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It is impossible in one evening’s talk to describe
- fully the making of a flexible budget but I refer
those who are interested to the BULLETIN OF THE
TayLor Sociery of April, 1922, in which, under the
title “A Technique for the Chief Executive,” I give
the only exposition of the flexible budget that so
far as I know has ever been printed.

The Budget as a Medium of Executive Leadership

 The greatest difficulty of leadership is to impart
information without creating antagonism, which
leads to an effort to find other ways of doing the
thing rather than to understand the explanation.

Up to a certain age, which is about the time of
finishing one’s education, most people are more
casily taught than afterwards. The time when the
change takes places varies. Psychologists explain
that it is natural to take pride in learning so long
as one is frankly a pupil, and that it is equally
natural that when the pursuit of knowledge is over

" onie should resent being given too much informa-
tion. It is interpreted to imply a lack of knowledge
and is resented as depriving one of the privilege
of working out the problem in one’s own way.

The budget properly handled furnishes a means
of combining instruction and inspiration of creative
activity which is unique. To obtain the full benefit,
responsibility and credit for effective work and
economy should always be given to the person in
a position to effect such economies. The job of
the man higher up should be to help and support
those responsible for effecting economies to exer-
cise their own authority but not to make decisions
for them.

It is here that the budget comes in. Suppose
the cost of a department, whether it be in an office
or factory, has unduly increased or the quality of
its work is unsatisfactory. The conventional pro-

+ cedure is for the executive in charge to send for
the department head and show him the faults of
his department. The department head has probably
passed the period when his pride is in learning,
and however considerate the executive may be, the
focusing of attention on faults will be regarded
as criticism., If the department has been budgeted
a different situation exists.

The mere existence of a budget, which it is the
duty of the executive to enforce, relieves him of
the personal equation. With the budget in hand,
he may send for the department head. In place
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of his pointing out the unsatisfactory results -
achieved and what could or should have been done
to prevent them, they go over the budget together
to see what can be done to bring about the desired
results. This avoids the necessity for finding fault.
The executive should remember that if:a depart-
ment head does not deserve this kind of treatment
the best thing he can do is to fire himi;_and put
in his time on a more competent man.

You may wonder why all this cannot be done
without a budget. The budget, whether flexible-
or not, takes unto itself the onus of the situation
and puts the executive more nearly on a level with
the department head. It puts them in a position
of having a common purpose. This is tnore
stimulating to the department- head than you can
imagine unless you have recently been a depart-
ment head and have had this experience., Also, the
existence of the budget as a medium of expression.
of results achieved objectifies the conversation.
There will be encouraging progress if ‘the executive
will avoid preaching and interest himself in devel-

oping the other man’s ideas rather 'than in ex-

ploiting his own. .
The situation should be developed through’
questions as to what it should cost under this or
that condition to achieve certain maximum and
‘minimum results. Here comes the point of the
flexible budget. You show the department head
how, with this information, he can work out his
fixed and variable costs and measure his accom-
plishments, under the exact conditions which pre-
vail, in terms of weeks or months-at will. What
is even more important, instead of telling him, you
have caused him to analyze the situation and to
find out for himself what can and should be done.
You may say it would be easier to do'the work
yourself, but I want to suggest that this kind of
thing is the essence of leadership and that without
this sort of patience and ability, one had best stay
in the class of doers. There are three stages in the.
development of leadership. First, learning; second,
doing; and third, leading. The trouble is that
people in the second stage want the prestige of
leadership without giving up the kick of doing.
In closing I want to illustrate the flexible feature
of a budget and tell a story which will give you a
better idea of how the making or revision of a
budget may be used as an educational medium,
Costs as such do not serve the ends of man-
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will, T think, answer this question satisfactorily.’

In making a budget for a concern which sent
out a great deal of printed matter, the head of the
Forwarding Department said it was impossible to
make a budget for his department without know-
ing what he would be required to ship. Without
telling him how to make his budget I asked him a
number of questions yhich brought out the fol-
lowing facts:

1. The amount of money which
budgeted for the printed matter.

2. The average weight of such literature per
hundred, dollars. -

3. The average distance of the places to which
the material was to be delivered.

4. The cost per ton-for transportation over the
average distance.

5. The average size of the paper wrapped pack-
ages, the average size of the box used, the number
of average packages per ton, the number of average
boxes per ton, the cost of paper, cord, and wrapping
the averagé package and the cost of the box and
packing the average box.

WWith these determinations, I do not have to tell
you how he arrived at his budget. These budget
items, as applied to the actual shipments <nade,
came within $1000 of the total cost of ﬁomething
over $100,000, and the total cost was wvery con-
siderably less than it had been the previous year
for sending out a similar amount of material.

had been

completed a five .days’ discussion  of the subject,
“Fundamental Human Relationships in Industry,”
at Cambridge, England. The Congress was at- -
tended by personnel managers and welfare work-
ers, employers, representatives of labor, factory
inspectors and research workers from twenty coun-
trics and was addressed by many noted speakers.
The officers elected for the ensuing three years
were President, C. H. van der Leeuw, Partner,
Messrs. de erven de wed. J. van Nelle, Holland;
Vice-Presidents,» Miss Mary van Kleeck, Russell
Sage Foundation, New York, Miss M. L. Fledderus,
Holland, and Erich Lubbe, Chairman of the Works
Council (employes), Siemens, Ltd., Berlin; Treas-
urer, Charles E. Jacob, Managing Director, Messrs.
W. and R. Jacob and Company, Ltd., of Dublin,
Ireland. : :




