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Chapter 2

An overview is outlined in the figure below.

Division of labour and scientific management are concerned with the lower 
part of the company’s organization, where products are manufactured and 
services are provided. The administration describes the more general features, 
namely how the work is planned and controlled, while the bureaucracy crosses 
all three areas.

Classical organizational theory originated during industrialization and is 
traditionally regarded as belonging to the first part of the 1900s. As we shall 
see later, however, the impact continues up to the present day. For example, 
concepts like best practice and lean are clearly rooted in, not least, Taylor’s the-
ory of scientific management.

EXERCISE

THE EMPIRE STATE BUILDING VS. ONE WORLD TRADE 
CENTER
• Read the example, The Empire State Building vs. One World Trade Center.
• If necessary, do some additional research on the web about the con-

struction of the Empire State Building.
• How is it possible to see that the construction of the Empire State  

Building took place during the period when classical organizational 
theory was dominant?

Adam Smith and division of labour
The Scottish economist, Adam Smith (1723-1790) became world-famous when 
he, in his book from 1776, An Inquiry into the Nature of the Wealth of Nations 
(Smith, 1776), described in particular the phenomena of division of labour and 
specialisation, i.e. how to build an organization that was much more effective 
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Adam Smith, Scottish 
Economist.
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