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than that of the craftsman business, which was the familiar model at the time. 
With his work, which appeared at the beginning of the industrialization, Smith 
was very important to the development of thinking about economics and orga-
nizations. Another major contributor to industrialisation – albeit in a different 
way – was James Watt (1726-1819), who invented the steam engine. In his 
book, Smith describes the manufacture of pins. First, how a single craftsman 
manufactures one pin at a time, and second, how work can be organized using 
the division of labour and specialisation. Smith lists 18 different operations (pick 
up steel wire from stock, pull out steel wire, cut the steel wire into pieces for 
pins, point each needle, etc.) for the manufacture of pins. A single person can 
master two to three operations and specialise in performing these as well and 
efficiently as possible. In the table below, Smith’s example has been illustrated.

ORGANIZATION TRADITIONAL 
CRAFTSMAN

DIVISION OF WORK 
AND SPECIALIZATION

Number of people 1 10

Number of different work operations per 
person

All 18 2-3

The number of needles produced per day Maximum 20 48.000

Number of needles produced per person 
per. day

Maximum 20 4.800 

In the example, Smith concludes that specialisation and division of labour can 
produce 240 times more pins than is possible for the individual craftsman who 
has to do it all by himself. 

According to Adam Smith, the increase in efficiency by means of division of 
labour and specialisation may be extended to any other manufacturing company 
(“every other art and manufacture”).

Henri Fayol and the administrative school
The French mining engineer Henri Fayol (1841-1925) got limited attention 
in the English-speaking world when he, in his book (Fayol, 1916), which was 
published in French in 1916, described the essential elements for organizing 
and managing a larger company. As CEO, Fayol had successfully completed a 
turnaround (i.e., “turned the company around”, so that it started to make prof-
its) for an ailing French mining company and had been recognized in his home 
country for his managerial skills. In 1949, almost 25 years after the death of 

FIGURE 2.9 Adam 
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production of pins.

Organization and people_tryk.indd   51 13-03-2020   10:21:36

FIGURE 2.9
Adam Smith’s example of how to optimize the production of pins.� © Praxis – Nyt Teknisk Forlag 2020

194016-1.indd   26 4/18/2020   1:44:03 PM


