

“so stupid and so phlegmatic that he more nearly re-
sembles in his mental make-up the ox”). 

Management Triumphant 
Then into these stu� y rooms blew a blast of fresh, 
cleansing air. Call it Hurricane Drucker. Personal con-
fession: Although I, like every other right-thinking 
student of management, have long tugged my fore-
lock in ritual homage to the great man, I never fully 
appreciated what a revolutionary thinker he was un-
til I steeped myself in the work of his predecessors. 

The application of humanistic psychology 
to social institutions. Beginning with Concept of 
the Corporation (1946) and continuing through The 
Practice of Management (1954) and Managing for 
Results (1964), Peter Drucker laid out a vision of the 
corporation as a social institution—indeed, a social 
network—in which the capacity and potential of 
everyone involved were to be respected. Out with 
the vocabulary (and mind-set) of “boss,” “foreman,” 
and “worker”; in with “manager” and “employee.” If 
Drucker didn’t invent the concept of “management,” 
he did more than anyone else to introduce the “m” 
word and all its iterations into how we think about 
running organizations. 

Drucker didn’t foment the managerial revolution 
alone. Fritz Roethlisberger, in his masterly 1937 sum-
mation of the Hawthorne experiments, described or-
ganizations as “social systems.” Management’s job, 
he stated, was to maintain their equilibrium. In the 
1950s Drucker began to revive interest in the work of 
Mary Parker Follett, a largely forgotten � gure from 
the 1920s whose ideas about management—“power 
with” rather than “power over,” “constructive con-
frontation,” and the pursuit of “win-win” solutions—
found new resonance in the postwar era. 

Others chimed in. Douglas McGregor, first as a 
management professor at MIT’s Sloan School, then PH
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1910 1911 1912 1913 1914 1915 1916 1917 1918 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1929

The case teaching 
method is intro-
duced at Harvard 
Business School.

“The Profession 
of Business,” by 

Abbott Lawrence Lowell, 
asks for the fi rst—but 
hardly the last—time in 
HBR whether management 
is a profession.

Harvard Business 
Review is founded. 
In the fi rst issue 
Dean Wallace B. 
Donham raises a 
topic that HBR has 
explored ever since: 

“how a proper theory 
of business is to be 
obtained.”

Decentralization: 
DuPont develops a multi-

divisional structure to cope 
with its diversifi ed business.

Participatory 
management: 

Mary Parker Follett 
calls for “power 
with,” not “power 
over,” workers.

The Hawthorne studies of factory-worker 
productivity begin at Western Electric’s 
Cicero, Illinois, plant (above).

PAN AM, THE FIRST AIRLINE TO EXPLOIT INTERNATIONAL COMMERCIAL FLIGHT, IS FOUNDED ●

● WORLD GDP**: $1,734 BILLION
● WORLD OIL PRICE PER BARREL: $34.45 STOCK MARKET CRASH ●

THE GREAT DEPRESSION (1929–41) ●
● HYPERINFLATION IN GERMANY (1921–24)

● 19TH AMENDMENT GIVES U.S. WOMEN THE VOTE 

“The development, strengthening, 
and multiplication of socially minded 
business men is the central problem 
of business.” —DEAN WALLACE B. DONHAM

as the president of Antioch College, drew on the hu-
manistic psychology of Abraham Maslow—he of the 
hierarchy of human needs—to propound the famous 
Theory X (people are inherently lazy and will shirk 
their duties if they aren’t closely policed) and Theory 
Y (people want to � nd meaning in their work and will 
contribute in positive ways if the work is well de-
signed). X and Y, McGregor took pains to assert, were 

“di� erent cosmologies [that is, beliefs about the na-
ture of man]…but not managerial strategies.” To his 
dismay, nobody much listened to him on that detail. 

The overall thrust of the postwar managerial 
thinkers was to elevate the “humanity of produc-
tion.” Workers will be most productive, the reason-
ing went, if they’re respected and if managers rely on 
them to motivate themselves and solve problems on 
their own. 

Not that the old order went down without a � ght. 
After researching General Motors for Concept of the 
Corporation, Drucker persuaded rising GM executive 
Charlie Wilson to propose a set of reforms includ-
ing greater autonomy for plant managers and what 
we’d call “worker empowerment” today. Two forces 
killed the idea. One was the rest of GM management, 

including CEO Alfred P. Sloan. The other was the 
United Auto Workers, in the person of Walter Reu-
ther, who wanted no blurring of the line between 
management and labor. 

More-enlightened managerial attitudes com-
bined with other forces—a democratization of Amer-
ican society following World War II; an explosion of 
deferred demand for economic goods—to usher in 
two decades of good spirits and seeming content-
ment with corporations and their conduct. The num-
ber of strikes and other job actions dropped precipi-
tously from the nasty levels seen just after the war; 
union membership, as a percentage of the workforce, 
peaked and then began the long, slow decline that 
continues to this day. (Managerial solicitude was 
probably stimulated by an unemployment rate that 
fell below 3% in 1953.) 

The rise of strategic thinking. In addition to its 
more-enlightened attitudes toward employees, the 
postwar period brought a heightened sense of what 
managers could accomplish. Here again Drucker led 
the way.

From our perch in the 21st century, when every 
company has a strategy and every executive a set of 

PH
OT

O
G

RA
PH

Y:
 H

BS
 A

RC
H

IV
ES

, A
LC

AT
EL

-L
UC

EN
T 

AR
CH

IV
ES

, M
UR

RA
Y 

H
IL

L,
 N

EW
 J

ER
SE

Y

HBR.ORG

November 2012 Harvard Business Review 67

THE MANAGEMENT CENTURY



1930 1931 1932 1933 1934 1935 1936 1937 1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949

“The Merchan-
dising of Ideas” 

is the fi rst HBR 
article published by 
Marvin Bower, who 
later builds McKinsey 
& Company into a 
leading management 
consulting fi rm.

In The General Theory of 
Employment, Interest, and 
Money, John Maynard Keynes 
argues that in times of crisis, 
the state must intervene to 
create demand and jobs.

Human relations 
movement: Elton 

Mayo and his col-
leagues contend that 
group dynamics and 
respect from manage-
ment aff ect worker 
performance.

Dale Carnegie’s 
How to Win Friends 
and Infl uence 
People becomes 
the fi rst managing-
yourself blockbuster.

Chester Barnard’s 
The Functions of the 
Executive argues 
that companies are 
cooperative systems.

● ● HITLER’S APPOINTMENT AS CHANCELLOR OF GERMANY 

● WORLD GDP: $2,254 BILLION

● SPANISH CIVIL WAR (1936–39)
● CREATION OF THE FDIC ● MORGAN STANLEY FOUNDED UNDER THE GLASS-STEAGALL ACT

THE GREAT DEPRESSION (1929–41)

● WORLD OIL PRICE PER BARREL: $16.02
● SOCIAL SECURITY ACT

● CREATION OF THE SEC

● THE NEW DEAL

MAYO

“Organizations endure, however, in 
proportion to the breadth of the morality 
by which they are governed.” —CHESTER BARNARD

key objectives, it’s di�  cult to comprehend the lack 
of direction that is said to have characterized ear-
lier generations. But, as Drucker pointed out in The 
Practice of Management, “the early economist”—and, 
by implication, other students of management—

“conceived of the businessman and his behavior as 
purely passive: success in business meant rapid and 
intelligent adaptation to events occurring outside, in 
an economy shaped by impersonal, objective forces 
that were neither controlled by the businessman 
nor in� uenced by his reaction to them.” (Whether 
real-live businesspeople felt quite that powerless is 
debatable.) 

This was not good enough, Drucker proclaimed. 
“[M]anagement has to manage. And managing is not 
just passive, adaptive behaviour.” Managers had to 
take charge; they should be “attempting to change 
the economic environment…constantly pushing 
back the limitations of economic circumstances on 
the enterprise’s freedom of action.” To aid in the ef-
fort, he argued, managers should have objectives 
and should manage according to them. 

Drucker’s 1964 book, Managing for Results, set 
the bar higher, arguing that “businesses exist to 
produce results” and that managers should system-
atically scan their markets for opportunities to grow 
the enterprise. In a 1985 preface to a new edition, the 

author would claim that the book was the � rst one 
on business “strategy” but also recall that he and his 
publisher had been dissuaded from using that word. 

Consultants felt no such hesitation. In 1963 Bruce 
Henderson, a former Westinghouse executive and a 
true American original, started what was to become 
the Boston Consulting Group. In short order the � rm 
would take as its mission defining corporate strat-
egy—before then the term had barely been used—
and bringing the light of its gospel to corporations. 

This was no mere shift in vocabulary. The rise 
of corporate strategy represented a bold new reach 
by those concerned with the “things of production.” 
BCG’s building-block concepts—the experience 
curve, the growth-share matrix—were enormously 
influential, but even more important was the ana-
lytical passion that lay underneath. The consultants 
insisted on delving into the numbers behind costs, 
customers, and competitors to a depth that few 
companies had plumbed before. Strategy’s constant 
companion and facilitator was what I’ve elsewhere 
called Greater Taylorism—the imperative to take a 
sharp pencil and a stopwatch not just to some poor 
schlub’s daily labor but to every aspect of the com-
pany’s operations. 

Strategy was aggressive. The point of gathering all 
those numbers was to � gure out where you stood in 
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1930 1931 1932 1933 1934 1935 1936 1937 1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949

SELF-
ACTUALIZATION

ESTEEM

SOCIAL NEEDS

SAFETY AND SECURITY

PHYSIOLOGICAL NEEDS (SURVIVAL)

Maslow’s 
hierarchy

Maslow

“Stock Options for 
Executives,” by 

John Baker, tackles 
the topic of executive 
compensation, which 
HBR will return to 
in every decade to 
follow.

“Human 
Relations in 

Modern Business,” 
by Robert Wood 
Johnson II, the 
chairman of J&J, 
looks at HR as a 
function.

Hierarchy  
of needs:  

Abraham Maslow 
explores what mo-
tivates people be-
yond pure survival 
in a journal article, 

“A Theory of Human 
Motivation.”

In Administrative 
Behavior, Herbert 
Simon examines 

“bounded rational-
ity” in decision 
making.

In “A Challenge to 
Business Educa-

tion” Robert Calkins 
raises questions about 
the purpose of business 
education, a theme 
that remains timely.

WWII (1939–45)

● World gdp: $3,001 billion

● The Marshall plan● The GI bill
● Start of the baby boom ● World oil price per barrel: $16.35

● George Orwell coins the term “cold war” 
Chinese Communist Revolution ●

relation to competitors and how you might seize ad-
vantage over them. With graphs and diagrams, BCG 
relentlessly brought home the importance of being 
number one or number two in your line of business. 

By 1967, when John Kenneth Galbraith pub-
lished The New Industrial State, some had begun to 
worry that American companies and their leader-
ship had perhaps become too aggressive. Galbraith 
decried the fact that firms had grown so large and 
successful—by 1974 the 200 largest U.S. manufac-
turing companies controlled two-thirds of the coun-
try’s manufacturing assets and more than three-
fifths of its sales, employment, and income. He 
argued that social goals increasingly were adapted 
to corporate goals. A largely anonymous “techno-
structure” of business leaders could dictate to con-

sumers what to buy and, implicitly, how to live—or 
so the theory went. 

The Era of Nervous Globalism 
After two decades without serious recession, the oil 
shocks of the 1970s and an accompanying economic 
malaise put paid to the notion of managerialism 
triumphant. A 1966 Harris poll had found 55% of 
Americans voicing “a great deal of confidence” in the 
leaders of large companies. By 1975 the percentage 
had dropped to 15.

Forces for change. Multiple new forces con-
fronted American executives, unleashing height-
ened competition and eventually disrupting the rela-
tive amity that had prevailed among business, labor, 
and government. 

Although the French have their grandes 
écoles and the Japanese their celebrated 

“Toyota way,” most of the managerial ideas 
that make it into print arrive courtesy of 
Anglophones. Thinkers born outside the U.S. 
or Great Britain who achieve gurudom— 
Kenichi Ohmae, C.K. Prahalad, W. Chan 
Kim—have typically spent time at an En- 
glish-speaking university or consulting firm. 

Where are the voices of indigenous 
Indian, Chinese, and African business 

leaders who have original ideas, rooted in 
their cultures, to add new perspectives to 
the worldwide conversation about man-
agement? So far they’re found mostly in 
interviews with CEOs of successful global 
companies. But then, most CEOs aren’t 
management thinkers first and foremost. 

Expect to see more ideas bubbling up 
through at least two channels as here-
tofore Western notions of management 
spread. The first is the academy. The best 

estimates indicate that more than 100,000 
MBAs and other graduate management 
degrees are awarded in India each year, 
almost all from programs conducted in 
English. Second, consulting firms such as 
McKinsey and the Boston Consulting Group 
are now authentically global organizations, 
with their leadership and the bulk of their 
revenue coming from outside the U.S. If 
partners get to the point where they aren’t 
so busy building their firms’ practices in 
new lands, perhaps they’ll start capturing 
some of what they’ve learned and translat-
ing it into articles and books. 

Saving Ourselves from Global Provincialism
The worldwide lingua franca of management is English—
at least until Chinese takes its place. English is also the 
dominant language of management literature. 
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In The Changing Culture 
of a Factory, organi-
zational psychologist 
Elliott Jaques suggests 
that managers should 
be measured on the 
long-term impact of 
their decisions.

1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 1968 1969

● WORLD GDP: $4,082 BILLION ● SOVIET LAUNCH OF SPUTNIK  
● FOUNDING OF NASA 

● MCDONALD’S OPENS ITS FIRST FRANCHISE
CASTRO’S RISE TO POWER IN CUBA ●

● WORLD OIL PRICE PER BARREL: $15.97 ● BROWN V. BOARD OF EDUCATION 

● KOREAN WAR (1950–53) ● VIETNAM WAR (1954–75)

“Barriers and 
Gateways to 

Communication,” 
by Carl Rogers 
(above) and F.J. 
Roethlisberger, 
applies insights 
from psychotherapy 
to managerial work. 

Peter Drucker’s 
Concept of the Cor-
poration (1946), The 
Practice of Manage-
ment (1954), and 
Managing for Results 
(1964) develop a more 
humanistic vocabu-
lary for management.

“How to Deal with Resistance 
to Change,” by Paul Law-

rence, introduces the notion that 
implementing change in organiza-
tions is an uphill battle.

LAWRENCE

“There is only one valid defi nition 
of business purpose: To create a 
customer.” —PETER DRUCKER

In an attempt to fight runaway inflation, U.S. 
President Jimmy Carter launched e� orts to deregu-
late airlines, railroads, and trucking. His successors 
would leap onto the deregulatory bandwagon, turn-
ing their attention to telecommunications and fi-
nance. Meanwhile, U.S. attempts to encourage global 
trade were succeeding all too well. As imported cars, 
steel, and consumer electronics piled into domestic 
markets, doubts snuck in, too: “Could it be that a 
bunch of foreigners, particularly the Japanese, know 
more about management than we do?” 

Technology, especially computer technology, 
steadily increased the calculating power available 
to the numbers people, in the form of the integrated 
circuit (late 1950s), the minicomputer (mid 1960s), 
the microprocessor (early 1970s), and then the mi-
crocomputer (mid 1970s), soon to morph into the 
ubiquitous PC. Greater Taylorism, launched in the 
era of slide rules, had found the means to create 
ever more precise models of how a business should 
perform. 

As stocks began to heat up again in 1982—it had 
taken the Dow Jones Industrial Average 10 years to 
crawl back to its 1972 high of 1,000—a lively market 

for corporate control developed. Old constraints 
against hostile takeovers fell away, new sources of 
funds became available to potential acquirers (think 
junk bonds), and financiers realized there was 
money to be made in buying up companies that had 
a dog’s breakfast of businesses and selling off the 
parts. More than 25% of the � rms on the Fortune 500 
list in 1980 were acquired by 1989. 

Shareholder capitalism’s ascent over stake-
holder capitalism. During this period of intense 
change, the purpose of strategy, and indeed of cor-
porate management, took on new clarity: It was to 
create wealth for shareholders. To be sure, that idea 
had always been around, dating back to the bucca-
neering financiers of the 19th century. But during 
management’s era of good feelings, a more inclusive 
notion had taken root in some quarters. As Michael 
Lind notes in Land of Promise, his recent economic 
history of the United States, in 1951 the chairman of 
Standard Oil of New Jersey had proclaimed, “The 
job of management is to maintain an equitable and 
working balance among the claims of the various 
directly a� ected interest groups…stockholders, em-
ployees, customers, and the public at large.” Some-
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In A Behavioral 
Theory of the Firm, 
Richard Cyert and 
James March move 
beyond classical 
economics to explain 
organizational 
behavior.
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STARS QUESTION
MARKS

DOGSCASH
COWS

● WORLD GDP: $6,855 BILLION
● ECONOMIC OPPORTUNITY ACT
● EMPLOYMENT INCREASES AFTER THE REVENUE ACT OF 1964 CUTS TAX RATES

EQUAL PAY ACT ●
● WORLD OIL PRICE PER BARREL: $14.42

● CIVIL RIGHTS ACT ● FREEDOM OF INFORMATION ACT
● WALMART REDEFINES DISCOUNT RETAILING

Theory X and 
Theory Y: 

Douglas McGregor 
challenges the idea 
that workers will 
shirk unless they’re 
closely policed.

“Marketing Myopia,” 
by Ted Levitt, 

raises the now-classic 
question “What business 
are you really in?”

The Boston Consulting Group 
introduces the growth share 
matrix (above), which crystallizes 
the relationship between market 
share and market growth.

“One More 
Time: How Do 

You Motivate Em-
ployees?,” by Fred-
erick Herzberg, 
makes the case for 
intrinsic rewards, 
such as challenging 
work.

John Kenneth 
Galbraith’s book 
The New Indus-
trial State argues 
that corpora-
tions have too 
much power.

LEVITT

times labeled “stakeholder capitalism,” this broader-
minded conception would be steadily chipped away 
at by partisans of “shareholder capitalism,” to the 
point that it almost disappeared from discussions of 
corporate purpose. 

Management thinkers responded to the new 
pressures besetting corporations by sharpening their 
focus. With his 1980 book, Competitive Strategy, Mi-
chael Porter did more than anyone else to give strat-
egy an academic rigor it sometimes lacked among 
consultants. His next book, Competitive Advantage 
(1985), would arm companies with concepts such 
as the value chain, enabling them to break down 
every stage of their operations into units that could 
be costed out, benchmarked, and measured for 
competitiveness. 

As the economy quickened and the deal making 
and excitement on Wall Street mounted, more peo-
ple sought to join the ranks of management—or at 
least to obtain the entry credential, the MBA, whose 
luster was burnished by the salaries paid degree-
holders by investment banks and management con-
sulting � rms. Some 26,000 MBAs had been awarded 
in the United States in 1970; by 1985 the number was 
up to 67,000. 

At business schools, strategy experts such as 
Porter displaced the faculty who had been teach-
ing “business policy.” Professors of � nance assumed 
greater pride of place, shoving toward the periphery 
teachers of the “softer” subjects—human behav-
ior, organizational dynamics—once central to Don-

One constant throughout the century has been that 
corporate leadership focuses on the wants and 
needs of employees in direct proportion to the scar-
city of labor. 

How to Really Get Management’s Attention

World War I took about 5 million 
men out of the workforce temporar-
ily, and when it ended, the gates 
slammed shut against the tide of 
low-cost immigrant labor. Only 
shortly after that did social science 
initiatives such as the Hawthorne 
studies try to divine what was on 
workers’ minds. 

Labor shortages during World 
War II, combined with wage controls, 
prompted companies to begin of-
fering health insurance benefi ts to 
employees, saddling the U.S. with 
the employment-based system that 
bedevils us today. 

In 2001 three McKinsey consul-
tants published The War for Talent. 
The book refl ected the fact that 
during the internet boom of the prior 
few years, corporate management 
had become worried that a lack of 
tech-savvy employees would limit 
their companies’ growth or leave 
their business models at risk. But 
with the popping of the tech bubble, 
the talent war was mostly called 

off —or it was fought selectively—
and swaths of what had once been 
thought of as talent were mowed 
down by layoff s. 

These days solicitude can be even 
more fi nely targeted, with busi-
ness analytics enabling companies 
to parse their human resources to 
precisely identify which individu-
als or positions generate the most 
profi t. To hear one executive at a 
corporation renowned for its HR 
prowess tell it, “We want someone 
with just the right skills exactly when 
we need them, and no longer than 
that.” During the recent recession 
many companies discovered that 
they could indeed do just fi ne with 
fewer employees than they’d had in 
the past—leaving only the question 
of where these lean, mean enter-
prises are to fi nd enough customers 
with well-paying jobs to buy their 
products.
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1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989

POTENTIAL ENTRANTS

SUPPLIERS BUYERS

SUBSTITUTES

INDUSTRY
COMPETITORS

“Evolution and 
Revolution 

as Organizations 
Grow,” by Larry 
Greiner, posits 
that organizations 
go through predict-
able developmen-
tal stages.

“The Manager’s 
Job: Folklore and 

Fact,” by Henry Mintz-
berg, reveals how 
managers use intuition 
and relationships in 
their work.

Rosabeth Moss Kanter 
publishes Men and Women of 
the Corporation, a landmark 
work on corporate power as 
it relates to women.

Agency theory: 
Michael Jensen 

(above) and William 
Meckling introduce 
the idea that manag-
ers’ and stockholders’ 
interests need to be 
aligned.

In The Concept 
of Corporate 
Strategy, Kenneth 
Andrews identi-
fi es strategy as the 
primary work of 
executives.

“How Competitive 
Forces Shape Strategy,” 

by Michael Porter, outlines the 
fi ve forces that aff ect competi-
tive positioning.

KANTER

THE FIVE 
FORCES

VIETNAM WAR (1954–75)

● ELECTRONIC CREDIT-CARD AUTHORIZATION BEGINS 

● WORLD GDP: $12,138 BILLION
● WORLD OIL PRICE PER BARREL: $10.42

● WATERGATE SCANDAL (1972–74)
IRAN HOSTAGE CRISIS (1979–81) ●

CHINA PERMITS FOREIGN DIRECT INVESTMENT ●
● OCCUPATIONAL SAFETY AND HEALTH ACT ● AIRLINE DEREGULATION ACT

● OPEC OIL EMBARGO SETS OFF ERA OF STAGFLATION 

CHINA JOINS THE UN ● 
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ham’s and Mayo’s visions of management education. 
Across the board, both in the corporate world and in 
academics, the numbers people seemed to be win-
ning, bringing greater quantitative precision to in-
creasingly specialized domains of expertise. 

But they weren’t necessarily winning the hearts 
of the wider managerial population. In 1982 two 
McKinsey consultants, Tom Peters and Bob Wa-
terman, published In Search of Excellence. It was a 
paean to the importance of culture in organizations, 
an attack on strategy as a merely quantitative ex-
ercise, and a celebration of the human element in 
making companies successful. “Soft is hard,” Peters 
observed. The book sold more than 6 million cop-
ies, astonishing its authors and alerting the publish-
ing industry to the existence of a huge audience for 
books on managerial wisdom. It didn’t hurt that Ex-
cellence extolled U.S. companies and their practices, 
this shortly before President Ronald Reagan would 
announce “It’s morning again in America” and well 
after everyone outside Japan had grown tired of be-
ing lectured on the superiority of that country’s man-
agement methods. 

For the next 30 years, right down to our own day, 
the two strains of thought—the numbers-driven 
push for greater pro� tability, and the cry for more 
respect for the “humanity of production”—would 
coexist in uneasy tension. And not just on the com-
manding heights of management thought, where 
ideas, books, gurus, and academics battle for atten-
tion. The debate has also taken place in conference 

rooms and o�  ces—and in the minds of executives 
deliberating tough choices—where the fates of busi-
nesses, and people, are decided.

Fueled by tax cuts and deficit spending under 
President Reagan, the U.S. economy surged ahead 
after 1982. But, unlike in the 1950s, this rising tide 
didn’t lift all boats. In the name of beating foreign 
competition, completing (or avoiding) takeovers, 
and serving the interests of shareholders, it became 
acceptable to sell off businesses that didn’t fit the 
new corporate strategy and to lay o�  battalions of 
workers. Most famously at General Electric under 
Jack Welch, the old employer-employee contract, 
with its implicit assurance of something like lifetime 
employment, was ripped up. And the stock market 
cheered, as did many an individual investor lured 
back into the action by rising share prices and a daz-
zling variety of mutual funds, 401(k) plans, and indi-
vidual retirement accounts. 

Management literature provided the intellectual 
undergirding for the new aggressiveness. Since the 
1960s, strategists had sounded a wake-up call about 
the need to know your competition, an adjuration 
almost totally neglected by the big thinkers of the 
prior era. Exploiting tools such as the Freedom of 
Information Act (1966) and databases such as Lexis-
Nexis (1970s), consultants helped clients � ll in the 
details to see how their situations � t the frameworks 
devised by Porter and others.

In two notable HBR articles in the 1980s, Mi-
chael Jensen resurrected agency theory, providing 
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1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989

“Managing 
Our Way to 

Economic De-
cline,” by Robert 
Hayes and William 
Abernathy, delivers 
a scathing critique 
of U.S. managers’ 
focus on short-term 
fi nancial gain.

“The Discipline 
of Innovation,” 

by Peter Drucker, 
off ers a systematic 
approach to the 
creative process.

“Management 
Women and the 

New Facts of Life,” 
by Felice Schwartz, 
starts a conversation 
about “the mommy 
track,” though those 
words don’t appear 
in the article.

Tom Peters and Rob-
ert Waterman Jr.’s In 
Search of Excellence 
lionizes strong organi-
zational cultures.

“Quality 
on the 

Line,” by David 
Garvin, describes 
the results of a two-
year study revealing 
huge diff erences 
in quality between U.S. and 
Japanese manufacturers.

Michael Porter’s Com-
petitive Strategy (1980)
and Competitive Advantage 
(1985) bring new rigor to the 
study of strategy.

● WORLD GDP: $18,818 BILLION ● UNION CARBIDE POISON GAS LEAK IN BHOPAL, INDIA

● FIRING OF AIR TRAFFIC CONTROLLERS ● BREAKUP OF AT&T  
S&L BANK BAILOUT ●● CHRYSLER TURNS ITSELF AROUND WITH MASSIVE GOVERNMENT ASSISTANCE (1980–83)

FALL OF THE BERLIN WALL ●

● WORLD OIL PRICE PER BARREL: $100.54 ● BLACK MONDAY ON THE NYSE
● REAGANOMICS (TAX REFORM ACT OF 1986)
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“Strategy is about making choices, 
trade-off s; it’s about deliberately 
choosing to be diff erent.” —MICHAEL PORTER

a rationale for takeover activity. The idea held that 
although companies existed to enrich shareholders, 
too often their managers developed interests of their 
own, particularly if they didn’t have a sufficiently 
large ownership stake in the enterprise. To keep their 
eyes on the prize, they needed both the stick of po-
tentially being acquired and the carrot of incentives 
linked to stock price. 

Conveniently, in 1993 the U.S. Congress changed 
the tax code to encourage the grant of stock options 
as executive compensation. As Lind points out, by 
the end of the decade more than half the payout to 
the typical Fortune 500 executive took that form. So 
what if the ratio of CEO pay to that of the humble 
cubicle worker was climbing to Olympian heights? 
Think of all the value the CEO was creating. OK, per-

haps this wasn’t the kind of moral leadership that 
Wallace Donham had had in mind for the manage-
rial class, but he was long dead, his voice largely 
forgotten.

With the reengineering movement, the impera-
tive to exploit the latest information technology 
turbocharged the push for e�  ciency and competi-
tiveness. Obliterate your existing processes, admon-
ished Michael Hammer in a celebrated 1990 HBR 
article and then with coauthor James Champy in a 
best-selling book. Redesign them with your ultimate 
customer in view, the sight line provided by the won-
ders of new electronic communications. Companies 
flocked to reengineering’s banner, but too often 
merely as a lofty-sounding justi� cation for layo� s. 
Eventually so many corporate innocents had been 

One question that has 
percolated throughout the 
Management Century, some-
times just below the surface, 
is, What are the sources, 
moral and otherwise, of 
a corporate executive’s 
authority? 

We know how Frederick Taylor would 
have answered (“his superior knowledge of 
scientifi c management”) and what Wallace 
Donham would have said (“his member-
ship in an educated, civic-minded elite”). 
But in an era when many forward-looking 
organizations aspire to fl atter structures 
and distributed decision making, deference 
to authority based merely on a place in the 
hierarchy seems outmoded, hypocritical, 
or even comic (take a look at Dilbert or any 
episode of The Offi  ce, British or American).

The source-of-authority question pre-
sents itself with equal or greater urgency to 
those at the top of the political, educa-
tional, and fi nancial heaps. Answers built 
on effi  cacy (“she gets results”) or even 
inspiration (“he provides a vision”) lack the 
moral resonance earlier managerial gen-
erations would have hoped for. Recovering 
or reimagining authentic, satisfying sources 
of executive authority will be high on the 
to-do list for management’s next century. 

Who Made You the Boss?
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1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

“Leading 
Change: Why 

Transformation Ef-
forts Fail,” by John 
Kotter, describes 
the art of persuad-
ing people—and 
organizations—to 
change.

The Fifth Discipline, by 
Peter Senge, applies 
systems thinking to the 

“learning organization.”

In “How to Kill 
Creativity” Teresa 

Amabile looks at how 
managers systemati-
cally (but unintention-
ally) crush people’s 
ability to innovate.

“Reengineering 
Work: Don’t 

Automate, Obliter-
ate,” by Michael 
Hammer, launches 
the reengineering 
movement.

“The Balanced Scorecard—Mea-
sures That Drive Performance,” 

by Robert Kaplan and David Norton, 
emphasizes the importance of nonfinan-
cial performance measures.

“The Core 
Competence 

of the Corporation,” 
by C.K. Prahalad 
(above) and Gary 
Hamel, argues that 
companies compete 
on capabilities as 
much as positioning.

“What Makes a 
Leader?” by Daniel 

Goleman, discusses 
emotional intelligence in 
the workplace. 

● World GDP: $27,540 billion; world oil price per barrel: $40.83 Start of Europe’s conversion to the euro ●

● NAFTA
Gulf War (1990–91) ●

● Maastricht treaty forms the European union
● Start of India’s economic liberalization ● Alan Greenspan coins the term “irrational exuberance”

● Collapse of Soviet Union ● Amazon pioneers internet retailing ● Hong Kong’s return to China 
● Mexican financial crisis (1994–95)

● Asian financial crisis (1997–98)

Kaplan

Sources World GDP: “Estimates of World GDP, One Million B.C.–Present,” J. Bradford De Long, Department of Economics, 
U.C. Berkeley, 1998. World oil prices: BP Statistical Review of World Energy, 2012.

tance of delighting customers, and the imperative 
to navigate change, as in figuring out who’d moved 
your cheese. 

If the thinking on the human side coalesced at all, 
it was around two themes: leadership and innova-
tion. Over the last two decades of the 20th century, 
business schools revised their mission from “educat-
ing general managers” to “helping leaders develop.” 
Unfortunately, despite some inspiring writing on 
how leaders differ from managers, no consensus 
has formed on exactly what constitutes a leader or 
how those exalted beings come to exist. (The cur-
rent downturn has raised questions about corporate 
leaders’ sources of authority as well. See the sidebar 

“Who Made You the Boss?”)
Innovation invites less controversy. Both human-

ists and numbers people recognize its critical, com-
pany-saving importance in an era when new rivals 
can emerge suddenly from nowhere, industry lead-
ership can change hands in a trice, and competitive 
advantages once thought unassailable are eroded in 
months. Books by Richard Foster and Clayton Chris-
tensen demonstrated to a wide managerial audience 
how new technologies systematically displace old 
ones, in the process overthrowing the pecking order 
of entire industries.

Innovation is where satisfying the fierce de-
mands of the market depends, as never before, on 
eliciting the best from the humanity of production. 
No one yet appears to have been able to automate 
the invention of the new or to come up with ma-

slaughtered in its name that the movement was dis-
credited, to be held up later as a chief example of a 
management fad gone horribly wrong. 

The shift toward leadership and innova-
tion. Advocates for the humanity of production, 
meanwhile, pursued a blurrier line. Within a couple 
of years of the publication of In Search of Excellence, 
BusinessWeek reported that a third of the companies 
held up in the book no longer met the authors’ crite-
ria for superiority. This embarrassment suggested a 
more general confusion that was to dog the human-
ists—namely, just what were the managerial prac-
tices that would bring out the best from employees, 
and how were they to be measured and their value to 
the company calculated? 

Strategy at least had a fairly clear paradigm and 
set of frameworks for successive generations of 
thinkers to build on. Champions of shareholder 
value gloried in their single yardstick, the stock 
price, as the measure of all things. By comparison, 
students of human behavior in organizations were 
all over the landscape. Scholars in the field decried 
what one of them, Jeffrey Pfeffer, called its “fairly 
low level of paradigm development” and the fact 
that they couldn’t agree among themselves about 
which problems most needed to be addressed. 

Such eclecticism, to put it charitably, was mir-
rored on the list of business best sellers. Books on 
how to be a learning organization jostled with ones 
on the wisdom of teams, the power of corporate loy-
alty, the necessity of core competences, the impor- Photograph
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1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

TIER 1

TIER 2

TIER 3 330 million

TIER 4

2 million

60 million

800 million

POPULATION (China)

$5,000 to $10,000

>$20,000

$10,000 to $20,000

<$5,000

PURCHASING POWER

In “The End of Corporate 
Imperialism,” C.K. Prahalad 

and Kenneth Lieberthal note the 
huge business opportunities near 
the bottom of the pyramid.

In Creative Destruc-
tion, Richard Foster 
and Sarah Kaplan 
explain how com-
panies can better 
sustain their per-
formance by acting 
more like markets.

Disruptive 
innovation: 

Clayton Chris-
tensen explains 
how disruptive 
technologies cause 
great fi rms to fail.

“How GE Is Dis-
rupting Itself,” 

by Jeff rey Immelt, 
Vijay Govindarajan, 
and Chris Trimble, 
introduces the 
idea of “reverse 
innovation.” 

Analytics: 
Thomas Dav-

enport and others 
examine fi rms 
whose competitive 
advantage comes 
from understand-
ing data better.

● WORLD GDP: $41,017 BILLION; WORLD OIL PRICE PER BARREL: $37.22

● TOYOTA DISPLACES GM AS THE #1 AUTOMAKER
● DOT-COM BUBBLE BURSTS AFTER NASDAQ PEAK OF 5046.86 

● SEPTEMBER 11 ATTACKS ON WORLD TRADE CENTER AND PENTAGON
● GREAT RECESSION (2007–09)

● START OF U.S. WAR IN AFGHANISTAN
● IRAQ WAR (2003–11)● CHINA JOINS THE WTO

● FACEBOOK IS FOUNDED, AND SOCIAL NETWORKING TAKES OFF 
ARAB SPRING BEGINS IN TUNISIA ●

CHINA PASSES JAPAN AS THE WORLD’S SECOND-LARGEST ECONOMY ●

MARKET PYRAMID

“If you only do what worked in 
the past, you will wake up one 
day and fi nd that you’ve been 
passed by.” —CLAYTON CHRISTENSEN

chine-replicable substitutes for the spark of human 
imagination. Perhaps the biggest managerial chal-
lenge facing the 21st-century company will be � nd-
ing ways to free that spark, resident in employees, 
from the organization’s tidal pull to keep doing the 
same old things. 

THE AGE OF MANAGEMENT isn’t over, of course. Man-
agement thought is spreading to wherever capital-
ism and more-or-less free markets � nd a home. By 
some counts that home has welcomed 3 billion new 
inhabitants over the past two decades, with the fall 
of Soviet communism and the economic liberaliza-
tion of China and India. Capitalism and the manage-
rial ideas that struggle to make it more productive 
have indisputably rendered the world richer and bet-
ter educated. And not just the capitalist and manage-
rial elite, including the estimated half million people 
awarded an MBA or its foreign equivalent last year: 
The percentage of people worldwide living below 
the poverty line has dropped dramatically in the past 
50 years, while literacy rates have steadily climbed. 

In the world of o�  ces, factories, stores, and even 
cubicle farms, particularly those of large organi-
zations, people expect to be treated with fairness 
and respect (even if their long-term job security is 
less assured). Blatant sexism, naked bullying, and 
outrageous managerial behavior are more likely 
to be called out, even if they haven’t been totally 
eliminated. Upon going through the front door of a 
company almost anywhere in the capitalist world, 

a visitor can typically assume that certain rules will 
be followed, certain procedures observed. 

True, managerialism hasn’t solved all the prob-
lems in the workplace. Most notably, it hasn’t fig-
ured out a way to employ everyone who wants a job, 
though achieving that goal probably requires the ef-
forts of government and economists as well, along 
with a public consensus. Ironies, occasionally cruel, 
have accompanied managerialism’s rise. As Peter 
Drucker observed, when he was a boy growing up 
in Vienna the people who put in the longest hours 
were those at the bottom of the economic ladder—
the lady’s maid expected to wait up for her mistress 
to return home from the opera. Nowadays it’s the 
executive elite, � elding 300 e-mails a day and calls 
from around the world, who toil into the night. 

And managerialism’s work is not finished. Be-
cause management is, finally, about how to make 
humans and their organizations more e� ective—and 
because humans stubbornly cling to their propensity 
to be, well, human—there will never be “the one best 
way.” But there’s almost always a better way. Man-
agement will keep looking for it. 
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