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The concept of scale is a critical aspect of organizational design and management. As 
enterprises grow and expand, they must adapt to new challenges and opportunities that arise 
from their increasing size and complexity. This paper explores the relationship between scale 
and the enterprise, with a focus on the functions and principles that are scale-independent and 
scale-dependent.

For the purposes of this paper, an enterprise is defined as a social group with a mission, 
purpose, or function (Drucker, 1954). This definition encompasses a wide range of 
organizations, including businesses, non-profit organizations, government agencies, and 
community groups. The key characteristic of an enterprise is that it has a shared mission, 
purpose, or function that guides its activities and decision-making.

According to Galbraith (1973), the operation of an enterprise is largely independent of scale or 
size. Many operating principles remain the same, regardless of the size of the organization. For 
example, goal-setting and strategic planning, leadership and decision-making, communication 
and collaboration, and performance measurement and evaluation are all essential functions 
that are applicable to enterprises of all sizes (Kotter, 1996).

However, there are also functions and principles that are scale-dependent. Organizational 
structure and hierarchy, resource allocation and budgeting, specialization and division of labor, 
standardization and process formalization, and technology infrastructure and systems are all 
examples of functions that may vary in importance or implementation depending on the size 
and complexity of the enterprise (Mintzberg, 1979).

In a federated enterprise, certain functions may be performed at lower levels of the 
organization. These functions may include customer service and support, sales and business 
development, marketing and promotion, product or service customization, supply chain 
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management, talent acquisition and management, community engagement and outreach, 
regulatory compliance, maintenance and repair, and local market research and analysis (Bartlett 
& Ghoshal, 1989).

The benefits of decentralizing these functions to lower levels of the organization include 
increased autonomy, flexibility, and responsiveness to local needs (Lawrence & Lorsch, 1967). 
However, there are also potential drawbacks to consider, such as the risk of inconsistent 
decision-making and the need for additional coordination and communication across different 
levels of the organization (Galbraith, 1973).

Furthermore, enterprises and their cultures are often federated, meaning that they are 
composed of multiple subcultures and communities that operate with a degree of autonomy 
(Schein, 1985). These subcultures may have their own values, norms, and practices that are 
shaped by their local context and history. In a federated enterprise, the challenge is to balance 
the need for consistency and coordination across the organization with the need for autonomy 
and flexibility at the local level.

In a federated culture, the organization is seen as a collection of communities that are 
connected by a shared purpose and set of values (Deal & Kennedy, 1982). Each community has 
its own unique culture and identity, but they are all part of a larger whole. This approach to 
culture recognizes that different parts of the organization may have different needs and 
priorities, and that a one-size-fits-all approach to culture may not be effective.

Excess control and reduced autonomy can be oppressive and may reduce enterprise 
performance. When organizations exert too much control over their employees and 
departments, it can lead to a lack of motivation, creativity, and innovation (Hackman & Oldham, 
1976). Employees may feel micromanaged, undervalued, and untrusted, leading to decreased 
job satisfaction and increased turnover (Herzberg, 1966).

In contrast, autonomy and decentralization can lead to increased innovation, creativity, and 
entrepreneurship (Burgelman, 1983). When employees and departments are given the freedom 
to make decisions and take risks, they are more likely to develop new ideas and solutions that 
can drive business growth and success.

2



In conclusion, the relationship between scale and the enterprise is complex and multifaceted. 
While many operating principles remain the same regardless of size, there are also functions 
and principles that are scale-dependent. By understanding these differences, enterprises can 
design and manage their organizations in a way that is tailored to their specific needs and goals. 
Additionally, by recognizing the federated nature of their cultures and communities, enterprises 
can create an environment that fosters innovation, creativity, and entrepreneurship, leading to 
increased performance and success.
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