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INTRODUCTION:

THE ORIGIN AND PURPOSE OF

THE ESSENTIAL DRUCKER

The Essential Drucker is a selection from my sixty years of

work and writing on management. It begins with my book The Future

of Industrial Man (1942) and ends (so far at least) with my 1999

book Management Challenges for the 21st Century.

The Essential Drucker has two purposes. First, it offers, I

hope, a coherent and fairly comprehensive Introduction to

Management. But second, it gives an Overview of my works on

management and thus answers a question that my editors and I have

been asked again and again, Where do I start to read Drucker?

Which of his writings are essential?



Atsuo Ueda, longtime Japanese friend, first conceived The

Essential Drucker. He himself has had a distinguished career in

Japanese management. And having reached the age of sixty, he

recently started a second career and became the founder and chief

executive officer of a new technical university in Tokyo. But for

thirty years Mr. Ueda has also been my Japanese translator and

editor. He has actually translated many of my books several times

as they went into new Japanese editions. He is thus thoroughly

familiar with my work—in fact, he knows it better than I do. As a

result he increasingly got invited to conduct Japanese conferences

and seminars on my work and found himself being asked over and

over again—especially by younger people, both students and

executives at the start of their careers—Where do I start reading

Drucker?

This led Mr. Ueda to reread my entire work, to select from it

the most pertinent chapters and to abridge them so that they read

as if they had originally been written as one cohesive text. The

result was a three-volume essential Drucker of fifty-seven

chapters—one volume on the management of organizations; one volume

on the individual in the society of organizations; one on society

in general—which was published in Japan in the summer and fall of

2000 and has met with great success. It is also being published in

Taiwan, mainland China and Korea, and in Argentina, Mexico, and

Brazil.

It is Mr. Ueda’s text that is being used for the U.S. and U.K.

editions of The Essential Drucker. But these editions not only are

less than half the size of Mr. Ueda’s original Japanese

version—twenty-six chapters versus the three-volumes’ fifty-seven.

They also have a somewhat different focus. Cass Canfield Jr. at

HarperCollins in the United States—longtime friend and my U.S.

editor for over thirty years—also came to the conclusion a few

years ago that there was need for an introduction to, and overview

of, my sixty years of management writings. But he—rightly—saw that

the U.S. and U.K. (and probably altogether the Western) audience

for such a work would be both broader and narrower than the

audience for the Japanese venture. It would be broader because

there is in the West a growing number of people who, while not

themselves executives, have come to see management as an area of

public interest; there are also an increasing number of students

in colleges and universities who, while not necessarily management

students, see an understanding of management as part of a general



education; and, finally, there are a large and rapidly growing

number of mid-career managers and professionals who are flocking

to advanced-executive programs, both in universities and in their

employing organizations. The focus would, however, also be

narrower because these additional audiences need and want less an

introduction to, and overview of, Drucker’s work than they want a

concise, comprehensive, and sharply focused Introduction to

Management, and to management alone. And thus, while using Mr.

Ueda’s editing and abridging, Cass Canfield Jr. (with my full,

indeed my enthusiastic, support) selected and edited the texts

from the Japanese three-volume edition into a comprehensive,

cohesive, and self-contained introduction to management—both of

the management of an enterprise and of the self-management of the

individual, whether executive or professional, within an

enterprise and altogether in our society of managed organizations.

My readers as well as I owe to both Atsuo Ueda and Cass

Canfield Jr. an enormous debt of gratitude. The two put an

incredible amount of work and dedication into The Essential

Drucker. And the end product is not only the best introduction to

one’s work any author could possibly have asked for. It is also, I

am convinced, a truly unique, cohesive, and self-contained

introduction to management, its basic principles and concerns; its

problems, challenges, opportunities.

This volume, as said before, is also an overview of my works on

management. Readers may therefore want to know where to go in my

books to further pursue this or that topic or this or that area of

particular interest to them. Here, therefore, are the sources in

my books for each of twenty-six chapters of the The Essential

Drucker:

Chapter 1 and 26 are excerpted from The New Realities (1988).

Chapters 2, 3, 5, 18 are excerpted from Management, Tasks,

Responsibilities, Practices (1974).

Chapters 4 and 19 are excerpted from Managing for the Future

(1992), and were first published in the Harvard Business Review

(1989) and in the Wall Street Journal (1988), respectively.

Chapters 6, 15, and 21 are excerpted from Management Challenges

for the 21st Century (1999).



Chapters 7 and 23 are excerpted from Management in a Time of

Great Change (1995) and were first published in the Harvard

Business Review (1994) and in the Atlantic Monthly (1996),

respectively.

Chapter 8 was excerpted from The Practice of Management (1954).

Chapter 9 was excerpted from The Frontiers of Management (1986)

and was first published in the Harvard Business Review (1985).

Chapters 10, 11, 12, 20, 24 were excerpted from Innovation and

Entrepreneurship (1985).

Chapters 13, 14, 16, 17 were excerpted from The Effective

Executive (1966).

Chapters 22 and 25 were excerpted from Post-Capitalist Society

(1993).

All these books are still in print in the United States and in

many other countries.

This one-volume edition of The Essential Drucker does not,

however, include any excerpts from five important Management books

of mine: The Future of Industrial Man (1942); Concept of the

Corporation (1946); Managing for Results (1964; the first book on

what is now called “strategy,” a term unknown for business forty

years ago); Managing in Turbulent Times (1980); Managing the

Non-Profit Organization (1990). These are important books and

still widely read and used. But their subject matter is more

specialized—and in some cases also more technical—than that of the

books from which the chapters of the present book were chosen—and

thus had to be left out of a work that calls itself Essential.

—Peter F. Drucker

Claremont, California

Spring 2001
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MANAGEMENT

1.

MANAGEMENT AS

SOCIAL FUNCTION AND

LIBERAL ART

When Karl Marx was beginning work on Das Kapital in the 1850s,

the phenomenon of management was unknown. So were the enterprises

that managers run. The largest manufacturing company around was a

Manchester cotton mill employing fewer than three hundred people

and owned by Marx’s friend and collaborator Friedrich Engels. And

in Engels’s mill—one of the most profitable businesses of its

day—there were no “managers,” only “charge hands” who, themselves

workers, enforced discipline over a handful of fellow

“proletarians.”

Rarely in human history has any institution emerged as quickly

as management or had as great an impact so fast. In less than 150

years, management has transformed the social and economic fabric

of the world’s developed countries. It has created a global

economy and set new rules for countries that would participate in

that economy as equals. And it has itself been transformed. Few

executives are aware of the tremendous impact management has had.

Indeed, a good many are like M. Jourdain, the character in

Molière’s Bourgeois Gentilhomme, who did not know that he spoke

prose. They barely realize that they practice—or

mispractice—management. As a result, they are ill prepared for the

tremendous challenges that now confront them. The truly important

problems managers face do not come from technology or politics;

they do not originate outside of management and enterprise. They

are problems caused by the very success of management itself.

To be sure, the fundamental task of management remains the

same: to make people capable of joint performance through common

goals, common values, the right structure, and the training and

development they need to perform and to respond to change. But the

very meaning of this task has changed, if only because the

performance of management has converted the workforce from one

composed largely of unskilled laborers to one of highly educated

knowledge workers.

The Origins and Development of Management

On the threshold of World War I, a few thinkers were just

becoming aware of management’s existence. But few people even in

the most advanced countries had anything to do with it. Now the



largest single group in the labor force, more than one-third of

the total, are people whom the U.S. Bureau of the Census calls

“managerial and professional.” Management has been the main agent

of this transformation. Management explains why, for the first

time in human history, we can employ large numbers of

knowledgeable, skilled people in productive work. No earlier

society could do this. Indeed, no earlier society could support

more than a handful of such people. Until quite recently, no one

knew how to put people with different skills and knowledge

together to achieve common goals.

Eighteenth-century China was the envy of contemporary Western

intellectuals because it supplied more jobs for educated people

than all of Europe did—some twenty thousand per year. Today, the

United States, with about the same population China then had,

graduates nearly a million college students a year, few of whom

have the slightest difficulty finding well-paid employment.

Management enables us to employ them.

Knowledge, especially advanced knowledge, is always

specialized. By itself it produces nothing. Yet a modern business,

and not only the largest ones, may employ up to ten thousand

highly knowledgeable people who represent up to sixty different

knowledge areas. Engineers of all sorts, designers, marketing

experts, economists, statisticians, psychologists, planners,

accountants, human-resources people—all working together in a

joint venture. None would be effective without the managed

enterprise.

There is no point in asking which came first, the educational

explosion of the last one hundred years or the management that put

this knowledge to productive use. Modern management and modern

enterprise could not exist without the knowledge base that

developed societies have built. But equally, it is management, and

management alone, that makes effective all this knowledge and

these knowledgeable people. The emergence of management has

converted knowledge from social ornament and luxury into the true

capital of any economy.

Not many business leaders could have predicted this development

back in 1870, when large enterprises were first beginning to take

shape. The reason was not so much lack of foresight as lack of

precedent. At that time, the only large permanent organization

around was the army. Not surprisingly, therefore, its



command-and-control structure became the model for the men who

were putting together transcontinental railroads, steel mills,

modern banks, and department stores. The command model, with a

very few at the top giving orders and a great many at the bottom

obeying them, remained the norm for nearly one hundred years. But

it was never as static as its longevity might suggest. On the

contrary, it began to change almost at once, as specialized

knowledge of all sorts poured into enterprise.

The first university-trained engineer in manufacturing industry

was hired by Siemens in Germany in 1867—his name was Friedrich von

Hefner-Alteneck. Within five years he had built a research

department. Other specialized departments followed suit. By World

War I the standard functions of a manufacturer had been developed:

research and engineering, manufacturing, sales, finance and

accounting, and a little later, human resources (or personnel).

Even more important for its impact on enterprise—and on the

world economy in general—was another management-directed

development that took place at this time. That was the application

of management to manual work in the form of training. The child of

wartime necessity, training has propelled the transformation of

the world economy in the last forty years because it allows

low-wage countries to do something that traditional economic

theory had said could never be done: to become efficient—and yet

still low-wage—competitors almost overnight.

Adam Smith reported that it took several hundred years for a

country or region to develop a tradition of labor and the

expertise in manual and managerial skills needed to produce and

market a given product, whether cotton textiles or violins.

During World War I, however, large numbers of unskilled,

preindustrial people had to be made productive workers in

practically no time. To meet this need, businesses in the United

States and the United Kingdom began to apply the theory of

scientific management developed by Frederick W. Taylor between

1885 and 1910 to the systematic training of blue-collar workers on

a large scale. They analyzed tasks and broke them down into

individual, unskilled operations that could then be learned quite

quickly. Further developed in World War II, training was then

picked up by the Japanese and, twenty years later, by the South

Koreans, who made it the basis for their countries’ phenomenal

development.


