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Author’s Note

I am delighted that my book, The Effective Executive, is being included in the HarperBusiness Essentials series. Since its first publication, in 1966, it has found a large and continuing readership throughout the world with translations into more than two dozen languages. It is required reading in a large number of worldwide enterprises—big ones and small ones—both for people promoted to their first executive position and for people promoted to higher executive jobs. For the need to learn to be an effective executive still remains. An effective executive is not “talent,” let alone “genius.” The effective executive follows practices that can be learned and must be learned. It is increasingly difficult to be effective as an executive in all organizations of our diverse society and not in businesses alone. It is equally necessary for the fulfillment of the individual and for the performance of the organization.

The Effective Executive is both a concise blueprint for effectiveness as an executive within an organization and a practical guide to managing oneself for performance and achievement, whether within an organization or on one’s own. It is equally the best introduction for the nonmanager—whether student or layman—to management and organizations.

This book grew out of twenty years of consulting with business executives. But it was first developed as a program for the senior executives of the Eisenhower administration. It has long been required reading in scores of major business organizations and also for any executive, no matter how senior or experienced, who is given a new assignment. It is equally required reading in several of the world’s largest universities for anyone promoted to an administrative assignment, e.g., department chairman or dean. The same is true in hospitals. The book has proven itself particularly useful for the million or more people who, in the last thirty years, have started their own community foundations and nonprofits in the United States. For every developed society has become a society of organizations. And every organization, whatever its specific function, depends for its performance (and indeed its survival) on the effectiveness of its executives.

Peter F. Drucker

April 2002
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Preface

Management books usually deal with managing other people. The subject of this book is
managing oneself for effectiveness. That one can truly manage other people is by no means
adequately proven. But one can always manage oneself. Indeed, executives who do not manage
themselves for effectiveness cannot possibly expect to manage their associates and
subordinates. Management is largely by example. Executives who do not know how to make
themselves effective in their own job and work set the wrong example.

To be reasonably effective it is not enough for the individual to be intelligent, to
work hard or to be knowledgeable. Effectiveness is something separate, something
different. But to be effective also does not require special gifts, special aptitude, or
special training. Effectiveness as an executive demands doing certain—and
fairly simple—things. It consists of a small number of practices, the practices that
are presented and discussed in this book. But these practices are not “inborn.”
In forty-five years of work as a consultant with a large number of executives in a wide
variety of organizations—large and small; businesses, government agencies, labor
unions, hospitals, universities, community services; American, European, Latin American,
and Japanese—I have not come across a single “natural”: an executive who
was born effective. All the effective ones have had to learn to be effective. And all of
them then had to practice effectiveness until it became habit. But all the ones who worked
on making themselves effective executives succeeded in doing so. Effectiveness can be
learned—and it also has to be learned.

Effectiveness is what executives are being paid for, whether they work as managers who
are responsible for the performance of others as well as their own, or as individual
professional contributors responsible for their own performance only. Without
effectiveness there is no “performance,” no matter how much intelligence and
knowledge goes into the work, no matter how many hours it takes. Yet it is perhaps not too
surprising that we have so far paid little attention to the effective executive.
Organizations—whether business enterprises, large government agencies, labor unions,
large hospitals, or large universities—are, after all, brand new. A century ago
almost no one had even much contact with such organizations beyond an occasional trip to
the local post office to mail a letter. And effectiveness as an executive means
effectiveness in and through an organization. Until recently there was little reason for
anyone to pay much attention to the effective executive or to worry about the low
effectiveness of so many of them. Now, however, most people—especially those with
even a fair amount of schooling—can expect to spend all their working lives in an
organization of some kind. Society has become a society of organizations in all developed
countries. Now the effectiveness of the individual depends increasingly on his or her
ability to be effective in an organization, to be effective as an executive. And the
effectiveness of a modern society and its ability to perform—perhaps even its ability
to survive—depend increasingly on the effectiveness of the people who work as
executives in the organizations. The effective executive is fast becoming a key resource
for society, and effectiveness as an executive a prime requirement for individual
accomplishment and achievement—for young people at the beginning of their working
lives fully as much as for people in mid-career.

Claremont, California         
      Peter F. Drucker

New Year’s Day, 1985



1: Effectiveness Can Be Learned

To be effective is the job of the executive. “To effect” and “to
execute” are, after all, near-synonyms. Whether he works in a business or in a
hospital, in a government agency or in a labor union, in a university or in the army, the
executive is, first of all, expected to get the right things done. And this is
simply that he is expected to be effective.

Yet men of high effectiveness are conspicuous by their absence in executive jobs. High
intelligence is common enough among executives. Imagination is far from rare. The level of
knowledge tends to be high. But there seems to be little correlation between a man’s
effectiveness and his intelligence, his imagination or his knowledge. Brilliant men are
often strikingly ineffectual; they fail to realize that the brilliant insight is not by
itself achievement. They never have learned that insights become effectiveness only
through hard systematic work. Conversely, in every organization there are some highly
effective plodders. While others rush around in the frenzy and busyness which very bright
people so often confuse with “creativity,” the plodder puts one foot in front of
the other and gets there first, like the tortoise in the old fable.

Intelligence, imagination, and knowledge are essential resources, but only
effectiveness converts them into results. By themselves, they only set limits to what can
be attained.

WHY WE NEED EFFECTIVE EXECUTIVES

All this should be obvious. But why then has so little attention been paid to
effectiveness, in an age in which there are mountains of books and articles on every other
aspect of the executive’s tasks?

One reason for this neglect is that effectiveness is the specific technology of the
knowledge worker within an organization. Until recently, there was no more than a handful
of these around.

For manual work, we need only efficiency; that is, the ability to do things right
rather than the ability to get the right things done. The manual worker can always be
judged in terms of the quantity and quality of a definable and discrete output, such as a
pair of shoes. We have learned how to measure efficiency and how to define quality in
manual work during the last hundred years—to the point where we have been able to
multiply the output of the individual worker tremendously.

Formerly, the manual worker—whether machine operator or front-line
soldier—predominated in all organizations. Few people of effectiveness were needed:
those at the top who gave the orders that others carded out. They were so small a fraction
of the total work population that we could, rightly or wrongly, take their effectiveness
for granted. We could depend on the supply of “naturals,” the few people in any
area of human endeavor who somehow know what the rest of us have to learn the hard way.

[image: bullet]  This was true not only of business and the army. It is hard to realize today that “government” during the American Civil War a hundred years ago meant the merest handful of people. Lincoln’s Secretary of War had fewer than fifty civilian subordinates, most of them not “executives” and policy-makers but telegraph clerks. The entire Washington establishment of the U.S. government in Theodore Roosevelt’s time, around 1900, could be comfortably housed in any one of the government buildings along the Mall today.

The hospital of yesterday did not know any of the “health-service
professionals,” the X-ray and lab technicians, the dieticians and therapists, the
social workers, and so on, of whom it now employs as many as two hundred and fifty for
every one hundred patients. Apart from a few nurses, there were only cleaning women,
cooks, and maids. The physician was the knowledge worker, with the nurse as his aide.

In other words, up to recent times, the major problem of organization was efficiency in
the performance of the manual worker who did what he had been told to do. Knowledge
workers were not predominant in organization.


In fact, only a small fraction of the knowledge workers of earlier days were part of an
organization. Most of them worked by themselves as professionals, at best with a clerk.
Their effectiveness or lack of effectiveness concerned only themselves and affected only
themselves.

Today, however, the large knowledge organization is the central reality. Modern society
is a society of large organized institutions. In every one of them, including the armed
services, the center of gravity has shifted to the knowledge worker, the man who puts to
work what he has between his ears rather than the brawn of his muscles or the skill of his
hands. Increasingly, the majority of people who have been schooled to use knowledge,
theory, and concept rather than physical force or manual skill work in an organization and
are effective insofar as they can make a contribution to the organization.

Now effectiveness can no longer be taken for granted. Now it can no longer be
neglected.

The imposing system of measurements and tests which we have developed for manual
work—from industrial engineering to quality control—is not applicable to
knowledge work. There are few things less pleasing to the Lord, and less productive, than
an engineering department that rapidly turns out beautiful blueprints for the wrong
product. Working on the right things is what makes knowledge work effective. This
is not capable of being measured by any of the yardsticks for manual work.

The knowledge worker cannot be supervised closely or in detail. He can only be helped.
But he must direct himself, and he must direct himself toward performance and
contribution, that is, toward effectiveness.

[image: bullet]  A cartoon in The New Yorker magazine some time ago showed an office on the door of which was the legend: Chas. Smith, General Sales Manager, Ajax Soap Company. The walls were bare except for a big sign saying Think. The man in the office had his feet propped up on his desk and was blowing smoke rings at the ceiling. Outside two older men went by, the one saying to the other: “But how can we be sure that Smith thinks soap?”

One can indeed never be sure what the knowledge worker thinks—and yet thinking is
his specific work; it is his “doing.”

The motivation of the knowledge worker depends on his being effective, on his being
able to achieve. * If effectiveness is lacking
in his work, his commitment to work and to contribution will soon wither, and he will
become a time-server going through the motions from 9 to 5.

The knowledge worker does not produce something that is effective by itself. He does
not produce a physical product —a ditch, a pair of shoes, a machine part. He produces
knowledge, ideas, information. By themselves these “products” are useless.
Somebody else, another man of knowledge, has to take them as his input and convert them
into his output before they have any reality. The greatest wisdom not applied to action
and behavior is meaningless data. The knowledge worker, therefore, must do something which
a manual worker need not do. He must provide effectiveness. He cannot depend on the
utility his output carries with it as does a well-made pair of shoes.

The knowledge worker is the one “factor of production” through which the
highly developed societies and economies of today—the United States, Western Europe,
Japan, and also increasingly, the Soviet Union—become and remain competitive.

[image: bullet]  This is particularly true of the United States. The only resource in respect to which America can possibly have a competitive advantage is
education. American education may leave a good deal to be desired, but it is massive beyond anything poorer societies can afford. For education is the most expensive capital investment we have ever known. A Ph.D. in the natural sciences represents $100,000 to $200,000 of social capital investment. Even the boy who graduates from college without any specific professional competence represents an investment of $50,000 or more. This only a very rich society can afford.

Education is the one area, therefore, in which the richest of all societies, the United
States, has a genuine advantage—provided it can make the knowledge worker productive.
And productivity for the knowledge worker means the ability to get the right things done.
It means effectiveness.


WHO IS AN EXECUTIVE?

Every knowledge worker in modern organization is an “executive” if, by virtue
of his position or knowledge, he is responsible for a contribution that materially affects
the capacity of the organization to perform and to obtain results, This may be the
capacity of a business to bring out a new product or to obtain a larger share of a given
market. It may be the capacity of a hospital to provide bedside care to its patients, and
so on. Such a man (or woman) must make decisions; he cannot just carry out orders. He must
take responsibility for his contribution. And he is supposed, by virtue of his knowledge,
to be better equipped to make the right decision than anyone else. He may be overridden;
he may be demoted or fired. But so long as he has the job the goals, the standards, and
the contribution are in his keeping.

Most managers are executives—though not all. But many nonmanagers are also
becoming executives in modern society. For the knowledge organization, as we have been
learning these last few years, needs both “managers” and “individual
professional contributors” in positions of responsibility, decision-making, and
authority.

This fact is perhaps best illustrated by a recent newspaper interview with a young
American infantry captain in the Vietnam jungle.

[image: bullet]  Asked by the reporter, “How in this confused situation can you retain command?” the young captain said: “Around here, I am only the guy who is responsible. If these men don’t know what to do when they run into an enemy in the
jungle, I’m too far away to tell them. My job is to make sure they know. What they do depends on the situation which only they can judge. The responsibility is always mine, but the decision lies with whoever is on the spot.”


In a guerrilla war, every man is an “executive.”

There are many managers who are not executives. Many people, in other words, are
superiors of other people—and often of fairly large numbers of other people—and
still do not seriously affect the ability of the organization to perform. Most foremen in
a manufacturing plant belong here. They are “overseers” in the literal sense of
the word. They are “managers” in that they manage the work of others. But they
have neither the responsibility for, nor authority over, the direction, the content, and
the quality of the work or the methods of its performance. They can still be measured and
appraised very largely in terms of efficiency and quality, and by the yardsticks we have
developed to measure and appraise the work and performance of the manual worker.

Conversely, whether a knowledge worker is an executive does not depend on whether he
manages people or not. In one business, the market research man may have a staff of two
hundred people, whereas the market research man of the closest competitor is all by
himself and has only a secretary for his staff. This should make little difference in the
contribution expected of the two men. It is an administrative detail. Two hundred people,
of course, can do a great deal more work than one man. But it does not follow that they
produce and contribute more.

Knowledge work is not defined by quantity. Neither is knowledge work defined by its
costs. Knowledge work is defined by its results. And for these, the size of the group and
the magnitude of the managerial job are not even symptoms.

Having many people working in market research may endow the results with that increment
of insight, imagination, and quality that gives a company the potential of rapid growth
and success. If so, two hundred men are cheap. But it is just as likely that the manager
will be overwhelmed by all the problems two hundred men bring to their work and cause
through their interactions. He may be so busy “managing” as to have no time for
market research and for fundamental decisions. He may be so busy checking figures that he
never asks the question: “What do we really mean when we say ‘our market’
”? And as a result, he may fail to notice significant changes in the market which
eventually may cause the downfall of his company.

But the individual market researcher without a staff may be equally productive or
unproductive. He may be the source of the knowledge and vision that make his company
prosper. Or he may spend so much of his time hunting down details—the footnotes
academicians so often mistake for research—as to see and hear nothing and to think
even less.

Throughout every one of our knowledge organizations, we have people who manage no one
and yet are executives. Rarely indeed do we find a situation such as that in the Vietnam
jungle, where at any moment, any member of the entire group may be called upon to make
decisions with life-and-death impact for the whole. But the chemist in the research
laboratory who decides to follow one line of inquiry rather than another one may make the
entrepreneurial decision that determines the future of his company. He may be the research
director. But he also may be—and often is—a chemist with no managerial
responsibilities, if not even a fairly junior man. Similarly, the decision what to
consider one “product” in the account books may be made by a senior
vice-president in the company. * It may also
be made by a junior. And this holds true in all areas of today’s large organization.

I have called “executives” those knowledge workers, managers, or individual
professionals who are expected by virtue of their position or their knowledge to make
decisions in the normal course of their work that have significant impact on the
performance and results of the whole. They are by no means a majority of the knowledge
workers. For in knowledge work too, as in all other areas, there is unskilled work and
routine. But they are a much larger proportion of the total knowledge work force than any
organization chart ever reveals.

This is beginning to be realized—as witness the many attempts to provide parallel
ladders of recognition and reward for managers and for individual professional
contributors. * What few yet realize, however,
is how many people there are even in the most humdrum organization of today, whether
business or government agency, research lab or hospital, who have to make decisions of
significant and irreversible impact. For the authority of knowledge is surely as
legitimate as the authority of position. These decisions, moreover, are of the same kind
as the decisions of top management. (This was the main point Mr. Kappel was making in the
statement referred to above.)

The most subordinate manager, we now know, may do the same kind of work as the
president of the company or the administrator of the government agency; that is, plan,
organize, integrate, motivate, and measure. His compass may be quite limited, but within
his sphere, he is an executive.

Similarly, every decision-maker does the same kind of work as the company president or
the administrator. His scope may be quite limited. But he is an executive even if his
function or his name appears neither on the organization chart nor in the internal
telephone directory.

And whether chief executive or beginner, he needs to be effective.

Many of the examples used in this book are taken from the work and experience of chief
executives—in government, army, hospitals, business, and so on. The main reason is
that these are accessible, are indeed often on the public record. Also big things are more
easily analyzed and seen than small ones.

But this book itself is not a book on what people at the top do or should do. It is
addressed to everyone who, as a knowledge worker, is responsible for actions and decisions
which are meant to contribute to the performance capacity of his organization. It is meant
for every one of the men I call “executives.”

EXECUTIVE REALITIES

The realities of the executive’s situation both demand effectiveness from him and
make effectiveness exceedingly difficult to achieve. Indeed, unless executives work at
becoming effective, the realities of their situation will push them into futility.

Take a quick look at the realities of a knowledge worker outside an organization
to see the problem. A physician has by and large no problem of effectiveness. The patient
who walks into his office brings with him everything to make the physician’s
knowledge effective. During the time he is with the patient, the doctor can, as a rule,
devote himself to the patient. He can keep interruptions to a minimum. The contribution
the physician is expected to make is clear. What is important, and what is not, is
determined by whatever ails the patient. The patient’s complaints establish the
doctor’s priorities. And the goal, the objective, is given: It is to restore the
patient to health or at least to make him more comfortable. Physicians are not noted for
their capacity to organize themselves and their work. But few of them have much trouble
being effective.

The executive in organization is in an entirely different position. In his situation
there are four major realities over which he has essentially no control. Every one of them
is built into organization and into the executive’s day and work. He has no choice
but to “cooperate with the inevitable.” But every one of these realities exerts
pressure toward nonresults and nonperformance.

1. The executive’s time tends to belong to everybody else. If one attempted to
define an “executive” operationally (that is, through his activities) one would
have to define him as a captive of the organization. Everybody can move in on his time,
and everybody does. There seems to be very little any one executive can do about it. He
cannot, as a rule, like the physician, stick his head out the door and say to the nurse,
“I won’t see anybody for the next half hour.” Just at this moment, the
executive’s telephone rings, and he has to speak to the company’s best customer
or to a high official in the city administration or to his boss—and the next half
hour is already gone. *

2. Executives are forced to keep on “operating” unless they take positive
action to change the reality in which they live and work.

In the United States, the complaint is common that the company president—or any
other senior officer—still continues to run marketing or the plant, even though he is
now in charge of the whole business and should be giving his time to its direction. This
is sometimes blamed on the fact that American executives graduate, as a rule, out of
functional work and operations, and cannot slough off the habits of a lifetime when they
get into general management. But exactly the same complaint can be heard in countries
where the career ladder is quite different. In the Germanic countries, for instance, a
common route into top management has been from a central secretariat, where one works all
along as a “generalist.” Yet in German, Swedish, or Dutch companies top
management people are criticized just as much for “operating” as in the United
States. Nor, when one looks at organizations, is this tendency confined to the top; it
pervades the entire executive group. There must be a reason for this tendency to
“operate” other than career ladders or even the general perversity of human
nature.

The fundamental problem is the reality around the executive. Unless he changes it by
deliberate action, the flow of events will determine what he is concerned with and what he
does.

Depending on the flow of events is appropriate for the physician. The doctor who looks
up when a patient comes in and says: “Why are you here today?” expects the
patient to tell him what is relevant. When the patient says, “Doctor, I can’t
sleep. I haven’t been able to go to sleep the last three weeks,” he is telling
the doctor what the priority area is. Even if the doctor decides, upon closer examination,
that the sleeplessness is a fairly minor symptom of a much more fundamental condition he
will do something to help the patient to get a few good nights’ rest.

But events rarely tell the executive anything, let alone the real problem. For the
doctor, the patient’s complaint is central because it is central to the patient. The
executive is concerned with a much more complex universe. What events are important and
relevant and what events are merely distractions the events themselves do not indicate.
They are not even symptoms in the sense in which the patient’s narrative is a clue
for the physician.

If the executive lets the flow of events determine what he does, what he works on, and
what he takes seriously, he will fritter himself away “operating.” He may be an
excellent man. But he is certain to waste his knowledge and ability and to throw away what
little effectiveness he might have achieved. What the executive needs are criteria which
enable him to work on the truly important, that is, on contributions and results, even
though the criteria are not found in the flow of events.

3. The third reality pushing the executive toward ineffectiveness is that he is within
an organization. This means that he is effective only if and when other people make
use of what he contributes. Organization is a means of multiplying the strength of an
individual. It takes his knowledge and uses it as the resource, the motivation, and the
vision of other knowledge workers. Knowledge workers are rarely in phase with each other,
precisely because they are knowledge workers. Each has his own skill and his own concerns.
One man may be interested in tax accounting or in bacteriology, or in training and
developing tomorrow’s key administrators in the city government. But the fellow next
door is interested in the finer points of cost accounting, in hospital economics, or in
the legalities of the city charter. Each has to be able to use what the other produces.

Usually the people who are most important to the effectiveness of an executive are not
people over whom he has direct control. They are people in other areas, people who in
terms of organization, are “sideways.” Or they are his superiors. Unless the
executive can reach these people, can make his contribution effective for them and in
their work, he has no effectiveness at all.

4. Finally, the executive is within an organization.

Every executive, whether his organization is a business or a research laboratory, a
government agency, a large university, or the air force, sees the inside—the
organization—as close and immediate reality. He sees the outside only through thick
and distorting lenses, if at all. What goes on outside is usually not even known
firsthand. It is received through an organizational filter of reports, that is, in an
already predigested and highly abstract form that imposes organizational criteria of
relevance on the outside reality.

But the organization is an abstraction. Mathematically, it would have to be represented
as a point—that is, as having neither size nor extension. Even the largest
organization is unreal compared to the reality of the environment in which it exists.

Specifically, there are no results within the organization. All the results are on the
outside. The only business results, for instance, are produced by a customer who converts
the costs and efforts of the business into revenues and profits through his willingness to
exchange his purchasing power for the products or services of the business. The customer
may make his decisions as a consumer on the basis of market considerations of supply and
demand, or as a socialist government which regulates supply and demand on the basis of
essentially noneconomic value preferences. In either case the decision-maker is outside
rather than inside the business.

Similarly, a hospital has results only in respect to the patient. But the patient is
not a member of the hospital organization. For the patient, the hospital is
“real” only while he stays there. His greatest desire is to go back to the
“nonhospital” world as fast as possible.

What happens inside any organization is effort and cost. To speak of “profit
centers” in a business as we are wont to do is polite euphemism. There are only
effort centers. The less an organization has to do to produce results, the better it does
its job. That it takes 100,000 employees to produce the automobiles or the steel the
market wants is essentially a gross engineering imperfection. The fewer people, the
smaller, the less activity inside, the more nearly perfect is the organization in terms of
its only reason for existence: the service to the environment.

This outside, this environment which is the true reality, is well beyond effective
control from the inside. At the most, results are codetermined, as for instance in
warfare, where the outcome is the result of the actions and decisions of both armies. In a
business, there can be attempts to















































OEBPS/images/bullet.png





OEBPS/images/MSRCover.jpg
PETER F. DRUCKER

Author of Management Challenges for the 215t Century

p “The dean of this country’s business
and management studies.”
—Wolt Street journal
E l l t i
E t i

“An intelligent, authoritative and original guide.”
~Washington Post

HarperBusiness Essentials





OEBPS/images/logo.jpg
& HarperCollins e-books





