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The dominant business form of this century, the hierarchically

contrelled multidivisional enterprise, is typically committee~—

5

3

commanded. However in the last guarter—century there has been a

+

irme, Two distinct Lypes are

@
5

rasurgence of leader-comman
identified. The more common is the diversified conglomerste. The other
is the focussed agglomerate. The focussed agglomerate has greater
potential to eventuslly transform into a2 hierarchically controlled

multidivisional enterprise.



LEADER-COMMAND AND COMMITTEE-COMMAND
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Alfred Chandler has demonstrated that in the per

the first World War the hierarchically controlled multidivisional
enterprise became the dominant business form, Such an enterprise is

maﬁa red by 2 hierarchy of top ‘and middle level 5d&gy1“d‘manag%§s‘wh®
monitor and coordinate the work of other managers and thus the
h §erfsrmamce of the meny distinct operating units.

Chandler asserts that the hl&var: hical structure ié‘a$ééﬁ§5&‘m§
permanence, ggwér§ and continued gzaﬁth@ Qiﬁfﬁﬁﬁ traditicnal owner—
managed enterprises were normally short—lived, mansgerial hierarchies
have alyeﬁmmﬁenc& beyond that of the individusls who work in them. As
managers die, retire, or are promoted, other® are trained and ready to
Vi&Kgfiheif place., The institution remains even though men come and go
(1977, p. 8).

At the top of the hierarchical structure is the general office
where general executives and staff specialists coordinate and plan
poelicies and allocate vesources for the divis ﬁ@gék‘ﬁiiEéﬂgh"é%éétegﬁﬁ
plang can Qrigiﬁ&tétﬁxbm %éiewg their implements g%e@;"gﬁ terme of
allocation of the necessary resources, is aﬁrmgiiy'&‘fuﬁtifamqaf'ih&

eneral office (1877, pp. 9, 113.
& : I

maﬁag rial hierarchy is that responsibility fﬁf'&é&img strategic
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decisions has shifted from
constituted 25 2 board or committes,
This can be clearly seen in the organisational structure

established by Alfred P. Sloan at General Motors, which provided @

model for many other corporstions as they deve lopaé inte modern

5



business enterprises. Under the Sloan 31&@ controel of all executive
functions was centrallised in the President as ﬁjéf sxecutive officer.
The President was responsible to the Directors and also to the Finance

and Fwxecutive committess. The Executive Luﬁyﬁtx@@ was to concentrats

on "critical entrepreneurial and strategic decisions”. Chandler

o
L

specifically acknowledged the subordination of the chief executive
officer to the committess

nterpret the policies of the top committees and to see that they weare

e

fete

carried ﬁutlilgﬁﬁg pp. 134,
make policy, but only individuals can administer policy” (3872, p.
1143 .

This, then, is the essential di&t@@ﬁtiénu The chisf execubive

administers corporation policy, but the committee or group ig

responsible for the strateglc decisions which determine that policy.

in other words, the group makes decisions while the chief executive

lmplements them.

e

In order to comprehend the dynamics of a business enterprise, it

is wital to know where power lies w tﬂiﬁ t?&i @m%ﬂr@ ige; in
particular the power to determine the enterpr e's direction, to make

arbitrazy decisions and to csmp3i_cbadiemceﬁ In Shgrt we need to know
- who commands?

Adoption of this criterion enables us to highlight a crucial
distinction between the traditional syﬁﬁzwm&m&g@d enterprise and the
mature mcdexm enterprise. We can say that the former is

"

cﬁmm&nd@d“; while the latter is

Iin mrachmce, of courss, an enterprise wkich normally hag a2
! - ¥ : -
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committes—commanded structure may for a time become effsctively

leader—commanded. This wauid &@ im? i? to gocur where

individual by

foree of nersonality or superior ability achieves dominance or where &
y ¢

v
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s committes members to defer to s leader.

i

gituation of crisis caus

Both conditions were fulfilied when 8lean carried oub his

reorganisation at General Motors, slthough the corporation gradually
adopted true commitbtes~command. A recent instance was when the near

gis at Chrysler led to lesader-command being instituted under
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Lee Tacorca. Ho one
uitimat@:deéiaiuﬁ>makiag powerlies:

My molicy Has alwavs been to be democretic all
the way to the point of decision. Then I become the
ruthless commander. "Okay, I've beard evervbody," I
say. ‘How here's what we're going to do.” (1988, pp.

8583,

=

uperior performance.

2

Leader~command ig no gusrantes of
Everything depends on both the gquality of the leadership and the
appropriatensss of the leader’s contribution. Leadev-command was

responsible for the cresation of both Ford and General Motors. But it

was also responsible for the near destruction of both enterprises, in

3

ng o dncreasingly eccentric in his

Fere

the first case with Henry Ford becom:
later years, and. dn the second with Billy Durant being unable to

manage what he had ocrested.
THE LOCGATION OF COMMAND AND STRATEGIC COMMITHMENT

Elsewhere (1988), I have argue that the essence of
~,emtre§rﬁnﬂmzxal aﬁiivizy is: istrategic.commitment®. This has two
elements -~ fiveriv, tegic thought -and decision and secondly,

commitment based on thal strategy.

Strategic.degision is concerned with changing the firm's

ot

elationship to its enviromment, while strategic thought involves. a



capacity to see the overall picture - to deal with & multitude of
‘warisbles simultaneously and te exploit their interactions. Successiul
enterprise reguires a strategic campaign, i.e., the continual
application of strategy.

5 =

‘kigs context has thres distinct connotations —.

g

Commitment in

commitment, and

and human

CREOUTLEs T0r &8

opportunity, makes an assessment of the situstion, snd then backs that
judgment by committing resources.
The notion of psychological commitment reflects the realisation

that the entrepreneurial act is not simply a choice Detwesn

alternatives. It is wsuall

¥y B
the self confidence of the decision msker, often reguiring the
application of all their energy and ingenuity to cransform an initial
decision into & successfully completed project.

Organisational commitment is a product of ‘the other two types of

commitment . It relates to the human resources copmitted

rﬂb

¢ 8 project
particularly at the managerial level, It is also'so closely alliied to

psychological commitment that it is virtually & subset of it. Where
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rhere i& strong organd or group

dynamic develops which greatly increases the productivity and

o

potential of the organisation.

threat. In both situations the presence of leader control can provide

the most appropriate v

determination, and the ng us Lo

pnderstand the basis of this advantage.
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Committee decisions are usually based on the fovmal sssessment

of facts. Where information is incomplete, decisions szre freguently

¥

he ‘status guo.

7

elther deferred or resclved in favour of meintsining
sl

Effective strategic decision making, however, typically has to proceed

#

onn the basis of very limited dnformation, with the decision being

guided by imsgination and intuition. Such thinking is the province of
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understandable reluctance of othery committes members to back a
§axt£éalar member*s "gput fealing”.
For this reason resources can be expected Lo be committed more
readily in a leader-commanded organisation. It is alsc obvious that ° -
intense psychological commitment is most likely to
individusl ewercising undisputed leadership. This in turn may be the

%

basis for organisational commitment, which freguen

{“f‘

I¥ dervives from the
c&agiﬁmatis guality of t%@ leader. Subordinates perceive the leader’s

total commitment to the project and th

e splrit of that commitment is
transferred to them. Such loyalty is less likely to be inspired by an
essentially faceless board of direciors or 5 commities.

THE BESURCENCE OF LEADER-COMMARD

Some twenty years ago Galbrelth asserted, with considerable
justification, that in large mature corporastions, group control had”

almost totally supplanted

With the rise of the modern corporation, the

F’"%

‘emergence of the organization required by modern

technology and planning end the divorce of the owner
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In the United St&tﬁ$, in addition te his newspaper, mégﬁaiﬁ& andg
film interests, he 1s endesvouring to establish the nation’s fourth
television network. In August 1988 his long sequence of takeovers
culminsted i# the $US3 billion acquisition of an American publishing
house which produces a number of specialist msgeszines. He has also
recently announced plans for satellite-delivered commerciasl television
in Burope. ﬁitﬁ his organisation producing well in excess of thres
billion newspapers each year, he seems destined to create the £irst
world-wide media network.

The HMurdoch &mgite is indisputably a focussed agplomerste rather
than & conventional multidivisional corporation, even thoush the
formal structure of his individual businesses is elaborately
hierarchical. & typical Murdoch newspaper has an editor, sssociate
editor, depu&y editor, assistant editor, then department editors who
all have deputies, who all have assistsnts and so on {Regan, 1976, p.
181). However there is little integration or coordination of the
various operations within the organisation. Power is concentrated in
the leader. The role of the group executives is to support hi% and
they have little scope for 3nd endent initdiative. ALl of the
organisation’s axecuziﬁeg arg reguired to cavry out his instructions
to the letter and to keep him fully informed. "He probably mekes more
decigions at more ieveés than any other managing direckor of any
concern of comparable size, Certsinly a lot more than any other

# oy

newspaper proprietor’ (Reganm, 1876. p. 190),

One '0f the characteristics of the leader—commanded firm is spesd
of response to opportunity or threat. This is clearly evident in &

recollection by one of Murdoch’s executives:
I once watched him when he heard = newspaper

might come onto the market. He had two telephones
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