







Advanced Praise for The Drucker Lectures

“Peter Drucker shined a light in a dark and chaotic world, and his words remain as relevant today as when he first spoke them. Drucker’s lectures and thoughts deserve to be considered by every person of responsibility, now, tomorrow, ten years from now, fifty, and a hundred.”

—Jim Collins, author of Good to Great and How the Mighty Fall

“Rick Wartzman has brought Peter Drucker alive again, and vividly so, in his own words. These samples of his talks and lectures, because they were spoken not written, will be new to almost all of us. A great and unexpected treat.”

—Charles Handy, author of Myself and Other More Important Matters

“Peter Drucker’s ideas continue to resonate powerfully today. His lectures on effectiveness, innovation, the social sector, education and so much more provide fresh insights that extend beyond his other writings and provide lessons for us all. This book is a gem.”

—Wendy Kopp, CEO and founder of Teach for America

“Rick Wartzman has performed a great service in pulling together The Drucker Lectures. The collection is as far-ranging as Drucker’s thinking and writing. If you have sampled Drucker before, you will find things you haven’t seen. Peter’s ideas live on. You will be energized by reading them anew.”

—Paul O’Neill, former U.S. Secretary of the Treasury

“Peter Drucker inspires awe. From the 1940s until his death a few years ago, he displayed a combination of insight, prescience, and productivity that few will ever match. This superbly edited collection captures both the range of Drucker’s thinking and the sweep of history that informed it. The Drucker Lectures is a riveting read that reveals the depth and subtlety of one of America’s most remarkable minds.”

—Daniel H. Pink, author of A Whole New Mind and Drive

“Rick Wartzman really has brought Peter to life in The Drucker Lectures. Reading this book, I practically felt as though I were seated in the audience, listening to my friend and hero, Peter Drucker—truly one of the great geniuses of management. These lectures are as vital today as they were when Peter delivered them. They cover significant territory, from the importance of faith and the individual to the rise of the global economy. It’s a classic collection that belongs on every manager’s bookshelf.”

—Ken Blanchard, coauthor of The One Minute Manager® and Leading at a Higher Level

“Thank you, Rick Wartzman, for the pleasure of learning from the witty, informal Peter Drucker as his ideas unfold and his remarkable mind grapples with challenges of management that are still with us today.”

—Rosabeth Moss Kanter, Harvard Business School Professor and author of Confidence and SuperCorp: How Vanguard Companies Create Innovation, Profits, Growth, and Social Good
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Introduction

You can picture him perched on the edge of a classroom table, peering through thick glasses at the students who hang on his every word. His baritone voice washes over the room, his Austrian accent as thick as a Sachertorte.

He doesn’t refer to any written notes. But every now and again, his eyes roll back in his head and he pauses, almost like a computer downloading a store of information, before returning to his point and underscoring it with a new set of facts and figures.

His protean mind meanders from topic to topic—a discussion on cost accounting bleeding into a riff on Mesopotamian city-states before he veers into a lesson on the history of higher education or health care. But, somehow, he magically ties it all together in the end. In his hands, discursiveness becomes a fine art. And he delivers the entire talk with charm and humor and a genial style that, as one pupil has put it, recasts “the chilly lecture hall to the size and comfort of a living room.”

Peter Drucker, widely hailed as the greatest management thinker of all time, is best known for the 39 books he wrote. Among them are such classics as Concept of the Corporation (1946); The Practice of Management (1954); The Effective Executive (1967); Management: Tasks, Responsibilities, Practices (1973); Innovation and Entrepreneurship (1985); and Management Challenges for the 21st Century (1999).

But those who had the pleasure of attending a Drucker lecture, before he died in 2005 just shy of his ninety-sixth birthday, got to see another side of him. Featuring lectures from the dawn of the television age straight through to the Internet age, from World War II to the aftermath of September 11, 2001, from the ascent into office of Chiang Kai-shek to the emergence of China as a global economic power, this book is designed to provide a taste of what that was like.

Drucker can be humble and self-deprecating in his comments, variously conceding: “I don’t even know where to begin” and “I know I don’t make sense.” But mostly he is authoritative, speaking in absolutes. “Not one government program since 1950 has worked,” he declares in a 1991 address at the Economic Club of Washington.

He can be shockingly bold. For example, in a 2001 lecture, Drucker goes so far as to call W. Edwards Deming, the quality guru, “totally obsolete.” He can also push too far, suggesting in a 1997 speech on the changing world economy that “it is anybody’s guess whether there will be a united Canada in 10 years.”

Many of these lectures are notable for their erudition; an offhand reference to an eighteenth-century politician or a nineteenth-century novelist is not uncommon. At the same time, Drucker was never one to lose his head in the clouds. “Will you please be terribly nuts-and-bolts-focused in your questions,” he requests at the end of a lecture at New York University in 1981, “because we have dealt in the stratosphere much too long.”

Those acquainted with Drucker’s oeuvre will find many familiar themes here: managing oneself, the value of volunteering, the need for every organization to focus on performance and results. At times, he’d use his lectures to test out ideas that would later find their way into print—the classroom serving as a kind of petri dish for his prose.

If there is a single subject that threads through this book it is one that Drucker spent the last half-century of his career contemplating: the historic shift from manufacturing to knowledge work. In these lectures, Drucker explores the implications of engaging our brains, instead of our brawn, from a variety of angles. He starts in 1957, where his remarks to an international management conference contain one of his earliest known references to “people who work by knowledge.”

Yet there are also plenty of fresh insights—and more than a few surprises—to be found in these pages, even for the most diehard Drucker devotee. As a speaker, Drucker tends to be a bit less formal than in his writing. He is also apt to personalize his lectures, leavening his oratory with stories about his wife, Doris, his children, and his grandchildren. The shape of the audience can also make things interesting. It is one thing, for instance, for Drucker to hold forth on the vital importance of nonprofits. But this topic gets a new twist when he contextualizes his thinking for a group of Japanese.

Perhaps what makes this collection most remarkable, though, is the sheer span of time that it covers—a testament to Drucker’s long and extraordinarily productive life. I have attempted to give a glimpse into the evolution of Drucker’s philosophy by offering brief commentary at the beginning of each section of this book, which is divided by decade.

The first lecture here is from 1943, when Drucker was being billed in promotional materials as “stimulating and highly informative” but also as someone “with his feet on the ground,” capable of communicating “in terms that the average businessman can understand and appreciate.” The last lecture, when those exact same traits were still very much on display (even though Drucker’s own hearing was then failing), came 60 years later, in 2003.

I selected these two talks, along with 31 others in between, with the help of Bridget Lawlor, the talented archivist at Claremont Graduate University’s Drucker Institute. We looked, specifically, for lectures that hadn’t been published before, at least not in book form. I then edited each one for clarity and readability. I have also tried to minimize the overlap among the lectures in this book; you should hear a few faint echoes, but no outright redundancies.

A handful of the lectures were given from behind a lectern, where Drucker left a polished text to draw from. But most were pulled from transcripts of videotapes of Drucker speaking more casually in the classroom, and with these I have taken considerably more liberties—cutting an immense amount of verbiage, moving pieces around, and composing new transitions. This was major surgery, not a minor cosmetic job, and these lectures are best thought of as “adapted from” rather than simply “excerpted from.”

Purists may grumble about this approach. But anyone who wants to see the originals is welcome to visit Claremont to do so. In the meantime, I have tried my best to make this collection accessible and enjoyable while abiding by a standard that Drucker believed should be the first responsibility of every manager but is sound advice for any editor, as well: Above all, do no harm.

Rick Wartzman
Claremont, Calif.
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Knowledge has to be improved, challenged, and increased constantly, or it vanishes.

—Peter F. Drucker


PART I
1940s

By the time the 1940s rolled around, many of the seminal events that would shape Peter Drucker’s core philosophy had already unfolded. Most notably, the Nazis—who burned and banned some of Drucker’s earliest writings—had swept across Europe, prompting the Austrian native to leave for England in 1933 and then immigrate to the United States in 1937. In between, while attending a Cambridge University lecture by economist John Maynard Keynes, he had an epiphany: “I suddenly realized that Keynes and all the brilliant economic students in the room were interested in the behavior of commodities while I was interested in the behavior of people.” In 1939, Drucker wrote The End of Economic Man, exploring the rise of fascism on the continent he’d left behind. In 1942, he published The Future of Industrial Man. At its heart was the notion that the modern corporation had to justify its power and authority, while providing the individual with dignity, meaning, and status—bedrock beliefs that would infuse Drucker’s writing for the next six decades. By dissecting the inner workings of a single enterprise, Drucker’s work took on a new cast in 1946 with the release of Concept of the Corporation. The book examined General Motors not just as a business but also as a social entity that existed in the context of the broader community. Not everyone was impressed with this deep analysis of organization and management—topics that seemed to fall into a netherworld between politics and economics and that heretofore were largely unexplored. One reviewer expressed the hope that Drucker would “now devote his considerable talents to a more respectable subject.” Thankfully, Drucker declined.


1
How Is Human Existence Possible?
1943

There has never been a century of Western history so far removed from an awareness of the tragic as that which bequeathed to us two world wars. It has trained all of us to suppress the tragic, to shut our eyes to it, to deny its existence.

Not quite 200 years ago—in 1755 to be exact—the death of 15,000 men in the Lisbon earthquake was enough to bring down the structure of traditional Christian belief in Europe. The contemporaries could not make sense of it. They could not reconcile this horror with the concept of an all-merciful God. And they could not see any answer to a catastrophe of such magnitude. Now, we daily learn of slaughter and destruction of vastly greater numbers, of whole peoples being starved or exterminated, of whole cities being leveled overnight. And it is far more difficult to explain these man-made catastrophes in terms of our nineteenth-century rationality than it was for the eighteenth century to explain the earthquake of Lisbon in the terms of the rationality of eighteenth-century Christianity. Yet I do not think that those contemporary catastrophes have shaken the optimism of these thousands of committees that are dedicated to the belief that permanent peace and prosperity will inevitably issue from this war. Sure, they are aware of the facts and are duly outraged by them. But they refuse to see them as catastrophes.

Yet however successful the nineteenth century was in suppressing the tragic in order to make possible human existence exclusively in time, there is one fact which could not be suppressed, one fact that remains outside of time: death. It is the one fact that cannot be made general but remains unique, the one fact that cannot be socialized but remains individual. The nineteenth century made every effort to strip death of its individual, unique, and qualitative aspect. It made death an incident in vital statistics, measurable quantitatively, predictable according to the natural laws of probability. It tried to get around death by organizing away its consequences. This is the meaning of life insurance, which promises to take the consequences out of death. Life insurance is perhaps the most representative institution of nineteenth-century metaphysics; for its promise “to spread the risks” shows most clearly the nature of this attempt to make death an incident in human life, instead of its termination.

It was the nineteenth century that invented Spiritualism with its attempt to control life after death by mechanical means. Yet death persists. Society might make death taboo, might lay down the rule that it is bad manners to speak of death, might substitute “hygienic” cremation for those horribly public funerals, and might call gravediggers “morticians.” The learned Professor [Ernst] Haeckel [the German naturalist] might hint broadly that Darwinian biology is just about to make us live permanently; but he did not make good his promise. And as long as death persists, man remains with one pole of his existence outside of society and outside of time.

As long as death persists, the optimistic concept of life, the belief that eternity can be reached through time, and that the individual can fulfill himself in society can therefore have only one outcome: despair. There must come a point in the life of every man when he suddenly finds himself facing death. And at this point he is all alone; he is all individual. If he is lost, his existence becomes meaningless. [Danish philosopher and theologian Soren] Kierkegaard, who first diagnosed the phenomenon and predicted where it would lead to, called it the “despair at not willing to be an individual.” Superficially the individual can recover from this encounter with the problem of existence in eternity. He may even forget it for a while. But he can never regain his confidence in his existence in society: Basically he remains in despair.

Society must thus attempt to make it possible for man to die if it wants him to be able to live exclusively in society. There is only one way in which society can do that: by making individual life itself meaningless. If you are nothing but a leaf on the tree, a cell in the body of society, then your death is not really a death; it is only a part of the life of the whole. You can hardly even talk of death; you better call it a process of collective regeneration. But then, of course, your life is not real life, either; it is just a functional process within the life of the whole, devoid of any meaning except in terms of the whole.

Thus you can see what Kierkegaard saw clearly a hundred years ago: that the optimism of a creed that proclaims human existence as existence in society must lead straight to despair, and that the despair leads straight to totalitarianism. And you can also see that the essence of the totalitarian creed is not how to live, but how to die. To make death bearable, individual life has to be made worthless and meaningless. The optimistic creed that starts out by making life in this world mean everything leads straight to the Nazi glorification of self-immolation as the only act in which man can meaningfully exist. Despair becomes the essence of life itself.

The nineteenth century thus reached the very point the pagan world had reached in the age of Euripides or in that of the late Roman Empire. And like antiquity, it tried to find a way out by escaping into the purely ethical, by escaping into virtue as the essence of human existence. Ethical Culture and that brand of liberal Protestantism that sees in Jesus the “best man ever lived,” the Golden Rule and Kant’s “Categorical Imperative,” the satisfaction of service—those and other formulations of an ethical concept of life became as familiar in the nineteenth century as most of them had been in antiquity. And they failed to provide a basis for human existence as much as they had failed 2,000 years ago. In its noblest adherents the ethical concept leads to a stoic resignation, which gives courage and steadfastness but does not give meaning either to life or to death. And its futility is shown by its reliance upon suicide as the ultimate remedy—though to the stoic, death is the end of everything and of all existence. Kierkegaard rightly considered this position to be one of even greater despair than the optimistic one; he calls it “the despair at willing to be an individual.”

In most cases, however, the ethical position does not lead to anything as noble and as consistent as the Stoic philosophy. Normally it is nothing but sugarcoating on the pill of totalitarianism. Or the ethical position becomes pure sentimentalism—the position of those who believe that evil can be abolished, harmony be established by the spreading of sweetness, light, and goodwill.

And in all cases the ethical position is bound to degenerate into our pure relativism. For if virtue is to be found in man, everything that is accepted by man must be virtue. Thus a position that starts out—as did Rousseau and Kant 175 years ago—to establish man-made ethical absolutes must end in John Dewey and in the complete denial of the possibility of an ethical position. This way, there is no escape from despair.

Is it then our conclusion that human existence cannot be an existence in tragedy and despair? If so, then the sages of the East are right who see in the destruction of the self, in the submersion of man into the Nirvana, the nothingness, the only answer.

Nothing could be further from Kierkegaard. For Kierkegaard has an answer. Human existence is possible as existence not in despair, as existence not in tragedy—it is possible as existence in faith. The opposite of Sin—to use the traditional term for existence purely in society—is not virtue; it is faith.

Faith is the belief that in God the impossible is possible, that in Him time and eternity are one, that both life and death are meaningful. In my favorite among Kierkegaard’s books, a little volume called Fear and Trembling[published in 1843], Kierkegaard raises the question: What is it that distinguishes Abraham’s willingness to sacrifice his son, Isaac, from ordinary murder?

If the distinction would be that Abraham never intended to go through with the sacrifice but intended all the time only to make a show of his obedience to God, then Abraham indeed would not have been a murderer, but he would have been something more despicable: a fraud and a cheat. If he had not loved Isaac but had been indifferent, he would have been willing to be a murderer. But Abraham was a holy man, and God’s command was for him an absolute command to be executed without reservation. And we are told that he loved Isaac more than himself. But Abraham had faith. He believed that in God the impossible would become possible, that he could execute God’s order and yet retain Isaac.

If you looked into this little volume on Fear and Trembling, you may have seen from the introduction of the translator that it deals symbolically with Kierkegaard’s innermost secret, his great and tragic love. When he talks of himself, then he talks of Abraham. But this meaning as a symbolic autobiography is only incidental. The true, the universal meaning is that human existence is possible, only possible, in faith. In faith, the individual becomes the universal, ceases to be isolated, becomes meaningful and absolute; hence in faith there is a true ethic. And in faith existence in society becomes meaningful too as existence in true charity.

This faith is not what today so often is called a “mystical experience”—something that can apparently be induced by the proper breathing exercises, by fasting, by narcotic drugs or by prolonged exposure to Bach with closed eyes and closed ears. It is something that can be attained only through despair, through tragedy, through long, painful, and ceaseless struggle. It is not irrational, sentimental, emotional, or spontaneous. It comes as the result of serious thinking and learning, of rigid discipline, of complete sobriety, absolute will. It is something few can attain; but all can—and should—search for it.

This is as far as I can go. If you want to go further, if you want to know about the nature of religious experience, about the way to it, about faith itself, you have to read Kierkegaard. Even so, you may say that I have tried to lead you further than I know the road myself. You may reproach me for trying to make Kierkegaard accept society as real and meaningful whereas he actually repudiated it. You may even say that I have failed in relating faith to existence in society. All these complaints would be justified, but I would not be very much disturbed by them—at least not as far as the purpose of this talk is concerned. For all I wanted to show you is the possibility that we have a philosophy that enables men to die. Do not underestimate the strength of such a philosophy. For in a time of great sorrow and catastrophe such as we have to live through, it is a great thing to be able to die. But it is not enough. Kierkegaard too enables men to die; but his faith also enables them to live.

From a lecture delivered at Bennington College, where Drucker had joined the faculty in 1942.


2
The Myth of the State
1947

The word myth is a very queer word. If you look it up in the dictionary, you will find it defined as “a tale, a fabrication, usually invoking the supernatural to explain natural phenomena.” This definition is literally correct, or at least as correct as a dictionary definition can hope to be. You can test it for yourself; just see how neatly it fits the “myth of the state” we’re going to talk about tonight.

And yet the rhetorical emphasis on the definition and its propagandistic aim are the exact opposite of what we today usually mean when we talk about the myth. What the standard definition conveys is that myth is a silly superstition, an old wives’ tale. At best, it is tolerated as a harmless flight of fancy, as an ornament, a glittering trinket for children or for the leisure hours of the tired businessman. At worst, it is condemned as the invention of unscrupulous quacks—greedy priests, power-hungry demagogues, ruthless capitalists—who use it to frighten the gullible, uneducated, and stupid into submission and tribute.

Now, I am not saying that myth cannot be abused or misused—in fact, in talking about the myth of the state the main questions are precisely: What is the proper, the right use of the myth? And what is demagogic, obscurantist, tyrannical misuse? But when we use the term myth, we are nevertheless not talking about a superstition or an old wives’ tale. We talk about something that is real, rational, and true: the symbolical expression of an experience common to all men.

The radical change in the connotation of the term means a radical change in basic philosophical concepts and beliefs and, above all, in the concept of human nature. It’s a shift from a philosophy that sees man as reason, with the rest of his being—body, emotion, experience—either as an illusion or a weakness, to a philosophical position which again attempts to see all of man, that is, to see a being.

The myth, as even the extreme eighteenth-century rationalists saw, deals with experience. It deals with what we know, not with what we can deduce or prove. Experience is not reason; it is experience. To the Cartesian rationalist and to his successor, the German idealist philosopher, reality, truth, and validity existed only in reason, and reason could only be applied to what was in reason to begin with. There was no bridge from the truth of reason to the illusions and phantasma of experience. Experience was not just nonrational; it was irrational. And the myth was worse: It was a lie.

Every myth attempts to present the nonrational experience in a form in which reason can go to work on it. And that, to the rationalist or idealist, is, from his point of view, the worst crime; it is a dishonesty, which can only have the purpose of enslaving reason.

The moment, however, we see man again as a being—as a creature that has existence rather than as an isolated particle of reason—the myth becomes central. The myth symbolizing it opens experience to reason. It makes it possible for reason to understand and to analyze our experience, to criticize, direct, and change our reaction to experience. Instead of being irrational, the myth is seen as a great rationalizer—the bridge between experience and reason.

The myth makes it possible for our reason to order experience in a rational, meaningful way—that is, it makes possible the ritual. It enables our reason to direct and to determine our reaction to experience. By making us understand what it is we know from our experience, it makes possible action, which is our term for movement directed by reason, when otherwise there would only have been superstition. Without the myth, we would be slaves to panic; the myth enables man to walk upright; it liberates his reason from the nameless terror of the incomprehensible outside and in.

It is because it is so real, so central, so potent, that I say, “Beware of the Myth.” Because it is the basis of all ritual and of all institutions, it is all-important that it be a true myth, truly interpreted. For a false myth, or one that is interpreted falsely, is the most vicious, the most destructive thing we know. But you may ask, how can a myth be true or false? Isn’t it an open contradiction to apply such philosophical or ethical value terms to experience? But the myth is not just experience; it is the symbolical expression of experience, which means that the myth itself is already a product of our consciousness, of our reason, of our beliefs, the product of a decision as to what is relevant in our experience and what our experience actually means. And this applies with even greater force to the interpretation of the myth—that is, to ritual and action.

You can say that any myth is a valid myth if it has stood the pragmatic test, the test of time. It could not have survived unless it expressed in a plausible symbol an experience common to the human species. The myth always raises the right questions, always registers the right seismic disturbances, but it does not by necessity give the right answers. In fact, it gives no answers at all. The answers are given by our interpretation of the myth and of the experience it expresses; they are given, in brief, by philosophy and theology, the two disciplines that are exclusively concerned with the analysis, interpretation, and critique of the basic myth. These answers may be right, but they may also be wrong, depending upon the principles, methods, and aims of the philosopher and theologian.

All this, as you may now have realized, has been by way of introduction to my assignment tonight, to speak on the “Myth of the State.” The people who first talked of the state as a myth did not understand the term to mean what I make it mean. On the contrary, by calling the state a myth they meant to say that there really is no such thing as a state, that there are only individuals existing by themselves, and that it is a lie and worse to pretend that there is a state. Nevertheless, the state is a true myth in the sense in which I have been using the term.

The experience of belonging to a group, the experience that the group is real, has existence and has definite qualities and, you might even say, has a body, is one every one of us has had. And we also know, beyond rational proof and beyond contradiction, that there are situations in which this phenomenon we call “group” has more reality and more life than the individual, situations in which the individual is willing to die so that the group may live. You may try to explain this phenomenon rationally and develop the state from the biological necessity of the family to care for infant and nursing mother, or from the utilitarian principle that half a loaf is better than no bread at all. But you won’t get very far this way. Certainly you could not explain rationally that central political experience, the experience we call “allegiance.” You can only deny that there is such a basic experience, that there is anything but the individual—but that makes little more sense than to deny any other basic experience, such as that of our senses; it also makes you incapable of any political effectiveness and action. If you are in politics, you must accept the reality of the organized group as a basic experience of man’s life. You must accept the myth of the state as a real myth, as a symbolical expression of a genuine experience, common to all of us.

And it is a real myth, according even to the dictionary definition I gave you at the beginning: “a tale, a fabrication, invoking the supernatural to explain a natural phenomenon.” We may not consciously personify the state as supernatural, though the process that gave us the person of Uncle Sam and the symbolism of the flag is probably not so very different from that that gave our ancestors the corn goddess or the sacred oak of Dodona. But even without the externals of personification, we see the state as a supernatural being. We endow it with immortality and, though we cannot see it, we give it reality and effectiveness, which means that we give it the invisible body of the supernatural. All this, however, does not mean, as the rationalists thought, that we deal with a mere superstition, which dissolves before the light of logic and reason. It means, on the contrary, that we are up against a reality and that the myth alone makes it possible for us to deal with it rationally.

It makes no sense, then, to question whether there is a state or whether there should be one. The very fact that we have the myth of the state shows that the only question that is meaningful is: What myth should we have, and how should we interpret it, to have a true myth and a true state?

Often the answers have been given in an indirect form—that is, by changing the title of the myth, by putting a different term for state: tribe, polis, society, law, nation, race, etc. Of course, each new title starts out with a different meaning and is brought in with a definite propagandistic purpose. But very soon the same old questions come up in connection with the new title, which, to answer once and for all, the new title had been devised for. Hence we have always been forced to do the job the hard way: by working out the answers ourselves.

This job of working out the answers has been the central, perhaps the only problem of political philosophy over the ages. Therefore, I can hardly be expected to give you the solution in the few minutes left to me tonight.

But there seem to me to be implicit in the fact that it is a myth certain absolute prerequisites for a true interpretation of the myth of the state. First, the organized group is undoubtedly a reality, not a fiction, an elementary experience, not something deduced, derived, or secondary. Man is by nature a social animal, a “zoon politikon” [Aristotle’s term for a social or political creature]. He does not exist except in the group. Any interpretation of the myth that does not accept this seems to me prima facie invalid and untrue, and likely to lead to untold harm.

But secondly, the very fact that we have a myth of the state—that is, that we can rationalize our experience—also shows that man is not all political animal, and that his existence is not described or circumscribed by his belonging to the group. Ants and bees are as much social animals as man. An ant or a bee can even overthrow the ruler of the swarm and establish his own rulership. But only man can change the basic order of the group itself, only man has the myth of the state. Hence man is also and always not a political animal that exists in the group; he also and always exists outside the group as an individual.

Finally, the myth of the state expresses always the nonbe-longing, the nonallegiance to all the other groups. It establishes a group ritual, it leads to group action, but at the same time it excludes from group ritual and opposes group action. Yet the very fact that it is universal myth expressing an experience common to all men—black, brown, and white, American, Russian, or Hottentot—shows conclusively that, as in all other essential experiences of human existence, we are alike in our political experience.

No myth of the state, I submit, could be a true myth or be truly interpreted unless it expressed the fact of separation of group from group. But no myth of the state could be a true one unless it also expressed our common humanity. In fine, the myth of the state, to be a true myth, truly interpreted, has to express symbolically the polarity of human existence. And, in the last analysis, to express symbolically that man is a dual being by his nature—animal and individual at the same time—is the basic purpose of all myth.

From a lecture delivered at Bennington College.


PART II
1950s

Business historian Alfred D. Chandler Jr. has described the 1950s as a “Golden Age of Capitalism” in which big American companies fueled economic growth by exploiting “new knowledge-intensive as well as capital-intensive technologies in chemistry, pharmaceuticals, aircraft, and electronics.” One can easily add to that list another innovation of the era: management. And more than anyone, it was Peter Drucker who showed the way. His 1954 book, The Practice of Management, became the guide to which countless executives turned in order to master the basics: “What is our business and what should it be?” “Management by objectives and self-control.” “The spirit of an organization.” “Motivating to peak performance.” Years later, management scholar Jim Collins would note that when he dug into the backgrounds of “visionary companies” such as General Electric, Johnson & Johnson, Procter & Gamble, Hewlett-Packard, Merck, and Motorola, he discovered Drucker’s “intellectual fingerprints” everywhere. “David Packard’s notes and speeches from the foundation years at HP so mirrored Drucker’s writings,” Collins said, “that I conjured an image of Packard giving management sermons with a classic Drucker text in hand.” Drucker himself said that, after 10 years of consulting and teaching, he was simply filling a void with The Practice of Management. Nothing like it existed. “So I kind of sat down and wrote it, very conscious of the fact that I was laying the foundations of a discipline.” By the end of the decade, Drucker had also coined a new term: “knowledge worker.” And he would spend the rest of his days contemplating the ways in which knowledge had supplanted land, labor, and capital as “the one critical factor of production.”


3
The Problems of Maintaining Continuous and Full Employment
1957

There are three major forces in an industrial economy today that exert pressure toward making employment continuous and stable:

• The first is social pressure, especially through organized trade unions. Some suggest that it is natural that the worker should give stable employment first place among his cares and hopes. In the United States, this is a considerable overstatement; such things as wage levels, working hours, and opportunities for advancement are likely to rank as high among the “care and hopes” of many workers in this country as does stable employment. And while “natural,” stable employment is a recent concern of the worker. Only 30 years ago, wages and working conditions would have undoubtedly been given “first place,” and stability of employment might, a generation ago, not have been among the conscious cares of the worker at all. We face, in other words, a basic change in the goals and aspirations of the worker in industrial society—and perhaps a change that offers opportunities as well as challenges of management.

• The next major pressure toward maintaining continuous and stable employment is modern production technology, both in manufacturing and in distribution. The trend toward the highly capitalized plant or store sharply limits the adaptability of productive facilities to short-term fluctuations in demand. Specifically, a larger and larger part of the work-force—whether rank and file or managerial, technical, or professional—has to be kept on regardless of the volume of production, as long as the facility itself is being operated at all. Labor costs, in other words, are rapidly moving from the category of “variable” to that of “fixed.”

• Finally—and in the long run perhaps the most important element in this situation—business increasingly employs people who are highly trained and who do technical, professional, and managerial work. Rapidly the workforce is shifting from being composed primarily of manual workers, whether skilled or unskilled, to being largely composed of people who work by knowledge. This workforce represents increasingly years of training and development within the enterprise itself. It increasingly brings to bear on its work what is often literally irreplaceable knowledge, experience, and skills. The investment in the training and development of these men—though hidden by our traditional accounting concepts—is often higher than the capital in machines and tools invested per man. The enterprise cannot easily accept the dispersion of this, its major capital resource. On the contrary, it must increasingly try to maintain this capital resource together and in its own employment. For once laid off, these people may never come back.

In conclusion, it might be said that where today the drive for continuous and stable employment seems primarily to be propelled by social pressures and carried by organized labor unions, tomorrow—and this tomorrow in a highly developed country like the United States may only be 10 years off—the pressure for continuous and stable employment will increasingly come from within the business enterprise itself and will express its own technological, economic, and manpower needs.

The problems that these pressures raise can be summarized under four headings:

• How, if employment is maintained, can the solvency of the individual enterprise and its financial integrity be preserved and safeguarded through cyclical fluctuations?

• What impact on productivity is a stable-employment or stable-income policy likely to have?

• How can employment be stabilized in such a manner as to avoid harmful effects on the stability of the economy, on its development, and on its growth? In particular, how can employment be stabilized without creating inflationary forces? What will this effect be on adaptability of the economy and of the employee to technological change, and how can we avoid abuse of any employment stabilization to prevent technological progress and technological change?

• What is the impact on the mobility of the economy and of the individual within it? How will it affect individual opportunities and individual freedom of movement? How will it affect the individual’s ability to find a new job if enterprises are committed to maintaining the employment of present employees? What about the danger that the individual, because of “security of employment,” will stay on even where he is not best placed, either in respect to his opportunities, in respect to the contribution he can make, or in respect to his ability, knowledge, and skill?

So far in the United States only the first of these problems has even been considered—and even that only quite superficially. It is my personal opinion that this represents a definite shortcoming in our vision and approach and that, within the next 10 to 20 years, the other three problem areas are likely to become a good deal more important. They threaten to present greater difficulties and greater dangers than the danger to the solvency of the enterprise and its financial integrity, important though this undoubtedly is.

By and large there have been three major approaches to the task of providing stable and continuous employment in the United States. All three focus on the rank-and-file employee and especially on the unionized employee.

The first of these approaches attempts to provide greater stability in the operations of a company. This can be attempted in several ways, which very often can be tackled concurrently. One of these—the easiest and most productive wherever it applies—is to smooth out those internal operations that are largely not affected by fluctuations in business and consumer demand. One example would be the maintenance expenditures of a railroad, which are primarily dictated by the need to maintain intact and in good working order the railroad’s business—producing assets. In fact, it has been shown that railroad maintenance work is done most efficiently and most cheaply in times of slack business. It can be said that any success in smoothing out such internal operation is beneficial all around, in addition to being usually quite profitable for the enterprise itself.

Another approach is to try to smooth out fluctuations in employment by using internal operations—such as maintenance—as a counterweight to operations for market and consumer. This was, incidentally, the line taken by the earlier attempts to provide “guaranteed employment” in this country. In the meatpacking firm of Hormel, for instance, maintenance work is deferred until there are slack times in factory employment, and factory workers are then used to do maintenance work.

The next line of attack would be one that directly tackles such predictable short-term fluctuations and tries to maintain production regardless of such fluctuations and in anticipation of a stable “cycle.” This is probably, from the point of view of the individual enterprise, a more promising line of attack than the shift of production workers to maintenance workers to maintenance work and back again.

Another line of attack, under the same heading of smoothing out internal operations, is to smooth out fluctuations in the economy caused by unnecessarily fluctuating demand of the company itself. While this does nothing to smooth out fluctuations in demand in the enterprise itself, it contributes to the stability of employment throughout the economy. In fact, there is little doubt that the remarkable stability of employment in the American economy during the last few years is, to a large extent, the result of the adoption of long-range planning for capital expenditures on the part of more and more businesses.

Finally, a company can attempt to create conditions of stability in its own market by planning and developing the market, by anticipating and predicting it, and by creating organized systematic innovation and a pricing policy that will encourage continuous demand on the part of its own customers. This presupposes an expanding economy. It involves entrepreneurial risk taking. It must be based on the application of systematic and scientific methods of management. And finally, it presupposes creative, imaginative, and aggressive marketing.

There is the danger with this last approach that results will be sought through methods that restrict the market and create monopolistic and artificial limitations in it. It must, therefore, be stressed that under conditions of modern technology such an attempt to get the benefits of market stability without the risks of competitive and aggressive market creation simply will not work.

The second basic approach to this task of providing stable and continuous employment in the United States is through guaranteeing to individuals a preference—right in their jobs. In a great many cases, this amounts to virtually complete job security. The means to do this is, of course, “seniority” according to which, in any layoff or dismissal, workers will be laid off or dismissed in the reverse of their length of service with the company (or, in some cases, with the industry).

Seniority provisions in American industry exist in a great variety of forms and detail as they are being set by individual union agreements. They actually exist also outside of unionized industry—by custom rather than by contract, but nevertheless in highly binding form. As mentioned, they mean that employees with two to five years of service, according to company or industry (and in practically all cases this would embrace about two-thirds of all employees), enjoy virtual job security as long as the company keeps in operation.

The disadvantages of any seniority system are very well known and need no repetition here. It is, however, only rarely understood that seniority is a principle of guaranteeing employment—and an exceedingly effective one.

Our final approach, developed only within the last few years, is to guarantee not a job and employment but the maintenance of income. This is the aim of the various plans known as “supplementary unemployment benefit plans,” which have become so prominent in American industry during the last few years—even though the first one, between the United Auto Workers union and the leading automobile companies, was concluded only two years ago in the spring of 1955.

With the exception of the seniority approach—which has been with Western industry for at least a hundred years—U.S. experience differs considerably from approaches to the same problem in many other countries. The biggest difference is obviously that in the United States the problem is considered primarily one of private industry to be solved through individual negotiations with individual labor unions. In other countries—in Italy, for instance, but also in Great Britain—it is to be solved by social legislation or government supervision.

Another basic characteristic of the American approach is, increasingly, at least for rank-and-file employees, stabilization of income rather than guarantee of employment is in the center of our effort. Finally—albeit, with significant exceptions, especially in such industries as the railroads—there has been very little or no attempt to slow down or to limit technological or managerial advance and change in order to preserve jobs.

To a very large extent these are characteristics that typify American economic conditions and industrial relations. But they might very well express specific experiences of great importance not only to this country but to all countries.

First, they are likely to express our experience—which organized labor in this country has by and large learned, too—that technological progress and greater productivity do not endanger jobs but create jobs. This is not to say that there is no such thing as “technological unemployment.” But it is a marginal rather than a central problem. And our experience has been that by and large increased productivity means a larger rather than a smaller labor force.

It means, however, very often jobs requiring greater skill or knowledge—that is, an upgrading of the labor force. This is particularly true of the shift to automation. One of our experiences is, therefore, that maintaining jobs and even maintaining income are no substitute for managerial effort to retrain employees for new responsibilities arising out of technological advance; in fact, any attempt to use guarantees of employment or income as a substitute for such a constructive approach toward making the worker ready for new and usually better-paid and more responsible jobs would be a serious and dangerous misuse.

The second specific experience that underlies the American approach is probably that the easiest way to make “technological unemployment” a real danger is to try to prevent technological change. This only makes certain that technological change, when it comes, will be catastrophic change.

And, finally, the American approach raises the question whether there is not a great deal more actual “job security” in the American system—and, by inference, in any economy that consciously and systematically works on its own constant expansion—than is customarily recognized.

Studies have shown that even during the Great Depression—and even during 1937–1938, when we had the most rapid decline in productions and employment—70 percent or more of the workers of the great majority of enterprises were in no danger of losing their jobs and usually not even in danger of having to work short time, except for a week or two at a stretch. Another way of saying this is that even during the Depression, management in the United States had a serious problem of “turnover”—that is, of voluntary quits despite the great and understandable fear for job security that pervaded the employees.

In other words, the problem is perhaps not so much that of changing the pattern of industry from one of great built-in employment instability to one of greater stability. The problem might very well be that of bringing out, making visible, and institutionalizing an already existing very high degree of job stability in such a manner that it strengthens the individual enterprise, strengthens the economy, advances productivity, and advances the individual’s opportunities and freedom.

From remarks submitted to the Eleventh International Management Congress in Paris, on behalf of the American delegation.


PART III
1960s

Jack Beatty, Peter Drucker’s biographer, has pointed out that, in spite of its provocative title, Drucker’s 1968 book The Age of Discontinuity “all but ignores” the most convulsive events of the day: student protests, the Civil Rights movement, and Vietnam. And yet, he added, The Age of Discontinuity is “a very 1960s book in its conviction that truth lies under the surface” and “trends under the trends.” Specifically, what Drucker set out to chronicle were big, if little noticed, changes in the “social and cultural reality” that seemed likely “to mold and shape the closing decades of the twentieth century.” Among the “new industries already in sight,” Drucker proclaimed, was one called “information systems.” “The impact of cheap, reliable, fast, and universally available information,” he wrote, “will easily be as great as was the impact of electricity. Certainly young people, a few years hence, will use information systems as their normal tools, much as they now use the typewriter or the telephone.” Of course, few people besides Drucker could see all this back then. But Drucker wasn’t only profound and prescient. He was also practical—a trait exhibited in another Drucker classic of the decade, The Effective Executive, published in 1967. By teaching principles of time management, the elements of decision making, and building on one’s strengths, Drucker showcased his ability to share insights on an altogether different level: not that of society or the organization, but of the individual practitioner striving to “manage oneself.”


4
The First Technological Revolution and Its Lessons
1965

Aware that we are living in the midst of a technological revolution, we are becoming increasingly concerned with its meaning for the individual and its impact on freedom, on society, and on our political institutions. Side by side with messianic promises of utopia to be ushered in by technology, there are the most dire warnings of man’s enslavement by technology, his alienation from himself and from society, and the destruction of all human and political values.

Tremendous though today’s technological explosion is, it is hardly greater than the first great revolution technology wrought in human life 7,000 years ago when the first great civilization of man, the irrigation civilization, established itself. First in Mesopotamia, and then in Egypt and in the Indus Valley, and finally in China, there appeared a new society and a new polity: the irrigation city, which then rapidly became the irrigation empire. No other change in man’s way of life and in his making a living, not even the changes underway today, so completely revolutionized human society and community. In fact, the irrigation civilizations were the beginning of history, if only because they brought writing. The age of the irrigation civilization was preeminently an age of technological innovation. Not until a historical yesterday, the eighteenth century, did technological innovations emerge which were comparable in their scope and impact to those early changes in technology, tools, and processes. Indeed, the technology of man remained essentially unchanged until the eighteenth century insofar as its impact on human life and human society is concerned.

But the irrigation civilizations were not only one of the great ages of technology. They represent also mankind’s greatest and most productive age of social and political innovation. The historian of ideas is prone to go back to Ancient Greece, to the Old Testament prophets, or to the China of the early dynasties for the sources of the beliefs that still move men to action. But our fundamental social and political institutions antedate political philosophy by several thousand years. They all were conceived and established in the early dawn of the irrigation civilizations. Anyone interested in social and governmental institutions and in social and political processes will increasingly have to go back to those early irrigation cities. And, thanks to the work of archaeologists and linguists during the last 50 years, we increasingly have the information, we increasingly know what the irrigation civilizations looked like, we increasingly can go back to them for our understanding both of antiquity and of modern society.

The irrigation city first established government as a distinct and permanent institution. Even more basic: The irrigation city first conceived of man as a citizen. It had to go beyond the narrow bounds of tribe and clan and had to weld people of very different origins and blood into one community. The irrigation city also first developed a standing army. It had to, for the farmer was defenseless and vulnerable and, above all, immobile.

It was in the irrigation city that social classes first developed. It needed people permanently engaged in producing the farm products on which all the city lived; it needed farmers. It needed soldiers to defend them. And it needed a governing class with knowledge—originally a priestly class. Down to the end of the nineteenth century, these three “estates” were still considered basic in society. But at the same time, the irrigation city went in for specialization of labor, resulting in the emergence of artisans and craftsmen (potters, weavers, metalworkers, and so on) and of professional people (scribes, lawyers, judges, physicians).

And because it produced a surplus, it first engaged in organized trade, which brought with it not only the merchant but money, credit, and a law that extended beyond the city to give protection, predictability, and justice to the stranger, the trader from far away.

The irrigation city first had knowledge, organized it, and institutionalized it. Both because it required considerable knowledge to construct and maintain the complex engineering works that regulated the vital water supply and because it had to manage complex economic transactions stretching over many years and over hundreds of miles, the irrigation city needed records, and this, of course, meant writing. It needed astronomical data, as it depended on a calendar. It needed means of navigating across sea or desert. It, therefore, had to organize both the supply of the needed information and its processing into learnable and teachable knowledge. As a result, the irrigation city developed the first schools and the first teachers.

Finally, the irrigation city created the individual. Outside the city, as we can still see from those tribal communities that have survived to our days, only the tribe had existence. The individual as such was neither seen nor paid attention to. In the irrigation city of antiquity, however, the individual became, of necessity, the focal point. And with this emerged not only compassion and the concept of justice; with it emerged the arts as we know them, the poets, and eventually the religions and the philosophers.

This is, of course, not even the barest sketch. All I wanted to stress is that the irrigation city was essentially “modern,” as we have understood the term, and that until today history largely consisted of building on the foundations laid 5,000 or more years ago. In fact, one can argue that human history, in the last 5,000 years, has largely been an extension of the social and political institutions of the irrigation city to larger and larger areas—that is, to all areas of the globe where water supply is adequate for the systematic tilling of the soil.

The irrigation civilization was based squarely upon a technological revolution. It can, with justice, be called a “technological polity.” All its institutions were responses to opportunities and challenges that new technology offered. All its institutions were essentially aimed at making the new technology most productive.

So, what can we learn from the first technological revolution regarding the impacts likely to result on man, his society, and his government from the new industrial revolution, the one we are living in? Does the story of the irrigation civilization show man to be determined by his technical achievements, in thrall to them, coerced by them? Or does it show him capable of using technology to human ends and of being the master of the tools of his own devising?

Without a shadow of doubt, major technological change creates the need for social and political innovation. It does make obsolete existing institutional arrangements. It does require new and very different institutions of community, society, and government. To this extent there can be no doubt: Technological change of a revolutionary character coerces; it demands innovation—specific social and political innovation.

In other words, one lesson to be learned from the first technological revolution is that new technology creates what a philosopher of history might call “objective reality.” And objective reality has to be dealt with on its terms. Such a reality would, for instance, be the conversion, in the course of the first technological revolution, of human space from “habitat” into “settlement”—that is, into a permanent territorial unit always to be found in the same place, unlike the migrating herds of pastoral people or the hunting grounds of primitive tribes. This alone made obsolete the tribe and demanded a permanent, impersonal, and rather powerful government.

But the irrigation civilizations can teach us also that the new objective reality determines only the gross parameters of the solutions. It determines where, and in respect to what, new institutions are needed. It does not make anything “inevitable.” It leaves wide open how the new problems are being tackled, what the purpose and values of the new institutions are to be. Even within the Old World, where one irrigation civilization could learn from the others, there were very great differences. They were far from homogeneous, even though all had similar tasks to accomplish and developed similar institutions for these tasks.

Impersonal bureaucratic government had to arise in all these civilizations; without it they could not have functioned. But in the Near East it was seen at a very early stage that such a government could serve equally to exploit and hold down the common man and to establish justice for all and protection for the weak. From the beginning, the Near East saw an ethical decision as crucial to government. In Egypt, however, this decision was never seen. The question of the purpose of government was never asked. And the central quest of government in China was not justice but harmony.

It was in Egypt that the individual first emerged, as witness the many statues, portraits, and writings of professional men, such as scribes and administrators, that have come down to us—most of them superbly aware of the uniqueness of the individual and clearly asserting his primacy. But Egypt suppressed the individual after a fairly short period during which he flowered (perhaps as part of the reaction against the dangerous heresies of Ikhnaton [a pharaoh who had abandoned traditional polytheistic religious practices]). There is no individual left in the records of the Middle and New Kingdoms, which perhaps explains their relative sterility.

In the other areas two entirely different basic approaches emerged. One, that of Mesopotamia and of the Taoists, we might call “personalism,” the approach that found its greatest expression later in the Hebrew prophets and in the Greek dramatists. Here the stress is on developing to the fullest the capacities of the person. In the other approach—we might call it “rationalism,” taught and exemplified above all by Confucius—the aim is the molding and shaping of the individual according to pre-established ideals of rightness and perfection. I need not tell you that both these approaches still permeate our thinking about education.

Or take the military. Organized defense was a necessity for the irrigation civilization. But three different approaches emerged: a separate military class supported through tribute by the producing class, the farmers; the citizen-army drafted from the peasantry itself; and mercenaries.

Even the class structure, though it characterizes all irrigation civilizations, showed great differences from culture to culture and within the same culture at different times. It was being used to create permanent castes and complete social immobility, but it was also used with great skill to create a very high degree of social mobility and a substantial measure of opportunities for the gifted and ambitious.

For the first time in thousands of years, we face again a situation that can be compared with what our remote ancestors faced at the time of the irrigation civilization. It is not only the speed of technological change that creates a revolution; it is its scope as well. Above all, today, as 7,000 years ago, technological developments from a great many areas are growing together to create a new human environment. This has not been true of any period between the first technological revolution and the technological revolution that got underway 200 years ago and has still clearly not run its course.

We, therefore, face a big task of identifying the areas in which social and political innovations are needed. We face a big task in developing the institutions for the new tasks, institutions adequate to the new needs and to the new capacities which technological change is casting up. And, finally, we face the biggest task of them all—the task of ensuring that the new institutions embody the values we believe in, aspire to the purposes we consider right, and serve human freedom, human dignity, and human ends.

If an educated man of those days of the first technological revolution—an educated Sumerian, perhaps, or an educated ancient Chinese—looked at us today, he would certainly be totally stumped by our technology. But he would, I am sure, find our existing social and political institutions reasonably familiar. They are, after all, by and large not fundamentally different from the institutions he and his contemporaries first fashioned.

And, I am quite certain, he would have nothing but a wry smile for both those among us who predict a technological heaven and those who predict a technological hell of “alienation,” of “technological unemployment,” and so on. He might well mutter to himself, “This is where I came in.” But to us he might well say, “A time such as was mine and such as is yours, a time of true technological revolution, is not a time for exultation. It is not a time for despair, either. It is a time for work and for responsibility.”

From the presidential address to the Society for the History of Technology, presented in San Francisco.
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“Peter Drucker shined a light in a dark and chaotic world, and his words remain as relevant
today as when he first spoke them. Drucker’ lectures and thoughts deserve to be considered
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