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WHAT 1S AN ORGANIZATION?

An organization is a collection of people working together to achieve a
common purpose.®® It is a unique social phenomenon that enables its
members to perform tasks far beyond the reach of individual accomplish-
ment. This description applies to organizations of all sizes and types, from
large corporations, to the small businesses that make up the life of any
community, to nonprofit organizations such as schools, government agen-
cies, and community hospitals.

All organizations share a broad purpsose-—providing useful goods or
services. Each one should return value to society and satisfy customers’
needs in order to justify its continued existence. A clear sense of purpose
that is tied to “gquality preducts” and “customer satisfaction” is an impor-
tant source of organizational strength and performance advantage. At
Medtronics, a large Minnesota-based medical products company, for ex-
ample, employees are noted for innovation and their commitment to a
clear and singular corporate mission—helping sick people get well. The
sense of common purpose centers atiéntion and focuses their collective
talents on accomplishing a compelling goal: improving the health and well-
being of those who use Medtronics products.®

IO An organization is a col-

lection of people working to-
gether in a division of laber
to achieve a common pur-

pose,

ORGANIZATIONS AS SYSTEMS

Organizations are systems composed of interrelated parts that function to-
O An open system trans- gether to achieve a common purpose.®® They are open systems that inter-

forms resource inputs from
the environment into prod-

act with their environments in the continual process of transforming re-
source inputs into product outputs in the form of finished goods and/or

uct outputs. services. As shown in Figure 1.1, the external environment is a mt:m] ele-
ment in the open-systems view of organizations. It is both a supplier of re-
sources and the source of customers. Feedback from the environment tells
an organization how well it is doing. Without customer willingness to use
the organization’s products, it is difficult to operate or stay in business
over the long run. The recent bankruptcies of Kmart, WorldCom, and An-
dersen give stark testimony to this fact of the marketplace: without cus-

tomers, a business can't survive.

ORGANIZATIONAL PERFORMANCE

For an organization to perform well, resources must be well utilized and
customers well served. The notion of value creation is very important in
this context. If operations add value to the original cost of resource inputs,
then (1) a business organization can earn a profit—that is, sell a product
for more than the cost of making it (e.g., fast-food restaurant meals), or
(2) a nonprofit organization can add wealth to society—that is, provide a
public service that is worth more than its cost (e.g., fire protection in a
community). Value is created when an organization’s resources are uti-
lized in the right way, at the right time, and at minimum cost to create for
customers high-quality goods and services.

The best organizations utilize a variety of performance measures. On
the customer side, high-performing firms measure customer satisfaction
and loyalty, as well as market share. On the employee side, they mea-
sure retention, career development, job satisfaction, and task perform-

© Productivity is the ance, A common measure of overall performance is productivity, the
quantity and quality of work quantity and quality of work performance, relative to resources used.
performance, with resource  Productivity can be measured at the individual and group as well as or-

utilization considered. ganizational levels,

; Figure 1.2 links productivity with two terms commonly used in man-
O Performance effective-  agement, effectiveness and efficiency, Performance effectiveness is an
ness is an output measure  output measure of task or goal accomplishment. If you are working in the
of task or goal accomplish-  manufacturing area of a computer firm, for example, performance effec-
ment. tiveness may mean that you meetadailyy -~ - B o
quantity and quality of keyboards asseml|

1
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Resource Utilization
Figure 1.2 Productivity and the dimensions of organizational performance,

company a8 a"whole to maintain its" prodoction® shedule and meet: cus-.

tomer demands for timely delivery and high-quality products.
Performance efficiency is a measure of the resource costs associated
with goal accomplishment. Cost of labor is a common efficiency measure,
Others include equipment utilization, facilities maintenance, and supplies
or materials expenses. Returning to the example of computer assembly,
the most efficient production is accomplished at a minimum cost in mate-

rials and labor. If you were producing fewer computer keyboards in a day

than you were capable of, this amounts to inefficiency. Likewise, if you
made a lot of mistakes or wasted materials in the assembly process, this is
also inefficient work.,

O Performance efficiency
is an input measure of re-
source cost associated with
goal accomplishment.
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CHANGING NATURE OF ORGANIZATIONS

Change is a continuing theme of this book, @nd organizations are coertainly
undergoing dramatic changes today. Among the many trends in the new
workplace, the following organizational transitions are important to your

study of management:*

Belief in human capital: Demands of the new economy place premiums ~=— _
on high-involvement and participatory work settings that rally the How organizations are

knowledge, experience, and commitment of all members. changing

' Demise of “command-and-control™ Traditional hierarchical structures

with “do as | say” bosses are proving too slow, conservative, and costly
to do well in today’s competitive environments.
Emphasis on teamuwork: Today's organizations are less vertical and

- more horizontal in focus; they are inereasingly driven by teamwork that

pools talents for creative problem solving.

Pre-eminence of technology: New opportunities appear with each new
development in computer and information technology; they continually
change the way organizations operate and how people work.

Embrace of networking: Organizations are networked for intense real-
time communication and coordination, internally among parts and ex-
ternally with partners, contractors, suppliers, and customers.

New workforce expectations: A new generation of workers brings to the
workplace less tolerance for hierarchy, more informality, and more at-
tention to performance merit than to status and seniority.

Concern for work-life balance: As society increases in complexity, work-
ers are forcing organizations to pay more attention to balance in the of-
ten-conflicting demands of work and personal afiairs.

« Focus on speed: Esrerythmg moves fast today; in business those who get
products to market first have an advantage, and in any organization
work is expected to be both well done and timely.

There are many force driving these changes in organizations. Key-
among them is unrelenting demand for quality products and services, Or-
ganizations that fail to listen to their customers and fail to deliver quality
goods and services at reasonable prices will be left struggling in a highly
competitive environment. References will be made throughout this book to

© Total quality manage- the concept of total quality management (TQM)—managing with an or-

ment (TQM) is managing ganization-wide  commitment to continuous improvement and meeting

with commitment to contin-  customer needs completely.*® For the moment, the quality commitment

uous improvement, product  can be recognized as a hallmark of enlightened productivity management

quality, and customer in any organization.
satisfaction.

iy

MANAGERS IN THE NEW WORKPLACE

-!?Iflnﬂﬂ"ri::li‘!!!#nluHWHJ'.'lluif:ﬂlbtﬂ'ﬂuniuq:limunll:lnuﬂilu:ulnn

In an article entitled *Putting People First for Organizational Success,” Jef-
frey Pfeffer and John F. Veiga argue forcefully that organizations perform
better when they treat their members better. They also point out that too
many organizations fail to operate in this manner and, as a consequence,
suffer performance failures. Pleffer uses the term “toxic workplaces” to de-
scribe organizations that treat their employees mainly as costs to be re-
duced. True high-performing organizations are very different. They treat
people as valuable strategic asscts that should be carefully nurtured.*?
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The themes and concepts of Management 8/e support this view that orga-
nizations should operate with a commitment to people as their most im-
portant assets. Importantly and in the day-to-day flow of events in any
workplace, those who serve in managerial rofes have a special responsibil-
ity for ensuring that this commitment is fulfilled. :

WHAT 1S A MANAGER?

You find them in all organizations. They work with a wide variety of job
titles—team leader, department head, project manager, dean, president,
administrator, and more. They always work directly with other persons
who rely on them for critical support and assistance in their own jobs.
We. call.them managers, people in, Opgap zations who directly support O A manager is a persog
and help activate the work effoits and per.ormance accomplishments of who supports and is Té7
others. sponsible for the work of
For those serving as MAanagers, the job is challenging and substan- others.
tial. Any manager is responsible not just for his or her own work but for
the overall performance accomplishments of a team, work group, depart-
ment, or even organization as a whole. Research conducted by the
Saratoga Institute reports that the average manager oversees the work of
10.75 other people.t® Whether they are called direct reports, team mem-
bers, wark associates, or subordinates, these “other people” are the essen-
tial human resources whose contributions represent the real work of the
organization. .
Every manager's job thus entails a key responsibility—to help other
people achieve high performance. Those persons working with and report-
ing to managers are the critical human capital upon whose intellects and
efforts the performance of any organization is ultmately built. As pointed
out by management theorist Henry Mintzberg, being a manager in this
sense is a most important and socially responsible job:**

Hnjobismnreuitnlluoursacietythunsha:qﬂhemmagez It is the
manager who determines whether our social institutions serve us well
or whether they squanderourmlemsandresawms.fﬁsﬁansﬁp
away the folklore about managerial work, and time o study it realisti-
eally so that we can begin the difficult task of making significant im-
provement in its performance.

LEVELS AND TYPES OF MANAGERS

I

‘The nature of managerial work is evolving as organizations change and de-
| velop with time, A Wall Street Journal report described the transition of man-
'agers as follows: “Not so long ago they may have supervised 10 people sitting
outside their offices. Today they must win the support of scores more—em-
ployees of different backgrounds, job titles, and even cultures. These Tiew
managers are expected to be skilled at organizing complex subjects, solving
problems, communicating ideas, and making swift decisions,™*®

Levels of Managers

:‘mﬁ hiphest levels of orpanizations, common job titles are chief executive  © Top managers guide the

oy _EED}J president, and vice president. These top managers arc re- performance of the organi-

i sible for the performance of an organization as a whole or for one of zation as a whole or of one
larger parts, They pay special attention to the external environment, of its major parts.
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Nine responsibilities of team leaders

Plaﬁ meetings and work schedules.

Clarify goals and tasks, and gather ideas for improvement.
Appraise performance and counsel team members.

Recommend pay increases and new assignments.

Recruit, train, and develop team to meet performance goals.
Encourage high performance and teamwork.

Inform team members about organizational goals and expectations.
Inform higher levels of team needs and accomplishments.
Coordinate with other teams and support the rest of the organization.

© 0 NDO RGN

are alert to potential long-run problems and opportunities, and develop
appropriate ways of dealing with them. The best top managers are future-
oriented strategic thinkers who make many decisions under highly com-
petitive and uncertain conditions. They scan the environment, create and
communicate long-term vision, and ensure that strategies and objectives
are consistent with the organization's purpose and mission. Before retiring
as Medtronics' CEO, Bill George crafted “Vision 2010” to position the firm
as a client-centered deliverer of medical services. The hours were long and
the work demanding, but George also loved his job, saying: *1 always
dreamed . . . of being head of a major corporation where the values of the
company and my own values were congruent, where a company could be-
come kind of a symbol for others, where the product that you represent is

doing good for people.™®

0 Middle managers over- Middle managers are in charge of relatively large departments or divi-
see the work of large de- sions consisting of several smaller work units. Examples are clinic direc-
partments or divisions. tors in hospitals; deans in universities; and division managers, plant man-

agers, and branch sales managers in businesses. Middle managers work
with top managers and coordinate with peers to develop and implement’
action plans to accomplish organizational objectives. They must be team
oriented and able to work well with people from all parts of an organiza-
© Project managers coor- tion. An important example is the job of project manager, someoné whao
dinate complex projects coordinates complex projects with task deadlines while working with many

with task deadlines. persons within and outside the organization. At General Electric, for ex-
ample, corporate troubleshoot 2 __groups solve problems and create
- change across divisions and ge: graphic boundaries within the company.

One cross-functional team brought together managers from marketing,
human resources, and field operations to design a new compensation sys-

termn 47 "
Even though most people enter the workforce as technical specialists,

sooner or later they advance to positions of initial managerial responsibil-
o Team leaders or super- ity. A first job in management typically involves serving as a team leader

visors report to middie or supervisor—someone in charge of a small work group composed of
managers and directly su- nonmanagerial workers. Job titles for these first-line managers vary greatly
pervise nonmanagerial but include such designations as department head, group leader, and unit
workers. manager. For example, the leader of an auditing team is considered a first-

line manager, as is the head of an academic department in a university.
Manager’s Notepad 1.2 offers advice on the performance responsibilities of
team leaders and supervisors.*® Such managers ensure that their work
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teams or units meet performance objectives that are consistent with
higher-level organizational goals. Justine Fritz led a 12-member Medtron-
ics team to launch a new product. “I've just never worked on anything that
so visibly, so dramatically changes the quality of someone's life," she says,
while noting that the demands are also great. “Some days you wake up,
and if you think about all the work you have to do it’s so overwhelming,
you could be paralyzed.” That's the challenge of managerial work at any
level. Justine says: “You just have to get it done."*

Types of Managers

In addition to serving at different levels of authority, managers worle in dif-
ferent capacities within organizations. Line managers are responsible for
work activities that make a direct contribution to the organization’s outputs.
For example, the president, retail manager, and department supervisors of a
local department store all have line responsibilities. Their jobs in one way or
another are directly related to the sales operations of the store. Staff man-
agers, by contrast, use special technical expertize to advise and support the
efforts of line workers. In a department store, the director of human re-
sources and chief financial officer would have staff responsibilities,

In business, functional managers have responsibility for a single area
of activity, such as finance, marketing, production, personnel, accounting,
or sales. General managers are responsible for more complex units that
include many functional areas. An example is a plant manager who over-
sees many separate functions, including purchasing, manufacturing,
warehousing, sales, personnel, and accounting. It is common for man-
agers working in public or nonprofit orpanizations to be called adminis-
trators. Examples include hospital administrator, public administrator,
city administrator, and human-service administrator.

MANAGERIAL PERFORMANCE

All managers help people, working individually and in groups, to achieve
productivity while using their talents to accomplish organizational goals.
Importantly, managers do this while being held personally “accountable”
for results achieved. Accountability is the requirement of one person to
answer to a higher authority for performance results achieved in his or
her area of work responsibility. The team leader is accountable to a middle
manager, the middle manager is accountable to a top manager, and even
the top manager is accountable to a board of directors,

But the concept of managerial performance is multidimensional. Effec-
tive managers help others to both achieve high performance by working ef-
fectively and efficiently, and experience satisfaction in their work. This
dual concern for performance and satisfaction is a central theme in the
new workplace, and it runs throughout Management 8/ e. It is represented
in the concept of quality of work life, an indicator of the overall quality of
human experiences in the workplace. A “high-QWL" workplace expresses a
true respect for people at work by offering such things as fair pay, safe
working conditions, opportunities to learn and use new skills, room to
grow and progress in a career, protection of individual rights, and pride in
the work itself and in the organization. Part of any manager's accountabil-
ity is to achieve high-performance oufcomes whileé maintaining a high-
quality work life environment.®® Simply put, in the new workplace, per-
formance, satisfaction, and a high-quality work life can and should go
hand in hand.

O Line managers directly
contribute to the production
of the organization’s basic
goods or services.

O Staff managers use spe-
cial technical expertise to
advise and support line
workers.

¢ Functional managers are
responsible for one area of
activity, such as finance,
marketing, production, per-
sonmel, accounting, or sales.
O General managers are
responsible for complex
multi-functional units.

© An administrator is a
manager in a public or
nonprofit organization,

o Accountability is the
requirement to show
performance results to a
supervisor.

© Quality of work life is
the overall quality of human
experiences in the work-
place.
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CHANGING NATURE OF MANAGERIAL WORK

In today's organizations the words “coordinator,” “coach,” and “team
leader” are heard as often as “supervisor” or “manager.” The work man-
agers perform is less directive and more supportive than in the past. It
has to be in a world where high performance comes only to those who
truly value and sustain human capital. There is little tolerance or need in
J today’s organizations for those who simply sit back and tell others what to
- 3 L do. The best managers are well informed regarding the needs
CHECK 1.2 of those reporting to or dependent on them. They can often be
Are students ready for work? ~ Jpund working alongside those they supervise. They will al-
In a survey reported by USA Today, 66 per- ways be found providing advice and developing the support
cent of students said they were well pre- needed for others to peform to the best of their abilities. High-
pared 1o work in diverse teams. Only 13 performing managers, are good at building working relation- .
percess 3f employers agreed. Take the on-.  Ships with others, h;.}wi.nglqmmshqulup their skills and par-_ . ..
fine "Reality Check” to further examine dif- formance competencizs, fostering teamwork, and otherwise
ferences in student and empioyer percep- creating a work envirnment that is both performance driven
tions. and satisfying to those who do the required work.
Among the many changes taking place in managerial work,
the concept of the “upside-down pyramid” is insightful. Shown
in Figure 1.3, it offers an aliernative and suggestive way of viewing organiza-
tions and the role played by managers within them. The operating workers
are at the top of the upside-down pyramid, just below the customers and
clients they serve. They are supported in their work efforts by managers lo-
eated at the bottom. These managers arer’t just order-givers; they are there
to mobilize and deliver the support others require to best serve customer
needs. Each member of the upside-down pyramid is a value-added
weorker—someone who creates eventual value for the organization’s cus-
tomers or clients. The whole organization is devoted to serving the cus-
tomer, and this is made possible with the support of managers.
Many trends and emerging practices in organizations, such as the up-
side-down pyramid, require new thinking from ‘people who serve as man-

Operating workers
Do wark directty allécting customearfalient satisfaction
B '
1 support T
e Tl e ety ke b ok T e

- Team leaders and ma
Ip the operating workers do

-"';J :-"‘-'.:'2.?.'-5.,14.'.:1.'.1 LR :j‘fx 1.':.-
1 support 1
Top manqm
Keep organization's
mission and

strategies
| clear

Figure 1.3 The organization viewed as an upsideadnwn'pyramid.
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agers. As noted earlier, we are in a time when the best managers are
known more for “helping” and “supporting” than for *directing” and "or-
der-giving.” Even in an age of high technology and "smart” machines, the
human resource is indispensable. Worker involvement and empowerment
are critical building blocks of organizational success. Full human resource
utilization increasingly means changing the way work gets done by push-
ing decision-making authority to the point where the best information and
expertise exist—with the operating workers.

THE MANAGEMENT PROCESS _

r:L-t‘.-_'.'l-.il-.r.:'."t".Iz‘:l.'q.l.'rr.lr.:'l.l..u B8 EFERLEK

The ultimate “bottom line” in every manager's job is to succeed in helping
an organization achieve high performance by best utilizing its human and
material resources. If productivity in the form of high levels of perform-
ance effectiveness and efficiency is a measure of organizational success,
managers are largely responsible for its achievement. It is their job to mo-
bilize technology and talent by creating environments within which people
work hard and perform to the best of their abilities.

FUNCTIONS OF MANAGEMENT

Managers must have the capabilities to recognize performance problems
and opportunitics, make good decisions, and take appropriate actions.
They do this through the process of management—planning, organizing,
leading, and controlling the use of resources to accomplish performance
goals. These four management functions and their interrelationships are
shown in Figure 1.4. All managers, regardless of title, level, type, and orga-
nizational setting, are responsible for the four functions.®' However, they

Planning

Satting perlormance
objectives and deciding
how to achieva Iham

Controlling
Measuring perlormance

- and taking action to
ensure desired resulls

Inspiring paople 10
work hard to achieve

high perdormance

Figure 1.4 Four functions of management.

EENERF?I E W E K & EKESR

& Managemeant is the
process of planning, orga-
nizing, leading, and control-
ling the use of resources to
accomplizh performance

goals,
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are not accomplished in linear step-by-step fashion. The reality is that all
functions are continually engaged as a manager moves from task to task
and opportunity to opportunity in his or her work.

Planning

€ Planning is the process In management, planning is the process of setting performance objectives

of setting objectives and de-  and determining what actions should be taken to accomplish them. Through

termining what should be planning, a manager identifies desired results and ways to achieve them.

done to accomplish them. Tale, for example, an Ernst & Young initiative that was developed to better
meet the needs of the firm's female professionals.® Top management grew
concerned about the firm's retention rates for women and by a critical report
from the research group Catalyst. Chairman Philip A. Laskawy, who person-
ally headed Ernst & Young's Diversity Task Force, responded by zetting a
planning objective to reduce turnover rates for women. Rates at the time
were running some 22 percent per year and costing the firm about 150 per-
cent of each person's annual salary to hire and train new staff.

Organizing
Even the best plans will fail without strong implementation. Success be-
i i i { assigning tasks, allocating resources,
¢ Organizing is the gins with organizing, the process of assig _
prm::sa of assigning tasks, and coordinating the activities of individuals a_n_d groups to melernf:nt
allocating “;?snurccm and  , plans. Through organizing,.manager gturn. plans-into-actions-by- defining
y : ' ' and suppe "ting them with technology and other

‘coordinating work activities. jobs, assigning personnel, : . _
= resources. At Ernst & Young, Lazkawy organized to meet his planning ob-

jective by first creating a new Office of Retention and Lhcn_hir'm_g Dch{?mh
K. Holmes to head it. As retention problems were identified in varicus
parts of the firm, Holmes convened special task forces to tackle them and
recommend location-specific solutions. A Woman's Access Program was
started to give women access to senior executives for mentoring and carcer

development.

Leading

In management, leading is the process of arousing people’s enthusiasm to
work hard and inspiring their efforts to fulfill plans and accomplish
objectives. Through leading, managers build commitments to a common -

vision, encourage activities that support goals, and influence others to do
their best work in the organization's behalf. At Ernst & Young, Deborah
Holmes identified a core problem—work at the firm was extremely intense
and women were often stressed because their spouses also worked. She
became a champion for improved work-life balance and pursued it relent-
lessly. Although admitting that “therg’s no silver bullet” in the form of a
universal solution, new initiatives from her office supported and encour-
aged better balance. She started “call-free holidays" where professionals
did not check voice mail or e-mail on weekends and holidays. She also
started a “travel sanity” program that limited staffers’ travel to four days a
week so that they could get home for weekends.

© Leading is the process of
arousing enthusiasm and
inspiring efforts to achieve
goals.
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Controlling

The management function of controlling is the process of measuring work
performance, comparing results to objectives, and taking corrective action
as needed. Through controlling, managers maintain active contact with
people in the course of their work, gather and interpret reports on per-
formance, and use this information to plan constructive action ‘and
_ change. At Ernst & Young, Laskawy and Holmes both knew what the re-
tention rates were when they started the new program, and they were sub-
sequently able to track improvements. Through measurement they were
able to compare results with objectives, and track changes in work-life
balance and retention rates. They continually adjusted the program to im-
it. In today's dynamic times, such control and adjustment are indis-
pensable. Things don't always go as anticipated and plans must be modi-
fied and redefined for future success.

"

MANAGERIAL ACTIVITIES AND ROLES

Although the management process may sSeemm straightforward, things are
more complicated than they appear at first glance. In his classic book The
Nature of Managerial Work, Henry Mintzberg describes the daily work of
corporate chief executives as: “There was no break in the pace of activity
during office hours. The mail . . . telephone calls . . . and meetings . . .
accounted for almost every minute from the moment these executives en-
tered their offices in the morning until they departed in the evenings,"
Today, we would have to add ever-present e-mail to Mintzberg's list of ex-
ecutive preoccupations.™ ]

In trying to systematically describe the nature of managerial work
and the demands placed on those who do it, Mintzberg identified the set of
10 roles depicted in Figure 1.5 The roles involve managing information,
people, and action. The roles are interconnected, and all managers must be
prepared to perform all of them.® In Mintzberg's framework, a manager's

Decisional roles

Figure 1.5 Mintzberg's 10 managerial roles.

O Controlling is the
process of measuring per-
formance and taking action
to ensure desired results.
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STRATEGIC COMPETITIVENESS

An organization with competitive advantage operates with an attribute
or combination of attributes that allows it to outperform its rivals. At Wal-
Mart, for example, one source of such an advantage is information tech-
nology that allows the retailer to quickly track sales and monitor invento-
ries. In other industries, Dell Computer eliminates wholesale supplier
markups by marketing directly to consumers; Toyota's shorter cycle times
allow it to carry smaller amounts of work-in-process inventory. The goal
for any organization, however, is mot just to achieve competitive advan-
tage. It is to make it sustainable, even as rivals attempt to duplicate and
copy a success story. A sustainable competitive advantage is one that is

difficult for competitors to imitate. At Wal-Mart again, the firm's use of IT-

is continuously improved. Competitors have trouble catching up, let alone
getting ahead.

WHAT IS STRATEGY?

A strategy is a comprehensive action plan that identifies long-term direc-
tion for an organization and guides resource utilization to accomplish
goals with sustainable competitive advantage. It focuses attention on the
competitive environment and represents a “best guess” about what must
be done to ensure future success in the face of rivalry and even as condi-
tions change. Importantly, a strategy provides the plan for allocating and
using rescurces with consistent strategic intent—that is, with all organi-
zational energies directed toward a unifying and compelling target or goal.!
At Coca-Cola, for example, strategic intent has been described as “To put
a Colee within ‘arm’s reach’ of every consumer in the world.” Given the fo-
cus provided by this strategic intent, we would not expect Coca-Cola to be
diversifying by investing in snack foods, as does its archrival PepsiCo.

In our fast-paced world of globalization and changing technologies, the
*long-term” aspect of strategy is becoming ever shorter. As it does so, the
challenges to the strategist become even greater. It used to be that compa-
nies could count on traditional *build-and-sell” business models that put
them in control. In the early days of the automobile industry, for example,
Henry Ford once said: “The customer can have any color he wants as long
as it's back.” His firm, quite literally, was in the driver's seat. Today things
have changed and strategy is increasingly driven by customers and flexi-
bility. Stephen Haeckel, director of strategic studies at IBEM's Advanced
Business Institute, once described the shift this way: “It's a difference be-
tween a bus, which follows a set route, and a tax, which goes where cus-
tomers tell it to go.™®

STRATEGIC MANAGEMENT

In the case of Starbucks and Wal-Mart, crafting strategy may seem a de-
ceptively simple task: find out what customers want, then provide it for
them at the best prices and service. In practice, this task is made complex
and risky by the forces and uncertaintics of competitive environments.®
Every strategist must remember that at the same time one is trying to cre-
ate competitive advantage for an organization, competitors are always try-
ing to do the same. This gives rise to demands for strategies that are
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O A competitive advan-
tage comes from operating
in successful ways that are
difficult to imitate.

O A strategy iz a compre-
hensive plan guiding re-
source allocation to achieve
long-term organization
goals,

O Strategic intent focuses
and applies organizational
energies on a unifying and
compelling goal.
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"bold,” "aggressive,” *fast-moving,” and “innovative.” But call them what
yvou will, strategies don’t just happen. They must be created. And strate-
gies alone don't automatically bring success. They must be both well cho-
sen and well implemented.
©Q Strategic management Strategic management is the process of formulating and implement-
is the process of formulat- ing strategies to accomplish long-term goals and sustain competitive ad-
ing and implementing vantage. The essence of strategic management is looking ahead, under-
strategies, standing the environment and the organization, effectively positioning the
organization for competitive advantage in changing times, and then
achieving it

STRATEGIC MANAGEMENT GOALS

Michael Porter, Harvard scholar and strategy consultant, says that “sound
strategy starts with having the right goal.”® He argues that the ultimate
goal for any business should be superior profitability. This creates value
O Above-average returns for investors in the form of above-average returns, returns that exceed
exceed what could be earned  what an investor could earn by investing in alternative opportunities of
from alternative investments  equivalent risk.?
of equivalent rislk. The ability to earn above-average returns is based in part on the com-
petitive nature of organizational environments. Businesses compete in en-
vironments that vary in the following ways.'® In a monopoly environment,
there is only one player and no competition. This creates absolute compet-
itive advantage that delivers sustainable and even excessive business prof-
its, The U.5. Justice Department’s antitrust lawsuit against Microsoft Cor-
poration argued that the firm achieved actual or close to monopoly status
in respect to the market for computer operating systems, An oligopoly en-
vironment contains a few players who do not directly compete against one
another. Firms within an oligopoly sustain long-term competitive advan-
tages within defined market segments. In the absence of competition
within these segments, they can also reap excessive business profits. This
describes conditions in the breakfast cereals market, for example. The in-
dustry is dominated by large players—Kellogg's, General Mills, and
Ouaker Oats—that control much of the market. It is difficult for new play-
ers to break in. From the customer's standpoint, both monopoly and oli-
gopoly are disadvantageous. The lack of competition may keep prices high
and product/service innovations low.,

The global economy has helped to create for many businesses today
an environment of hypercompetition.!' This is an environment in which
there are at least several players who directly compete with one another.
An example is the fast-food industry, where McDonald's, Burger King,
Wendy’s, and many other restaurant chains all compete for largely the
same customers. Because the competition is direct and intense, any com-
petitive advantage that is realized is temporary. Successful strategies are
often copied and firms must continue to find new strategies that deliver
new sources of competitive advantage, even while trying to defend existing
ones. McDonald's, for example, had to mount an aggressive campaign to
defend its french fries—advertised as “America’s Favorite Fries"—from a
copycat attack by Burger King.'” In hypercompetition, there are always
some winners and losers. Business profits can be attractive but intermit-
tent. The customer generally gains in this environment through lower
prices and more produet/service innovation.

13
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THE STRATEGIC MANAGEMENT PROCESS CisesssssssssssasEEEES

Strategic management is successful when good s,_tmtegiea are crafted frc:-m
insightful understandings of the competitive environment of the organiza-
tion, and these strategies are well implemented. Figure 9.1 describes tl':_m_
steps involved in fulfilling the two major responsibilities of tl.he ntrt:::;c

agement process—strat formulation and strategy implemen : .
manTh: first ﬁftﬂt&gic mmagﬂmt responsibility is strategy fm:mulnﬂbn, O Strategy S?rmul::m is
the process of creating strategy. This involves assessing ¢:_‘13hng strate- the process o creating
gies, organization, and environment to develop new strategies capable of stralegles.

Strategy Implementation-
Putting strategies into action

Figure 9.1 Strategy formulation and implementation in the strategic

management process.
delivering future competitive advantage. Peter Drucker associates this
process with a set of five strategic questions: (1) What is our business mis-
sion? (2) Who are our customers? (3) What do our customers consider value?
(4) What have been our results? (5) What is our plan??
© Strategy implementa- The second strategic management responsibility is strategy imple-
tiom is the process of mentation, the process of allocating resources and putting strategies into
putting strategies into action. Once strategies are created, they must be successfully acted upon
action. to achieve the desired results. As Drucker says, “The future will not just

happen if one wishes hard enough. It requires decision—now. It imposes
risk—now. It requires action—now. It demands allocation of resources,
and above all, of human resources—now. It requires work—now."'* Every
organizational and management system must be mobilized to support and
reinforce the accomplishment of strategies. All resources must be well uti-
lized to achieve maximum impact on performance. All of this, in turn, re-
quires a commitment to the full range of strategic management tasks
posed in Manager's Notepad 9.1.'%

ANALYSIS OF MISSION, VALUES, AND OBJECTIVES

The strategic management process begins with a careful review and clarifi-
cation of organizational mission, values, and objectives.!® This sets the
stage for critically assessing the organization's resources and capabilities
as well as competitive opportunities and threats in the external environ-

ment.
Mission
O The mission is the orga-  As first discussed in Chapter 1, the mission or purpose of an organization
nization's reason for exis- may be described as its reason for existence in society. Strategy consul-
tence in society. tant Michael Hammer believes that a mission should represent what the

strategy or underlying business model is trying to accomplish. He sug-
gests asking: “What are we moving to?" “What is our dream?* “What kind
nf a diffum“nﬂ do we want to make in the wrnrld 7 What Ao we want tn e
known for?*!7
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The best organizations have a clear sense of mission, and they utilize re-
sources with clear strategic intent in respect to its fulfillment. At Mary Kay,

Ine., for example, the firm's mission is defined as “To enrich women's lives."

Starbucks’s mission is to be “the premier purveyor of the finest coffee in the
world while maintaining our uncompromising principles as we grow.” The
mission of the American Red Cross is to “provide relief to victims of disasters
and help people prevent, prepare for, and respend to emergencies, "'

A good mission statement identifies the domain in which the organiza-
tion intends to operate—inchiding the customers it intends to serve, the
products and for services it intends to provide, and the location in which it
intends to operate. The mission statement should also communicate the
underlying philosophy that will guide employees in these operations, An
important test of a mission is how well it serves the organization's stake-
holders. You should recall that these are individuals and groups—includ-
ing customers, shareholders, suppliers, creditors, community groups, and
others who are directly affected by the organization and its strategic ac-
complishments. In the strategic management process, the stakeholder test
can be done as a strategic constituencies analysis. Here, the specific inter-
ests of each stakeholder are assessed along with the organization's record
in responding to them. Figure 9.2 gives an example of how stakeholder in-
* {erests can be reflected in the mission of a business firm.

Core Values

Behavior in and by organizations will always be affected in part by values,
which are broad beliefs about what is or is not appropriate. Organiza-
tional culture was first defined in Chapter 4 as the predominant value
system of the organization as a whale.'” Through organizational cultures,
the values of managers and other members are shaped and pointed in
common directions. In strategic management, the presence of strong core
values for an organization helps build institutional identity. It gives char-
acter to an organization in the eyes of its employees and external stake-
holders, and it backs up the mission statement. Shared values also help
guide: the behavior of organization members in meaningful and consistent
ways. For example, Merck backs up its mission with a public commitment
to core values that include preservation and improvement of human life,
scientific excellence, ethics and integrity, and profits from work that bene-

fits humanity.

Figure 9.2 How external stakeholders can be valued as strategic con-
stituencies of arganizations.

\5H

0 Stakeholders ave indi-
viduals and groups directly
affected by an organization
and its accomplishments,

O Organizational culture
is the predominant value
system for the organization
as a whole.
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© Operating objectives are
specific results that organi-
zations try to accomplish.

—
Operating objectives of a
business

© A BWOT ansalysis exam-
ines organizational
strengths and weaknesses
and environmental opportu-
nities and threats.

© A core competency is a
special strength that gives
an organization a competi-
tive advantage.

QObjectives

Whereas a mission statement sets forth an official purpose for the organ.
sation and the ecore values describe appropriate standards of behavior for
its accomplishment, eperating objectives direct activities toward key and
specific performance results. These objectives are shorter-term targets
against which actual performance results can be measured as indicatorg
of progress and continuous improvement. According to Peter Drucker, the
operating objectives of @ business might include the following:*"

- Profitability— producing at a net profit in business.

. Market share—gaining and holding a specific market share.

. Human talent—recruiting and maintaining a high-quality workforce.
. Financial health—acqiring capital; earning positive returns.

v -Cost gfficiency—usi
+  Product quality—prod

21

%resaurces well Lo operate at low cest.
cing high-quality goods or services.

. Innovation—developing new products and/or processes.
. Social responsibility—making a positive contribution to society.

ANALYSIS OF ORGANIZATIONAL RESOURCES
AND CAPABILITIES

The strategic management process always involves careful analysis of or-
ganizational resources and capabilities. This can be approached by a tech-
nigue known as BWOT analysis: the internal analysis of organizational

Strengths and Weaknesses as we

tal Opportunities and Threats.
As shown in Figure 9.3, a SWOT analysis begins with a systematic

evaluation of the organization's resources and capabilities. A major goal is
to identify core competencies in the form of special strengths that the or-
ganization has or does exceptionally well in comparison with competitors.

-

What are our strengths?
'« Manulacluring efficiency? .
= Skiled workforce? 7

» Good market shara?

» Strong financing?

& Syuparior reputation?

What are our opportunities?

« Possible new markets?

« Strong economy?

« Weak market rivals?
« Emerging technologies?
« (Growth of exisling markat?

-
|

1

Internal Assessment

|—.‘ ”nI the Organization —‘L

What are our weaknesses?

I as the external analysis of environmen-

« Ouidated faciities?
+ |nadequale R & DT,

« Obsolete technologies?
« Waak managament?

« Past planning lallures?

Analysls

What are our threats? =

» Mew competiors? .. - i
+ Shorage of resources? T B

« Changing market tasies? Ry
» Mew regulations? « g

* Substitute products?

External Assessment ___T

of the Environment

Figure .3 SWOT analysis of strengths. weazlriesses, opportunities. and

threats.

16

Craatad with

M nitro™ professional

ek Shas fras trisd dolins. o afteoqedf comfprodass onal



They are 'mpnbﬂ.iﬁ:a that by virtue of being rare, costly to imitate, and
nonsubstitutable, become viable sources of competitive advantage.” Core
competencies may be found in special knowledge or expertise, superior

technologies, efficient manufacturing technologies, or unique product dis-

tribution systems, among many other possibilities. But always, and as
with the notion of strategy itself, they must be viewed relative to the com-
petition, Organizations need core competencies that do important things
_ better than the competition and that are very difficult for competitors to
duplicate. Organizational weaknesses, of course, are the other side of the
picture. They must also be identified to gain a realistic perspective on the
{ormulation of strategies. The goal in strategy formulation is to create
strategies that leverage core competencies for competitive advantage by
puilding upon organizational strengths and minimizing the impact of
weaknesses,

ANALYSIS OF INDUSTRY AND ENVIRONMENT

A SWOT analysis is not complete until opportunities and threats in the ex-
ternal environment are also analyzed. They can be found among macroen-
vironment factors such as technology, government, social structures, pop-
ulation demographics, the global economy, and the natural environment.
They can also include developments in the industry environment of re-
source suppliers, competitors, and customers.-As shown in the Figure 9.3,

ities may exist as possible new markets, a strong economy, wealk-
nesses in competitors, and emerging technologies. Weaknesses may be
identified in such things as the emergence of new competitors, resource

scarcities, changing customer tastes, and new government regulations, '

among other possibilities.
Seholar and consultant Michael Porter believes that the critical issue
in respect to the. external envi t is how it impacts competition

within the industry. He offers the five forces model shown in Figure 9.4 as
a way of adding sophistication to a strategic analysis of the environment.*?
His framework for competitive industry analysis directs attention toward
understanding the following forces: '

Figure 9.4 Porter's model of five strategic forces affecting industry
tompetition.

Source: Developed from Michael E. Porter, Competitive Strategy [New York: Free
Press, 1080},

I+

I_'.
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—— 1. Industry competitors— intensity of rivalry among firms in the industry.
Porter's five competitive 2. New entrants—threats of new competitors entering the market..
forces ' . 3. Suppliers—bargaining power of suppliers. '
' 4. Customers—bargaining power of buyers.
5. E.‘a.;b.snlures—threata of substitute products or services.

From Porter's perspective, the foundations for-any successfill strategy
rest with & clear understanding of these competitive environmental forces,
He calls this the "industry structure.” The strategic management challenge
is to position an organization strategically within its industry, taking into
account the implications of forces that malke it more or less attractive, In
general, an unattractive industry is one in which rivalry among competi-,
tors is intense, substantial-threats exist in the form of possible new en-
irants and substitute produéts, and suppliers and buyers are very power-
ful in bargaining over such things as prices and quality. An attractive
industry, by contrast, has less existing competition, few- threats from new
entrants or substitutes, and low bargaining power among suppliers and
buyers. By systematically analyzing industry attractiveness in respect to
the five forces, Porter believes that strategies can be chosen to give the or-
ganization a competitive advantage relative to its rivals.

STRATEGIES USED BY ORGANIZATIONS -

tIlljBﬂ‘li‘lt‘ﬂd!ﬂuﬂﬁ,ﬂ!lﬂnllIHH‘HJQJU"I"II‘I‘J-!#I‘I*!:-#

The strategic management process encompasses the three levels of strat-
egy shown in Figure 9.5. Strategies are formulated and implemented at the
organizational or corporate level, business level, and functional level. All
should be integrated in means-end fashion to accomplish objectives and

create sustainable competitive advantage.

PAES S EPNOXT

Corporate strategy

What businasses are Corporation
: we in? e
1
Business strategy Strategic Strategic Strategic
!-inwduwnmrrpm Busingss - Business , | - Business
in each of our major . © - UnitA * Unit B SRR 1 1| { o ;
businesses? - T -I g

bk :;-;1;*-;*%?‘!‘&;’ L - I I ey 'Ht i *P"‘E-.l "
 Fimctional stra i) .“':-'7-..;'1-;'3";:’.:! : 5 b AT o e ey
ematt Unat B ey (e
i T S SRR e ok AR 2L
business shaloes] 3

Figure 9.5 Three levels of strategy in organizations—corporate, business,
and functional strategies.
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LEVELS OF STRATEGY

The level of corporate strategy directs the organization as a whole toward
sustainable competitive advantage. For a business it describes the scope
of operations by answering the following strategic question: “In what in-
dustries and markets should we compete?” The purpose of corporate
strategy is to set direction and guide resource allocations for the entire en-
terprise. In large, complex organizations, corporate strategy identifies how
the company intends to compete across multiple industries and markets.
At GE, for example, the firm pursues global business interests in aireraft
engines, apphances, capital services, lighting, medical systems, broadcast-
ing, plastics, and power systems, among others. Typical strategic deci-
sions at the corporate level relate to the allocation of resources for acquisi-
tions, new business development, divestitures, and the like across this
business portfolio.

Business strategy is the strategy for a single business unit or product
line. It describes strategic intent to compete within a specific industry or
market. Large conglomerates like General Electric are composed of many
businesses, with many differences among them in product lines and even
industries. The term strategic business unit (SBU) is often used to de-
scribe a single business firm or a component thal operates with a major
business line within a larger enterprizse. The selection of strategy at the
business level involves answering the strategic question: “How are we going
to compete for customers in this industry and market?” Typical business
strategy decisions include choices about product/service mix, facilities lo-
cations, new technologics, and the like. In single-business enterprises,
buginess strategy is the corporate strategy.

Functional strategy guides the use of organizational resources to im-
plement business strategy. This level of strategy focuses on activities
within a specific functional area of operations. Figure 9.5, the standard
business functions of marketing, fmarufacturing, finance, and human re-
sources, illustrates this level of strategy. The strategic question to be an-
swered in selecting functional strategies is: “How can we best utilize re-
gources to implement our business strategy?” Answers to this fuestion
t}rpins_lil}r involve the choice of management practices within each function
that‘ AnpLoYeR ope:mting efficiency, product or service quality, customer
seVICE, OF INnovatveness,

\9

© A corporate strategy
sets long-term direction for
the total enterpnise.

O A business strategy
identifies how a division or
strategic business unit will
compete in its product or
service domain.

© An SBU is a major busi-
ness area that operates with
gome aulonomy.

o A functional strategy
guides activities within one
specific area of operations.
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f you are in London, don't be surprised to find that St. Luke’s isn't a
churech, it's an advertising agency. But it's also a unique one. Every
emplovee is a part owner; a six-member board elected by staff mem-
bers governs the company. Everyone's name is listed on the sta-
tionery—from the creative director to receptionist. The culture is informal,
permeated by creativity. Workspaces are designed with common areas to
. maximize intecactio eand.connestivity. Evervene-fesuses on great service -
to customers. One member of the firm describes working there as like “the
difference between going to grade school and going to the university. At
school the bell goes ‘ding’ and tells you what to do. We have no bell. Like
the university, as long as vou create great stuff, we don't care how you do
it.” You can expect this configuration—small in size and locally focused—
to make St. Luke's quick, nimble, and creative.?

Mow travel to Switzerland and visit the headquarters of Nestlé? The
global food giant has a product mix of beverages, ice cream, prepared
foods, chocolates, pet care, and pharmaceuticals. It sells around the
world—33 percent in the Americas, 32 percent in Europe, 17 percent in
Asia and Africa, and 18 percent elsewhere. A stark contrast to St.-Luke's
in size and global reach, Nestlé might be described as one of the world’s
greatest organization design challenges. CEO Peter Brabeck, a 35-year ca-
reer veteran of the firm, recently reorganized in an attempt to boost profits
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and improve focus in its worldwide operations. In the past the firm was
decentralized into national companie$. The new structure reconfigures
them into three world regions, with the goal of gaining more -cooperation
and greater efficiencics. A corporate IT initiative supports the new struc-
ture, linking employees worldwide in a knowledge management and infor-
mation system. In Nestld’s competitive environment, just as with St
Luke’s, success depends on the ability to continuously achieve integration,
empowerment, and flexibility.

Organizations everywhere are adjusting to best meet new competitive de-
mands. Changing times require flexible and well-integrated organizations
that can deliver high-quality products and services while still innovating for
sustained future performance. Traditional structures are being flattened,
networks are being developed, IT is being utilized, and decision making is
being moved to the points where knowledge exists. The goals are clear: im-

u.p:m.mmvsm!& merg Crﬂgatjvity_.? shorter product development cycles, bet-
ter customer service, and high.er performance Gverall™Yet organizations still
face widely varying problems and opportunities. There is no one best way to
structure and manage them. The key to success is finding the best design to
master the unique situational needs and challenges for each organization.*

ORGANIZATIONAL DESIGN ESSENTIALS

Just as organizations vary in size and type, so too do the variety of problems
and opportunities they face. This is why they use the different types of strue-
tures described in Chapter 10—from the traditional functional, divisional,
and matrix structures, to the team and network structures, and even be-
yond to the boundaryless organization. It is why they change structures to
try to best fit the demands of new circumstances in a dynamic environment.
And it is why we see more and more organizations trying to pperate in ways
that improve problem solving and Aexibility—more sharing of tasks, reduced
emphasis on hierarchy, greater emphasis on lateral eommunication, more
teamwork, and more decentralization of decision maling and empowerment.

WHAT 1S ORGANIZATIONAL DESIGN?

Organizational design is the process of choosing and implementing
structures that best arrange resources to accomplish the organization's
mission and objectives.® Because every organization faces its own set of
unique problems and opportunities, the best design at any moment is the
one that achieves a good match between structure and situation. As
shown in Figure 11.1, this includes taking into consideration the implica-
tions of environment, strategies, people, technology, and size.® The process
of organizational design is thus a problem-solving activity, one that should
be appreached in a contingency fashion that takes all of these factors into
account. There js no universal design that applies in all circumstances.
The goal is to achieve a best fit among structure and the unique situation

laced by each organization.

ORGANIZATIONAL EFFECTIVENESS

L'l'h‘- ultimate goal of organizational design should be to achieve organiza-
onal effectiveness—sustainable high performance in using resources

o accomplish mission and objectives. Theorisis view and analyze organi-

22

0 Organizational design is
the process of creating
structures that accomplish
mission and objectives.

O Organizational effec-
tiveness is sustainable
high performance in accom-
plishing mission and ohjec-
tives.
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Organizational design e
aligns structures
walh siluational
contingencies

Tachnology
Figure 11.1 A framework for orpanizational
design—aligning structures with situational
contingencies.

zational effectiveness from different perspectives.” The systems resource
approach looks at the input side and defines effectiveness in terms of sue-
ceas in acquiring needed resources from the organization’s environment,
The internal process approach looks at the transformation process and ex-
amines how eificiently resources are utilized to produce goods and/or ser-
vices, The goal approach looks at the output side to measure achievement
of key operating objectives. And the strategic constituencies approach looks
to the environment to analyze the impact of the organization on key stake-
holders and their interests. Although they point in different directions,
each of these approaches offers a framework for assessing how well an ac-
tual or proposed design is working.

Organizational effectiveness can also be evaluated according to spe-
cific criteria that set important performance benchmarks over time.® In
the short run, the criteria focus on performance effectiveness in goal ac-
complishment and performance efficiency in resource utilization, as well
as stakcholder satisfactions—including customers, employees, owners,
and society at large. In the medium term two more criteria become impor-
tant: adaptability in the face of changing environments, and development
of people and systems to meet new challenges. And in the long run, the ef-
fectiveness criterion is survival under conditions of uncertainty.

Any organizational design should advance organizational effectiveness.
Although there is no one universal design that applies in all circum-
stances, this does not mean that a given deﬁig'l---une in use or pro-
posed—shouldn't ‘be rigorously evaluated. In fact “quite the opposite ap-
plies. A design i= choice, and that cheice can be for the better or for the
worse. Managers as decision makers need to make good organizational de-
sign choices; they need to make them with the goal of organizational effec-
tiveness always in mind; and they need to make them with the assistance
of an analytical framework that helps them sort through the many design
alternatives that exist. In organization theory, these alternatives are
broadly framed in the distinction between bureaucratic designs at one ex-
treme and adaptive designs at the other.

ORGANIZATIOMNAL DESIGN CHOQICES

2 A bureaweraey empha-
sizes formal authority, or- As first intreduced in the discussion on historical foundations of manage-

der, fairness, and efficiency. ment in Chapter 2, a bureaueraey is a form of organization based on logic,
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order, and the legitimate use of formal authority. Its distinguishing features
include a clear-cut division of labor, strict hierarchy of authority, formal
rules and procedures, and promotion based on competency. According to so-
ciologist Max Weber, hureaucracies were supposed to be orderly, fair, and
highly efficient.'® In short, they were a model form of organization. Yet if you
use the term “bureaucracy” today, it may well bé interpreted with a negative
connotation. If you call someone a "bureaucrat,” it may well be considered
an insult, Instead of operating efficiency, the bureaucracies that we know
are often associated with “red tape”; instead of being or-
derly and fair, they are often seen as cumbersome and im-
personal to the point of insensitivity to customer or client ¢ -
needs. And the bureaucrats? Don't we assume that they -
work only according to rules, diligently following proce- C
dures and avoiding any opportunities to take initiative or

LR ]

HECK 11.1

Reasons for unscheduled absences

demonstrate creativity? _

Research recognizes that there are limits to bureau-
cracy, particularly in their tendencies to become unwieldy
and rigid." Instead of viewing all bureaucratic structures
as inevitably flawed, however, management theory asks the
contingency questions: (1) When is a bureaucratic form a

People can't contribute if they don't come to
work. A survey of absence patterns experianced
by 305 employers by CCH International showed
that absences due to work stress increased 14
percent in a five-year period. Take the online
“Reality Check” to learn more about absence

good choice for an organization? (2) What alternatives exist
when it is not a good choice?

Pioneering research conducted in England during the early 1960s by
Tom Burns and George Stalker helps answer these questions.'? After inves-
tigating 20 manufacturing firms, they concluded that two guite different
urganizational forms could be successful, depending on the nature of a
firm’s external environment. A more bureaucratic form, which Burns and
Stalker called mechanistic, thrived when the environment was stable. But it
experienced difficulty when the environment was rapidly changing and un-
certain, In these dynamic situations, a much less bureaucratic form, called
organic, performed best. Figure 11.2 portrays these two approaches as op-
Posite extremes on a continuum of organizational design alternatives.

Mechanistic Designs
Organizations with more mechanistic designs are highly bureaucratic in

patterns in the workforce.

© A mechanistic design is
centralized with many rules
and procedures, a clear-cut
division of laber, narrow

spans of control, and formal

Nature, As shown in the figure, they typically operate with more central- coordinatiofi.
machanistic dasigns prganic desi
Bureaucratic rgMaptl:-m
Organizations Organizations
B WAL L A R -
e g EALL ! e b e e
'. 'F -l'u'l_l'. ._._:"". At f
;- Al L e
Centralized — Authority = Deceniralized
Many #f———————— Hules and proceduras ————————3 Faw :
e ! C
Marrow f——————  Spans of control —— Widg
i
L
Specialized =~ +——— Tasks —_— Sharad "
I it .

: _ 4 44— Teams and task forces —————— I:];njr

Informal and

Coordination
personal

————

Figure 11.2 A continuum of organizational design alternatives: from
bureaucratic to adaptive organizations.
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ized autherity, many rules and procedures, & precise division of labor, nar-
row spans of control, and formal means of coordination. Mechanistic de-
signs are described as “tight? structures of the traditional vertical or pyra-
mid form.'* For a good example, visit your local fast-food restaurant. A
relatively small operation, each store operates quite like others in the fran-
chise chain and according to rules established by the corporate manage-
ment. You will notice that service personnel work in orderly and disci-
plined ways, guided bY training, rules, and procedures, and close
supervision by crew leaders who work alongside them. Even their appear-
ances are carefully regulated, with everyone working in a standardized
uniform. These restaurants perform well as they repetitively deliver items
that are part of their standard menus. You quickly encounter the limits,
however, if you try to arder something not on the menu. The chains also
encounter difficulty when consumer tastes change or take on regional
preferences that are different from what the corporate menu provides. Ad-
justments to the system take a long time. .
The limits of mechanistic designs and their tight vertical structures
are especially apparent in organizations, that must apetate in dynamic, of
ten uncertain, ‘environ! Tents. It's hard, for example, to find a technology
company, COnsumer products firm, financial services business, or dot.com
retailer that isn't making continual adjustments in operations and organi-
zational design. Things keep changing on them, and organizational effec-
tiveness depends on being able to change with the times. Mechanistic de-
signs find this hard to do.

Organic Designs

Dee Hock, the founder of Visa International, says: "We can't run 21st-cen-
tury society with 17th-century notions of organization.”* Harvard scholar
and consultant Rosabeth Moss Kanter notes that the ability to respond
quickly to shifting environmental challenges often distinguishes successful
organizations from less cuccessful ones. Specifically, Kanter states,

The organizations now emerging as successful will be, aboveé all, flexi-
ble; they will need to be able to bring particular resources together
quickly, on the basis of short-term recognition of new requirements and
c@mﬁ&smm:;dthmm, E The balance betweern -

the necessary : .
static p!m‘ls’-*whl'.d't appears to reduce +he need for effective reaction=—

and structural flexibility needs to shift toward the latter!®
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The trend is toward organic designs, as portrayed in Figure 11.2,
having more decentralized autherity, fewer rules and procedures, less pre-
cise division of labor, wider spans of control, and more personal means of
coordination. These create more adaptive organizations that operate with
horizontal structures and with cultures that encourage worker empower-
ment and teamwork. They are described as relatively loose systems in
which a lot of work gets done through informal structures and networks of
interpersonal contacts.'® Organic designs work well for organizations fac-
ing dynamic environments that demand flexibility in dealing with chang-
ing conditions. They are also increasingly popular in the new workplace,
where the demands of total quality management and competitive advan-
lage place more emphasis on internal teamwork and responsiveness to
Customers.

Above all, adaptive organizations are built upon a foundation of trust
that people will do the right things on their own initiative. They move organi-
*Mtional design in the direction of what some might call self-organization,
Where the focus is on freeing otherwise capable people from unnecessarily
entralized control and restrictions. Moving toward the adaptive form means
Iem'ns workers take over production scheduling and problem solving; it
Teans letting workers set up their own control systems; it means letting
Workers use their ideas to improve customer service. In the ultimately adap-

Organizations, it means that members are given the freedom to do what
they can do best—get the job done. This helps create what has been de-
Scribed in earlier chapters as a learning organization, one designed for con-
litongs adaptation through problem solving, innovation, and learning.!”

CONTINGENCIES [N ORGANIZATIONAL DESIGN

{ s

Good organizational design decisions should result in supportive stre.
tures that satisfy situational demands and advance organizational effee-
tiveness. This is true contingency thinking. Among the contingency factors
in the organizational design checlklist featured in Manager’s Notepad 1].1
are the environment, strategy, technology, size and life cycle, and human
resources,

ENVIRONMENT

The organization’s external environment and the degree of uncertainty
it offers are of undeniable importance in organizational design.'? A& certain
environment is composed of relatively stable and predictable elements. As

© An organic design is de-
centralized with fewer rules
and procedures, open divi-
sions of labor, wide spans of
control, and more personal
coordination,

O An adaptive organiza-
tion operates with a mini-
mum of bureaucratic fea-
tures and encourages
worker empowerment and
teamwork,

O Alearning organization
is designed for continuous
adaptation through problem
solving, innovation, and
learning.

a result, an organization can succeed with relatively few changes in the '

goods or services produced or in the manner of production over time. Bu-
reaucratic organizations and mechanistic designs are quite adequate un-
der such conditions. An uncertain environment will have more dynamic
and less predictable elements. Changes oceur frequently and may catch
decision makers by surprise, As a result, organizations must be flexible
and responsive over relatively short time horizons. This requires more
adaptive organizations and organic designs. Figure 11.3 summarizes these
relationships, showing how increasing uncertainty in organizational envi-
ronments calls for more horizontal and adaptive designs.

aé
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STRATEGY

The nature of organizational strategies and objectives are important design
contingencies. Research on these contingency relationships is often I‘..'I.‘E.CEI:L
to the pionecring work of -Alfred-Shamdler-Jr., who oAl EEd e histories
of DuPont, General Motors,
Chandler’s conclusion that "structure

Sears, and Standard Oil of New Jersey.®
follows strategy” is a key clement of

Horizontal

structures and
adaptive designs
Strotegic fecus: innovation
and flexibility

Environmental Uncartainty

Figure 11.3 Environmental uncertainty and the performance of vertical
and horizontal designs.

organizational design. An organization’s structure must support its strat-
egy if the desired results are to be achieved.*!

When strategy is stability oriented, the choice of organizational design
is based on the premise that little significant change will be occurring in
the external environment. This means that plans can be set and opera-
tions programmed to be routinely implemented. To best support this
strategic approach, the organization should be structured to operate in
well-defined and predictable ways. This is most characteristic of bureau-
cratic organizations that use more mechanistic design alternatives.

When strategy is growth oriented and when strategy is likely to change
frequently, the situation as a whole becomes more complex, fluid, and un-
certain. Operating objectives are likely to include the need for innovation
and flexible responses to changing competition in the environment. Opera-
tions and plans are likely to have short life spans and require frequent
and even continuous modification over time. The most appropriate struc-
ture is one that allows for internal flexibility and freedom to create new
ways of doing things. This is most characteristic of the empowerment
found in adaptive organizations using more organic design alternatives.

TECHNOLOGY

Technelogy is the combination of knowledge, skills, equipment, comput-
ers, and work methods used to transform resource inputs into organiza-
tional outputs. It is the way tasks are accomplished using tools, machines;
techniques, and human know-how. The availability of appropriate technol-
9y is a cornerstone of productivity, and the nature of the core technolo-
gles in use must be considered in organizational design.

In the early 1960s, Joan Woodward conducted a study of technology
and structure in over 100 English manufacturing firms. She classified core
Manufacturing technology into three categories.® In small-batch produc-
Hon, such as a racing bicycle shop, a variety of custom products are tailor-
made to order. Each item or batch of items is made somewhat differently to
ﬁf customer specifications. The equipment used may not be elaborate, but a
high level of worler skill is often needed. In mass production, the organiza-
tion produces a large number of uniform products in an assembly-line sys-

- Workers are highly dependent on one another, as the product passes

a1t -

© Technology includes
equipment, knowledge, and
work methods that trans-
form inputs into outputs,

O Small-bateh production
manufactures a variety of
products crafted to fit cus-
tomer specifications.

O Mass production manu-
factures a large number of
uniform products with an

assembly-line system.
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C In continuous-process
production raw materials
are continuously trans-
formed by an automated
system.

from stage to stage until completion. Equipment may be sophisticated, ang
workers often follow detailed instructions while performing simplified johs,
Organizations using continuous-process preduction are highly autp.
mated. They produce a few products by continuously feeding raw materi.
als—such as liquids, solids, and gases—through a highly automated pro.

duction system with largely computerized controls. Such systems are

FERSONAL MANAGEMEMNT

It is masy lo make decisions when you have perfect infor-
mation. But in the new world of work, you will often face
unstructured problems and have to make decisions with
incomplete information under uncertain conditions. De-
pending on your TOLERANCE FOR AMBIGBUITY, you may
be comfortable or uncomfortable dealing with these new
realiies. It takes personal flexibility and lots of confi-
dence to cope well with unpradictability. Some people
have a hard time dealing with the unfamiliar. They prefer
to wark with directions that minimize ambiguity and pro-
vide clear decision-making rules; they like the structure
of mechanistic organizations with bureaucratic features.
Other people are willing and able to perform in less-
structured setlings that give them lots of flexibility in re-
sponding to changing situations; they like the freedom of
organic organizations designed for adaptation. You must
find a good fit between your personal preferences and
the nature of the organizations in which you choose to
work. To achieve this fit, you have to both know yourself
and be able lo read organizational cultures and struc-
tures. And whatever your tolerance for ambiguity may be,
the bast time to explore these issues of person-organiza-
tion fit is now, before you take you - first or next job.

:" " e L 2 .':'- -y i b s k
‘Complete Self-Assessments #16 —Turbulence Tolerance Test,
and #1 ?-ﬂrganhutlonal Dﬂign Fmﬁmwh fmm tha Manage-

rnnnt Laamng H'Mbmk : I

equipment intensive, but can often be operated
by a relatively small labor force. Classic exam-
ples are automated chemical plants, steel mills,
oil refineries, and power plants.

Woodward found that the right combina-
tion of structure and technology was critical o
organizational success. The best small-batch
and continuous-process plants in her study
had more fexible organic structures; the best
mass-production operations had more rigid
mechanistic struectures. The implications of
this research have become known as the
technological imperative: technology is a major
influence on organizational structure.

The importance of technology for organiza-
tional design applies in services as well as
manufacturing, although the core service tech-
nologies are slightly different.®® In health care,
education, and related services, an intensive
technology focuses the efforts of many people
with special expertise on the needs of patients
or clients. In banks, real estate firms, insur-
ance companies, employment agencies, and
others like them, a mediating technology
links together parties seeking a mutually ben-
eficial exchange of values—typically a buyer
and seller. Finally, a long-linked technology
can function like mass production, where a
client is passed from point to point for various
aspects of service delivery.

SIZE AND LIFE CYCLE

Typically measured by number o gmplovess, or-
ganizational size is another conudngency factor
in organizational design.?® Although research in-
dicates that larger organizations tend to have
more mechanistic structures than smaller ones,
it is also clear that this is not always best for
them.? In fact, a perplexing managerial concern
is that organizations tend to become more bu-
reaucratic as they grow in size and consequently

have more difficulty adapting to changing environments. It is especially im-
portant to understand the design implications of the organizational life cy-
cle, or the evolution of an organization over time through different stages of
growth. The stages in the organizational life cycle can be described as:

—_—

Stages in the organizational 1.

life cycle

Rirth stage—when the organization is founded by an entrepreneur.
2. Youth stage—when the organization starts to grow rapidly.
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. 3. Midlife stage—when the organization has grown large with success.
4, Maturity stage—when the organization stabilizes at a large size. ™

In its birth stage the founder usually runs the organization. It stays rel-
atively small, and the structure is quite simple. The organization starts to
grow rapidly during the youth stage, and management responsibilities ex-
tend among more people. Here, the simple structure begins to exhibit the
stresses of change. An organization in the midlife stage is even larger, with a
more complex and increasingly formal structure, More levels appear in the
chain of command, and the founder may have difficulty remaining in con-
trol. In the maturity stage, the organization stabilizes in size, typically with a
mechanistic structure. It rins the risk of becoming complacent and slow in
competitive markets. Bureaucratic tendencies toward stability may lead an
organization at thiz stage toward decline. Steps must be taken to counteract
these tendencies and provide for needed creativity and innovation.

One way of coping with the disadvantages of bigness is downsizing,
that is, taking actions to reduce the scope of operations and number of
employees. This response is often used when top management is chal-
lenged to reduce costs quickly and increase productivity.?® But, perhaps
more significantly, good managers in many organizations find unique ways
to overcome the disadvantages of large size before the crisis of downsizing
hits. They are creative in fostering intrapreneurship, described in Chap-
ter 6 as the pursuit of entreprencurial behavior by individuals and sub-
units within large organizations.® They also find ways for smaller entre-
preneurial units to operate with freedom and autonomy within the larger
orpanizational framework. Simultaneous systems, for example, are orga-
nizations that utilize both mechanistic and organic designs to meet the
need for production efficiency and continued innovation. This “loose-tight”
concept in organizational design is depicted in Figure 11.4.

HUMAN RESOURCES

Another contingency factor in organizational design is people—the human
respurces that staff the organization for action. A good organizational de-
sign provides people with the supporting structures they need to achieve

both high performance and satisfaction in their work. Modern manage-
ment theory views people-structure relationships in a contingency fash-

ion. The prevailing argument is that there should be a good “fit” between
organizational structures and the human resources.®

An important human resource issue in organizational design is skill,
Any design should allow the expertise and talents of organizational mem-
bers to be unlocked and utilized to the fullest. Especially in the age of in-
formation and knowledge workers, high-involvement organic designs with
their emphasis on empowerment are crucial. When IBM purchased the
software firm Lotus, for example, the intention was to turn it into a build-
ing block for the firm's networking business. But Lotus was small, and
IBM was huge. The whole thing had to be carefully handled or IBM might
lose many of the talented people who created the popular LotusNotes and
related products. The solution wag to adapt the dezign to fit the people.
IBM gave Lotus the space it needed to retain the characteristics of a cre-
ative software house, Said the firm's head of software at the time: “You
have to keep the people, so vou have to ask voursell why it is they like
working there."*?

i

L

suppaort efficiency and innovation.

29

Figure 11.4 Simultaneous “loose-tight” properties of te

< Intensive technology fo-
cuses the efforts and talents
of many people to serve
clients.

O Mediating technology
links together people in a

beneficial exchange of val-
Les.

O In leng-linked technol-
ogy a client moves from
point to point during service
delivery.

© In the organizational life
cycle an organization passes
through different stages
from birth to maturity.

O Intrapreneurship is en-
treprencurial behavior by
individuals and subunits
within large organizations.

0 In simultaneous sys-
tems mechanistic and or-

ganic designs operate to-
gether in an organization,

i
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O The social contract
reflects expectations in the

employee—cmployer
relationship.

oday, perhaps more than ever before, the pressures of global
competition and social change are influencing not just the or-

ganizations

ment ‘teelf. In his book The Future of Success,

in which we work but the very nature of employ-

Fobert Reich

calls this “the a= of the terrific deal.™ He also describes a shift awa &
from a system in which people work loyally as traditional “employees”
for “employers” who provide them career-long job and employment
security.? In the emerging system we become sellers of our services

[talents) to those buyers {employers) who are willing to pay for them.

Those who do “buy” are looking for the very best peaple,
the demands of high-performance organiza-

ties and motivations match

whose capabili-

tions. Reich is talking about changes to the social contraet, or expecta-

proj

tions of the employee—employer relationship. As today's organizations
reconfigure around networls, teams,

ects, flexibility, speed, and

efficiency, the social contract is changing. For.the individual, this
means an emphasis on skills, responsibility, continuous learning, and
mobility. For the organization, it means providing development opportu-
nities, challenging work assignments, the best in resource support, and

incentive compensation.®
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All of this, of course, affects your future career. “Create o brand called
Fou,” “Build a portfolic of skills,” “Protect your mobility,” “Take charge of
your destiny,” “Add value to your arganization” advise the career purus.®
The advice is on target, but the really tough question is: “Are you ready?”
Test yourself by asking and answering these career readiness questions:
Who am I? What do 1 want? What have I done? What do I know? What can
1 do? Why should someone hire me?

KE THE DIFFERENCE

EEEN lIIIHIIIIll-lll-IIHIIIIII-IIIHIIIIIIIII
People have to be a top priority in any organization with high-

performance aspirations. Testimonials like these say it all: “People are

our most important asset”; “It's people who make the difference”; “It's

the people who determine whether our company thrives or languishes.”

Found on websites, in annual reports, and in executive speeches,

they communicate respect for people and the talents they bring to

organizations.

VALUING HUMAN CAPITAL

A strong foundation of human eapital—the economic value of people with © Human capital is the
job-relevant abilities, knowledge, experience, ideas, energies, and commit- economic value of people
ments—is essential to any organization’s long-term performance success. Wwith job-relevant abilities,
Consider the strategic leadership implications of these comments made by knowledge, ideas, energies,
Jeffrey Pfeffer in his book The Human Eqiwation: Building Profits by Putting and commitments,

People First.®

The key to managing people in ways that lead to profit, productivity,
innovation, and real erganizational learning ultimately lies in how
you think about your organization and its people. . . . When you
look at your people, do you see costs to be reduced? . . . Or, when
you look at your people do you see intelligent, meotivated, trustwor-
thy individuals—the most critical and valuable strategic assets your
organization can have?

In an Academy of Management Executive article en-
titled "Putting People First for Organizational Success,”
Jeffrey Pfeffer and John F. Veiga state: “There is a sub- £ H )
stantial and rapidly expanding body of evidence . . . ""CHECK 12.1
that speaks to the strong connection between how "
firms manage their people and the economic results iﬁﬁxthMMﬁrﬁmnd&rgm-
achieved.”” They forcefully argue that organizations s and dmduata students Shows men expect-
perform better when they treat their members bettel. g aimost $7,000 per year more in salary than
The management practices associated with successful | ooo0 Take Eha online "Reality Check" to learn

n_rgamzatluns are employment seclunt].r. dec‘?n"a‘]?ﬂ' more about gender differences in work expecta-
tion, use of teams, good compensation, extensive train- ons,

ing, and information sharing.® James Baron and David

Kreps also highlight the primacy of people in their book

Strategic Human Resources: Frameworks for General Managers.® Stating
that *human resources are key to organizational success or failure,”
they summarize empirical research showing a relationship between pos-
itive human resource policies and higher organizational performance.
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THE DIVERSITY ADVANTAGE

The best employers and the best managers know that to succeed in to.
day’s challenging times they must place a primacy on people. 1@
means valuing diversity and being fully inclusive of all people with the tal.
ent and desire to do good worle. Job-relevant talent is not restricted he.
cause of anyone’s race, gender, religion, marital or parental status, sexug)
orientation, ethnicity, or other diversity characteristics, And anytime thegs
characteristics interfere with finding, hiring, and utilizing the best employ.
ees, the loss will be someone else’s gain,

Respect for people in all of their diversity is a major theme in the bogk
Proversity: Getting Past Face Value and Finding the Soul of People, by ay.
thor and consultant Lawrence Otis Graham.!! He suggests that managers
committed to building high-performance work environments should take 4
simple test. The question is: Which of the following qualities would yoy
look for in anyone who works for you—work ethic, ambition and energy,
knowledge, creativity, motivation, sincerity, outlook, collegiality and col-
laborativeness, curiosity, judgment and maturity, and integrity? In an-
swering, you most likely selected all of these qualities, or at least you
should have. The next test question is: *Where can you find people with
these workplace qualities? The correct answer is “everywhere."1?

Diversity consultant and author R. Roosevelt Thomas puts the chal-

_lenge this way: “Managers must find ways to get the highest level of contri-
bution from their workers. And they will not be able to do that unless they
are aware of the many ways that their understanding of diversity relates to
how well, or how poorly, people contribute.” Thomas goes further to identify
what he calls the diversity rationale that must drive organizations today:

To thrive in an increasingly unfriendly marketplace, companies must
make it a priority to create the kind of environment that will attract the
best new talent and will make it possible for employees to make their
fullest contributions.!? ’

HUMAN RESOURC'®MANAGEMENT

T3 Aawm IR S ang TR

A marketing manager at Ideo, a Palo Alto-based industrial design firm,
once said: “If you hire the right people . . . if you've got the right fit .. .
then everything will take care of itself.”" It really isn't quite that simple,
but one fact of management remains very clear: If an organization doesn’t
have the right people available to do the required work, it has very little
chanece of long-term success, : '

© Human resource man- HUMAN RESOURCE MANAGEMENT PROCESS

agement js the process of

attracting, developing, and The process of human resource management, or HRM, involves attract-
maintaining a high-quality ing, developing, and maintaining a talented and energetic workforce. The
worlkforce. : basic goal of human resource management is to build organizational per-

Craatad with

33 M nitro™" professional

ek Shas fras trisd dolins. o afteoqedf comfprodass onal



formance capacity by raising human capital, to ensure that highly capable
and enthusiastic people are always available. The three major responsibili-

ties of human resource management are:

1. Attracting a quality workforce —involves human resource planning, -—

employee recruitment and selection.

The human resource man-

2. Developing a guality workforce—involves employee orientation, agement process
training and development, and performance appraisal.

3. Maintaining a quality workforce—involves career development,
work-life balance, compensation and benefits, retention and turnover,

and labor-management relations.

The area of human resource management
provides many career opportunities. HREM de-
partments are common in most organizations.
HRM specialists are increasingly important in
an environment complicated by legal issues, la-
bor shortages, cconomic turmeil, changing cor-
porate strategies, changing personal values,
new expectations, and more. As outsourcing of
professional services becomes more popular, a

- growing number of firms provide specialized
HRM services such as recruiting, compensa-
tion, outplacement, and the like. The Socicty
for Human Resource Management, or SHRM, 15
a professional organization dedicated to keep-
ing its membership up to date in all aspects of
HEM and its complex legal environment.

STRATEGIC HUMAN RESOURCE
MANAGEMENT

All organizations at all times need to have
the right people available to do the work re-
quired to achieve and sustain competitive
advantage. Today, this challenge is increas-
ingly addressed by making the human re-
sources function an integral component of
strategic management. Strategic human re-
source management mobilizes human capi-
tal through the HRM process to best im-
plement organizational strategies.'” One
indicator that the HRM process ia truly
strategic to the organization is when the
HRM function is headed by a senior execu-
tive reporting directly to the chief executive
officer. When Robert Nardelli took over as
new CEO of Home Depot, for example, the
first person he hired into the senior executive
suite was Denis Donovan, who became the

PERSOMAL MAMNAGEMEMNT

PROFESSIONALISMI What does this term mean? If you are
in human resource management, the code of ethics of
the Society for Human Resource Management offers a
framework for consideration.” SHRM defines “Profes-
sional Responsibility” as:
» adding value to your organization
contributing to its ethical success
- serving as a leadership role model for athical conduct
. accepting personal responsibility for ona's decisions
and aclions
. promoting fairmess and justice in the workplace
«  being truthful in communications
. protecting the rights of individuals
- striving to meet high standards of competence
- strengthening one's competencies continually

Although for human resource professionals, these
guidelines are a good starting point for anyone who
wants to meet high standards of professionalism at
work, What about you? How well do you score? Would
you add anything to make this list more meaningful to

your career?

firm’'s executive vice president for human resources. Donovan Says:
“CEOs and boards of directors are learning that human resources can

be one of your biggest game-changers in

terms of competitive advan- 'O Strategie human re-

tage.”'® The strategic importance of HRM has been further accentuated source management maobi-

by the spate of corporate ethics scandals.

“It was a failure of people and  lizes human capital to im-

that isn't lost on those in the executive suite,” says Susan Meisinger, plement organizational
president of the Society for Human Resource Development.'” strategies.
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LAWS AGAINST EMPLOYMENT DISCRIMINATION

¢ Discrimination occurs Discrimination in employment occurs when someone is denied a job or
when someone is denied a a job assignment for reasons that are not job relevant. A sample of ma-
job or job assignment for jor U.S. laws prohibiting job discrimination is provided in Figure 12.1.
reasons not job relevant. An impertant cornerstone of this legal protection is Title VII of the Civil
Rights Act of 1964, as amended by the Equal Employment Opportunity
Aet of 1972 and the Civil Rights Act (EEOA) of 1991. These acts provide

O Equal employment op- for equal employment opportunity (EEO)—the right to employment

portunity is the right to without regard to race, color, national origin, religion, gender, age, or
employment and advance- physical and mental ability. The intent is to ensure all citizens the right
ment without regard to to gain and keep employment based only on their ability to do the job
race, sex, religion, color, or  and their performance once on the job, EEO is federally enforced by the
national origin. Equal Employment Opportunity Commission (EEQC), which has the

power to file civil lawsuits against organizations that do not provide
timely resolution of any discrimination charges lodged against them.
These laws penerally apply to all public and private organizations em-
ploying 15 or more people, '
© Affirmative action iz an Under Title VII, organizations are expected to show affirmative ac-
effort to give preference in tion in sctting goals and having plans to ensure equal employment op-
employment to women and  portunity for members of protected groups, those historically underrep-
minority group members. resented in the workforee. The purpose of affirmative action plans is to
ensure that women and minorities are represented in the workforce in
proportion to their labor market availability.'® The pros and cons of af-
firmative action are debated at both the federal and state levels. Criti-
cizms tend to focus on the use of group membership (e.g., female or mi-
nority status) as a criterion in employment decisions.® The issues
raised include claims of reverse discrimination by members of majority

Tilla VIl of the Givil Rights Actof 1954 (as amended) -~ Prahibits discrimination in'employment -
' - S o b basedion race, colar, religion, sex, or
Age Discrimination in Employmaent Act of 1967 Prohibits discrimination against

parsons over 40, restricts mandatory
refirement.

Figure 12.1 A sample of U.5. laws against employment discrimination.
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populations, White males, for example, may claim that preferential
treatment given to minorities in a particular situation interferes with
their individual rights.

As a general rule EEO legal protections do not restrict an employer’s
right to establish bona fide occupational qualifications. These are cri-
teria for employment that can be clearly justified as being related to a
person's capacity to perform a job. The use of bona fide oocupational
qualifications based on race and color is not allowed under any circum-
stances; those based on sex, religion, and age are very difficult to
support.?’ Legal protection against employment discrimination is
extensive. Listed below are four examples and brief summaries of their
supporting laws.

. Disabilities: The Americans with Disabilities Act of 1990 prevents dis-
crimifiation against people with ¢ sabilities. The law forces employers to
focus on abilities and what a person can do.

. Age: The Age Discrimination in Employment Act of 1967 as amended in
1978 and 1986 protects workers against mandatory retirement ages.
Age discrimination occurs when a qualified individual is adversely
affected by a job action that replaces him or her with a younger
worker.

+ Pregnancy: The Pregnancy Discrimination Act of 1978 protects female
workers from discrimination because of pregnancy. A pregnant em-
ployee is protected against termination or adverse job action because of
the pregnancy, and is entitled to reasonable time off work.

« Family matters: The Family and Medical Leave Act of 1993 protects
workers who take unpaid leaves for family matters from losing
their jobs or employment status. Workers are allowed up to 12 weeks’
leave for childbirth, adoption, personal illness, or illness of a family
member.

CURRENT LEGAL ISSUES IN HUMAN RESOURCE
MANAGEMENT

All aspects of human resource management must be accomplished within
the legal framework. Failure te do so is not only unjustified in & free soci-
ety, it can also be a very expensive mistake resulting in fines and penal-
ties. As a reminder, Manager’s Notepad 12.1 identifies questions that are
considered illegal—or at least inappropriate—for an interviewer to ask
during a job interview.* Of course, the American legal and regulatory en-
vironment is constantly changing. A committed manager or human re-
source professional should always stay informed on the following and
other issues of legal and ethical consequence.”

Sexual harassment occurs when a person experiences conduct or lan-
Buage of a sexual nature that affects their employment situation. Accord-
ing to the EEOC, sexual harassment iz behavior that creates a hostile
work environment, interferes with their ability to do a job, or interferes
with their promotion potential. Organizations should have clear sexual ha-
rassment policies in place along with fair and equitable procedures for im-
Plementing them.

The Equal Pay Act of 1963 provides that men and women in the
same organization should be paid equally for doing equal work in terms
of required skills, responsibilities, and working conditions. But a linger-
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© Bona fide occupational
qualifications are employ-
ment criterians justified by
capacity to perform a job.

g ; — .
U.S. laws prutm'ng against

job discrimination

O Sexual harassment is
behavior of a sexual nature
that affects a person’s
employment situation.
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o Comparable worth holds ing issue involving gender disparities in pay involves comparable

that persons performing worth, the notion that persons performing jobs of similar importance
jobg of similar importance should be paid at comparable levels. Why should a long-distance
should be paid at compara-  truck driver, for example, be paid more than an elementary teacher in a
ble levels. public school? Does it make any difference that the former is a tradi-

tionally male occupation and the latter a traditionally female occupa-
tion? Advocates of comparable worth argue that such historical dis-
parities are due to gender bias. They would like to have the issue legally

resolved.
The legal status and employee entitlements of part-time workers and
¢ Independent contrae- independent contractors are also being debated. In today's era of

tors are hired on temporary  downsizing, outsourcing, and projects, more and more persons are hired
contracts and are not part as temporary workers who work under contract to an organization and
of the organization’s perma- do not become part of its permanent workforce. They work only “as
nent workforce. needed.” But, a problem occurs when they are engaged regularly by the
same organization and become what many now call permatemps. Even
though regularly employed they work without benefits such as health
insurance and pension eligibilities. A number of legal cases are now be-
fore the courts seeking to make such independent contractors eligible

for benefits.

o Workplace privacy is the Worlkplace privacy is the right of individuals to privacy on the job.*
right to privacy while at It is quite acceptable for employers to monitor the work performance
work. and behavior of their employees. But employer practices can become

invasive and cross legal and ethical lines, especially with the capabilities
of information technology. Computers can easily monitor e-mails

Internet searches to track personal and unauthorized usage; they can
identify who is called by telephone and how long conversations lash
they can document work performance moment to moment; and they cab
easily do more. All of this information, furthermore, can be stored o
vast databases that make it available to others, even without th¢

individual's permission. The legal status of such IT surveillance is being
debated. Until things are cleared up, one consultant recommends
the best approach for everyone is: “Assume you have no privacy at
work."?®
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ATTRACTING A QUALITY WORKFORCE

R BETSErEY PR P A CcEITN Eg SKEERELS BT d R SRR

The first responsibility of human resource management is to attract to-

the organization a high-quality workforce. An advertisement once run by
the Motorola Corporation clearly identifies the goal of this aspect of
HRM: “Productivity is learning how to hire the person who is right for
the job.” To attract the right people to its workforce, an organization
must first know exactly what it is looking for—it must have a clear un-
derstanding of the jobs to be done and the talents required to do them
well. Then it must have the systems in place to excel at employee re-
cruitment and selection.

HUMAN RESOURCE PLANNING

Human resource planning is the process of analyzing an organization's
human resource needs and determining how to best fill them. Effective
and strategic human resource planning ensures that the best people are
always in place when needed by the organization. The major elements in
this process are shown in Figure 12. 2.

Strategic human resource planning begins with a review of organiza-
tional mission, objectives, and strategies. This establishes a frame of refer-
ence for forecasting human resource needs and-labor supplies. Ultimately,
the planning process should help managers identify staffing requirements,
assess the existing workforce, and determine what additions and/or re-
placements are required to meet future needs. GE Medical Systems uses a
multigenerational staffing plan. For every new product plan there is a hu-
man resource plan associated with it—one that covers all generations of
the product’s anticipated life.”®

The foundations for human resource planning are set by job
analysis—the orderly study of job facts to determine just what 1s done,
when, where, how, why, and by whom in existing or potential new jobs. "
The job analysis provides useful information that can then be used to
write and/or update job descriptions. These are written statements of job
duties and responsibilities. The information in a job analysis can also be
uged to create job specifications. These are lists of the qualifications—
such as education, prior experience, and skill requirements—needed by
any person hired for or placed in a given job.

i step 1i Review
o erganization missic

. Step 2: ﬁwlaw ;
; I1_umun rasource objectives

—

I G Make comparison o
el . O &)
LA R S LT, T TSR CMETER M SR I e e
- Step 5: Dovelop and Implemant
How many people ”human resolirce pians fo match, |0}
and with what - pecpie dnd job bpenings
qualifications? * Recruiting & selectigy
o Training & oevelonme nt
1/ Compensation & bengfits . .-
b shabor-manapenient relatiane:

Legal enviranmaent and governmant regulalions

Figure 12.2 Steps in strategic human resource planning.
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© Human resource plan-
ning analyzes staffing g

needs and identifies actions
to fill those needs.

& Job analysis studies ex-
actly what is done in a job,
and why.

O A job description details
the duties and responsibili-
ties of a job holder.

O A job specification lists
the gqualifications required
of a job holder.

andswmeges |

p Step 4: Forecast human

L many :
will be requirad, whan,
and of what typas?
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THE RECRUITING PROCESS

& Recrnitment is a setof  Recruitment is a set of activities designed to attract a qualified pool of
activities designed to attract job applicants to an organization. Emphasis on the word “qualified” is
a qualified pool of job appli- important. Effective recruiting should bring employment opportunities
to the attention of people whose abilities and skills meet job specifica-
tions. The three steps in a typical recruitment process are (1) advertise-
ment of a job vacancy, (2) preliminary contact with potential job candi-
dates, and (3) initial screening to create a pool of qualified applicants. In
collegiate recruiting, for example, advertising is done by the firm
posting short job descriptions in print or online through campus
placement centers. Preliminary contact involves a short 20- to 30-
minute interview, during which the candidate presents a résumé and
briefly explains his or her job qualifications. Successful candidates at
this stage are usually invited for further interviews during a formal visit

‘to the organization.

cants.

External and Internal Recruitment

The collegiate recruiting example is one of external recruitment in which
job candidates are sought from outside the hiring organization. Websites
like Hotlobs.com and Monster.com, newspapers, employment agencies,
colleges, technical training centers, persomal contacts, walk-ins, emplayee
referrals, and even persons in competing organizations are all sources
of external recruits. Labor markets and recruiting are increasingly global
in the new economy. When Nokia, the Finnish mobile-phone maker;
needed high-tech talent, it posted all job openings on a website and re-
ceived thousands of résumés from all over the world. The head of Nokia's
recruiting strategy said: "There are no geographical boundaries any-

more."2*

Internal recruitment seeks applicantz from inside the organization.
Maost organizations have a procedure for announcing vacancies through
newsletters, electronic bulletin boards, and the like. They also rely on
managers to recommend subordinates as candidates for advancement. In-
ternal recruitment creates opportunities for long-term career paths. Con-
sider the story of Robert Goizueta. As CEO of Coca-Cola when he died,
Goizueta owned over $1 billion of the company's stock. He made his way
to the top over a 43-year career in the firm, an example of how loyalty and
hard work can pay off.*®

Both recruitment strategies offer potential advantages and disadvan-

tages. External recruiting brings in outsiders with fresh perspectives. It
also provides access to specialized expertise or ‘work experience not other-
wise available from insiders. Internal recruitment is usually less expen-
sive. It also deals with persons whose performance records are well es ab-
lished. A hi tory of serious internal recruitment also builds cmpl' s'
loyalty and motivation, showing that one can advance by working ard
and doing well when given responsibility.
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Realistic Job Previews

In what may be called traditional recruitment, the emphasis is on selling -

the organization to job applicants. The emphasis is on the most positive

features of the job and organization. Bias may even occur as the best fea-

tures are exaggerated while negative features are avoided or even con-
cealed. This form of recruitment may create unrealistic expectations that
cause costly turnover when new hires become disillusioned and quit. The
individual suffers a career disruption; the employer suffers lost productiv-
ity and the added costs of recruiting again.

The alternative is to provide realistic job previews that give the can-
didate all pertinent information about the job and organization without
diztortion and before the job is accepted.” Instead of “selling” only positive
features, this approach tries to be open and balanced in describing the job
and organization. Both favorable and unfavorable aspects are covered. The
interviewer in a realistic job preview might use phrases such as: "Of
course, there are some downsides. . . ." “Things don’t always go the way
we hope. . . ."” “Something that you will want to be prepared for is. . . .
“We have found that some new hires had difficulty with, . . .” This type of
conversation helps the eandidate establish “realistic” job expectations and
better prepare for the inevitable “ups and downs” of & new job. Higher lev-
els of early job satisfaction and less inclination to leave prematurely are

among the expected benefits.

HOW TO MAKE SELECTION DECISIONS

The process of selection involves choosing from a pool of applicants the
person or persons who offer the greatest performance potential. Steps in
a typical selection process are shown in Figure 12.3. They are (1) com-
pletion of a formal application form, (2) interviewing, (3) testing, (4) ref-
erence checks, (5) physical examination, and (6) final analysis and deci-
sion to hire or reject. The best employers exercise extreme care in
making selection decisions, seeking the best fit between individual and

Organization.
Selection Pr-_ul:un
1, Formal appulca;lm
2. Intsndew or site visit
3. Tasting
4, Roforonce chacks

5. Physical axam

6. Analysis and decision

© Realistic job previews
provide job candidates with
all pertinent information
ahout a jobh and
organization.

o Belection is choosing
who to hire from a pool of
qualified job applicants,

Figure 12.3 Steps in the selection process: the case of a rejected job

applicant.
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Application Forms

The application form declares the individual as a formal candidate for a
job. It documents the applicant’s personal history and qualifications.
The personal résumé is often included with the job application. This
important document should accurately summarize an applicant's
special qualifications. As a job applicant, you should exercise great
care in preparing your résume for job searches. See the Student
Portfolio section in the end-of-text Management Learning Workbook
for advice. As a recruiter, you should also learn how to screen applica-
tions and résumés for insights that can help you make good selection

decisions.

Interviews

Interviews are times in the selection process when both the job applicant
and potential employer can learn a lot about one another. However, they
can be difficult for both parties. Sometimes interviewers asgk the wrong
things, sometimes they talk too much, sometimes the wrong people do the
interviewing, sometimes their personal biases prevent an applicant's capa-
bilities from being fully considered. Interviewees fail, too. They may be un-
prepared; they may be poor communicators; they may lack interperso

ckills. An increasingly common and challenging interview setting for job
applicants is highlighted in Manager's Notepad 12.2—the telephone intet-

View.

Employment Tests

Testing is often used in the screening of job applicants. Some of the com”
mon employment tests are designed to identify intelligence, aptitudes, per”
sonality, and interests. Whenever tests are used, the goal should be t@
gather information that will help predict the applicant’s eventual perfor-
mance success. Like any selection device, tests should meet the criteria
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reliability and walidity. Reliability means that the device is consistent in
measurement; it returns the same results time after time. Validity means
that there is a demonstrable relationship between a person’s score or rat-

ing on a selection device and his or her eventual job performance. In sim-.

ple terms, validity means that a good test score really does predict good
performance.

New developments in testing extend the process into actual demon-
strations of job-relevant skills and personal characteristics. An assesas-
ment center evaluates a person’s potential by observing his or her per-
formance in experiential activities designed to simulate daily work. A
related approach is work sampling, which asks applicants to work on
actual job tasks while being graded by observers on their pe_rfurmanlct.
When Mercedes opened its new plant in Alabama, it set up job-specific
exercises to determine who had the best of the required skills and
attitudes.”) One was a tire-changing test, with color-coded bolts and
a set of instructions. As Charlene Paige took the test, she went slowly
and carefully followed directions; two men with her changed the tires
really fast. Charlene got the job and soon worked into a team leader

position.??

Reference and Background Checks

Reference checks are inquiries to previous employers, academic advisors,
coworkers, and/or acquaintances regarding the qualifications, exp::ﬁ-
ence, and past work records of a job applicant. Although they may be bi-
ased if friends are prearranged “to say the right things if called,” refer-
¢nce checks are important. The Society for Human Resources
Management estimates that 25 percent of job applications and résumés
contain errors.® Reference checks can better inform the potential em-

ployer. They can also help add credibility to the candidate if they back up
what is said in an application,

Physical Examinations

Many organizations ask job applicants to take a physical examination.
This health check helps ensure that the person is physically capable of
fulfilling job requirements. It may also be used as a basis for enrolling the
applicant in health-related fringe benefits such as life, health, and disahbil-
ity insurance programs. A controversial development is drug testing, used
for pre-employment health screening and even as a basis for continued
employment at some organizations.

Final Decisions to Hire or Reject

The best selection decisions are most likely to be those involving exten-
sive consultation among an applicant, future manager, or team leader
and coworkers, as well as the human resource staff. Importantly, the
emphasis in selection should be comprehensive and should focus on the
person's capacity to perform well. Just as a “good fit” can produce long-
term advantage, a “bad fit" can be the source of many long-term
problems.

42

O Reliability means a se-
lection device gives consis-
tent results over repeated
measures.

© Validity means scores on
a selection device have
demonstrated links with
future job performance.

O An assessment center
examines how job candi-
dates handle simulated
work situations.

¢ In work sampling appli-
cants are evaluated while
performing actual work
tasks.
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or managers in organizations of all types and sizes a critical
pathway toward performance improvement is better mobilizing -
and unlocking the great potential of human talent.? The ideal
situation is a loyal and talented workforce that is committed to -
organizational goals and highly motivated to work hard in their behall.
But saying this is one thing; achieving it is quite another. Even in the
best of circumstances the management of human resources is a chal-
lenging task. In order for human capital to have an impact on organiza- . -
tional performance, it must be supported, nurtured, and allowed 0
work to its best advantage. All too often it is not, observe scholars Jef-
frey Pfeffer and Charles O'Reilly. They believe that too many crganizﬂ‘-j
tions underperform because they operate with great untapped “hidden .
value” in human resources; they fail to take full advantage of the talent.
they already have available.® They criticize organizations "with smart;
motivated, hard-working, decent people who nevertheless don't perform !
very well because the company doesn’t let them shine and doesn't rﬂﬂlﬁ"
capitalize on their talent and motivation.” O'Reilly and Pfeffer also praisé

true high-performance organizations as ones-able to “produce extraordi-

nary results from almost everybody.”
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What do you think about when you see or hear the word “work"? Is it a
aturn-on” or a “turn-off*? When Dolly Parton sang “Working 9 to 5; what
a way to make a living,” she reminded us of an unfortunate reality—
that work is not a positive experience for everyone. But isn't this a
shame? Some years ago, Karen Nussbaum founded an organization
called “9 to 5" and devoted to improving women’s salaries and promo-
tion’ opportunities in the workplace.® She started the business after
leaving her job as a secretary at Harvard University. Describing what
she calls “the incident that put her over the edge,” Mussbaum says,
“One day . . - [ was sitting at my desk at lunchtime, when most of the
professors were out. A student walked into the office and looked. me
dead in the eye and said, ‘Isn't anyone here?’,”* Nussbaum founded 9 to
5 to support her personal commitment to “remake the system so that it
does not produce these individuals.”

Although expressed in different ways and through different media, '

Parton and Nussbaum direct our attention toward an unfortunate fact
of life in the modern workplace—some people, too many people, work
under conditions that fail to provide them with respect and satisfaction,
A central premise of Management 8/e is that it doesn’t have to be this
way. People at work can both achieve high performance and experience
job satisfaction. When managers value people and create jobs and high-
quality work environments that respect people’s needs and potential,

everyone gains.

ORGANIZATIONAL BEHAVIOR

The present and following chapters on individuals, groups, and interper-
sonal dynamics will draw upon concepts and insights from organiza-
tional behavior, the study of individuals and groups in organizations.
Called “OB” for short, it is an applied scientific discipline that seeks bath
to explain human behavior in organizations and to make practical sug-
gestions for influencing it. Research in OB addresses such outcome or de-
pendent variables as individual and team performance, job satisfaction,
group morale, absenteelsm, turnover, organizational citizenship, organi-
zational commitment, and other matters of individual, organizational, and
social consequence. The foundations of OB as a scientific discipline are
as follows:3

1. Aninterdisciplinary body of knowledge— QOB draws insights from the
gocial sciences and related areas.

2. Use of scientific methods—The knowledge base of OB is created by sci-
entific methods using rigorous concepts and disciplined analysis.

3. Focus on practical applications—OB strives to make a pozitive difference
by improving the performance of organizations and their members,

4, Contingency thinking—OB respects individual differences, seeking the
best fits between management practices and situational complexitics.

4y

© Organizational behavior
is the study of individuals
and groups in organiza-
tions.

P
Major foundations of
organizational behavior
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o A psychological con-
tract is the set of individual
expectations about the em-
ployment relationship.

One of the important contingency issues in OB is the notion of
person-job fit, finding & good match of individual interests and capabili-
ties with job characteristics. For example, Rich De Vault, a manager at
Stryker Instruments, noticed that an cmployee's interpersonal talents
weren't being well utilized. After DeVault moved him to another job that
required good human relations skills, the employee saved Stryker 31 mil-
lion in outsourcing fees. Says DeVault: “The look on his face when he’s
working is different—he’s much more absorbad in what he's doing. His
new position allows him to use his talents by coordinating a number of
in-house and subcontractor resources. His enthusiasm stepped up as

well as his impact.™

PSYCHOLOGICAL CONTRACTS

The effective management of person-job: fit begins with the nature of the
employment relationship itself. Work should provide a mutual and positive
exchange of value between people and organizations. This sense of mutual
benefit is reflected in the psychologieal contract, or set of expectations
held by the individual about what will be given and received in the em-
ployment relationship.” The ideal work situation is one in which the ex-
change of values in the psychological contract is considered fair. When the
psychological contract is unbalanced or broken, however, morale problems
easily develop. This problem surfaced in Japan where workers historically
enjoyed high job security and, in return, put in long work hours at great
personal sacrifice. But when the Japanese economy experienced difficulty
and companies cut back on job protections, worker morale declined. The
psychological contract shared between workers and employers had been
damaged.?

Figure 15.1 shows that a healthy psychological contract offers a bal-
ance between individual contributions made to the organization and in-
ducements received in return. Contributions are work activities, such as
effort, time, creativity, and loyalty, that make the individual a valuable
human resource. Inducements are things the organization gives to the
individual in exchange for these contributions. Typical inducements in-

Offers Contributions
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Figure 15.1 Componentsin the psychological contract.
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clude pay, fringe benefits, training, opportunities for personal growth
and advancement, and job security. Such inducements should be val-
ued by employees and should make it worthwhile for themto wiork hard
for the organization.

WORK AND THE QUALITY OF LIFE

The term “quality of work life” (QWL) was first used in Chapter 1 to describe
the overall quality of human experiences in the workplace. Most people
spend many hours a week, and many years of their lives, at work. What hap-
pens to them at work, how they are treated, and what their work is like are
influences on their overall quality of life.? Our experiences at work can and
often do spill over to affect our nonwork a-tivities and lives, just as our non-
work experiences sometimes affect our atti.udes and performance at work.
Anyone who serves as a manager must accept that the job carries a
high level of social responsibility. Poor management practices can dimin-
ish a person’s overall quality of life, not just the quality of work life; good
management, by contrast, has the potential to enhance both. If you think
this is an overstatement, consider a steel worker's compelling words once

shared with the noted author Studs Terkel:!?

When I come home, know what [ do for the first twenty minutes? Fake
it. I put on a smile. I got a kid three years old. Sometimes she says,
“Daddy, where've you been?” I say, “Work.” I could have told her I'd
been in Disneyland. What's work to a three-year-old kid? If I feel bad, 1
can't take it out on the kid. Kids are born innocent of everything but
birth. You can'’t take it out on your wife either That is why you go to a
taverr. You want to release it there rather than do it at home. What does
an actor do when he's got a bad movie? I got a bad movie every day.

Today's managers are expected to help create work environments
within which people have positive experiences while performing to high
levels of expectation. The themes of this chapter all relate in one way or
another to this poal.

PERSONALITY TRAITS

“Of course he's a bad fit for the job; with a personality like that, he doesn’t
work well with others.” “Put Shoshanna on the project; her personality is
perfect for the intensity that we expect from the team.” These are exam-
Ples of everyday conversations about people at work, with the key word
being personality—the combination or overall profile of characteristics
that makes one person unique from every other. Individual personalities
and variations among them are important managerial considerations in
any work setting. It is common and helpful in this regard to understand
what psychologists call the Big Five personality traits.!!

* Extroversion—The degree to which someone is outgoing, sociable, and
aszertive, An extrovert is comfortable and confident in interpersonal re-
]Etml'iﬁhlpﬂ; an introvert is more withdrawn and reserved,

' Agreeableness—The degree to which someone is good-natured,
Cooperative, and trusting. An agreeable person gets along well with

© Personality is the profile
of characteristics making a

. person unique from others.

-
Big Five personality traits
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O Extroversion is being
outgoing, sociable, and as-
sertive.

O Agreeableness is being
good-natured, cooperative,
and trusting.

O Conscientiousness is
being responsible, depend-
able, and careful.

o Emotional stability is
being relaxed, secure, and

o Openness is being curi-
ous, receptive to new ideas,
and imaginative.

0 Locus of control is the
extent to which one believes
that what happens is within
one's control.

others; a disagreeable person is a source of conflict and discomfort

for others.

. Conscientiousness—The degree to which someone is responsible, de-
pendable, and careful. A conscientious- person focuses on what can be
accomplished and meets commitments; a person who lacks conscien-
tiousness is careless, often trying to do too much and failing, or doing

little.

. Emotional stability—The degree to which someone is relaxed, secure,
and unworried. A person who is emotionally stable is calm and confi-
dent; a person lacking in emotional stability is anxious, nervous, and

tenze.

. Openness—The degree to which someone is curious, open to neW
iceas, and imaginative. An open person is broad-minded, receptive to
8w things, open to change; a person who lacks openn® - is narrow

minded, has few interests, and is resistant to change.

You can easily spot these personality traits in people with whom you
worl, study, and socialize. But don't forget that they also apply to.you;
others have impressions of your personality on these very same dimen-
sions. In the social context of the workplace, managers must be able to
understand and respond to these personality differences when making job -
assignments, building teams, and otherwise engaging in the daily give-
and-take of work. Paychologists also use the Big Five to steer people in the
direction of career choices that provide the best personality—job fits. = .

Figure 15.2 displays the Big Five along with five other personality di--
mensions that can malke a further difference in how people work and how
well they work together in organizations.*? Scholars have a strong interest.
in locus of control, recognizing that some people believe they are in con-
trol of their destinies while others believe that what happens to them is:

beyond their control.’® “Internals” are more self-confident
sponsibility for their own actions,
blame others and outside forces for

and accept i'ﬂ-{
while “externals” are more prone to.
what happens to them. Intercaﬁﬂm._'vl

research suggests that internals tend to be more satisfied and less alien-

ated from their work.

Problem-
solving styla

Machiavellianism

—
[] = *Big Five®

Figure 15.2 The “Big Five” and five more personality dimension
ence human behavior at work.

&7
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Authoritarianism is the degree to which a person defers to author- © Authoritarianism is the
ity and accepts status differences.’® Someone with an authoritarian per: degree to which a person
sonality would tend to act rig,h:l'l;-r and be control-oriented when in a tends to defer to authority.
leadership capacity; this same person would be subservient and follow
the rules when in a follower capacity. The tendency of people with an
authoritarian personality to obey orders can
be problematic if they follow a supervisor's
directives to the point of acting unethically—
or even illegally.

In his 16th-century book The Prince, Nic- v\ ppog) EM-SOLVING STYLE is likely to differ from

colo Machiavelli gained lasting fame for giv- ) o
ing advice on how to use power to achieve  those of people you study and work with. It is important

personal goals.'® Machiavellianism describes to understand your style and learn about problems that
he extent i i i i
the extent to which someone is emotionally can ocour as styles clash when you work Wi others.

+detached and-manipulativein us® ; power.'® _
A person with a 'hjgh,Mnch' pemﬂna}it}r is Which of the four master pl‘ﬂbl'al‘l‘l-&ulwng Sl}’lﬂs shown

usually viewed as exploitative and uncon- here best describes you?'®
cerned about others, with the guiding rule
being that the end justifies the means. A per-
son with a “low-Mach" personality, by con-

« Sensation-Thinker: 8Ts take a realislic approach to
problem solving, preferring “facts” clear goals, and

trast, would be deferential in allowing others certainty.

to exert power over them. *Intuitive-Thinker: NTs are comfortable with abstraction
The psychologist Carl Jung pointed out and unstructured situations, tending to be idealistic

that people display significant differences in and to avoid details.

problem-solving styles, or the way they *  Intuitive-Feeler: NFs are insightful, like to deal with

gather and evaluate information for decision broad issues, and value flexibility and human relation-

making.!” Information is gathered by sensa- ships.

tion (emphasizing details, facts, and routine) - gocation-Feeler: SFs emphasize analysis using

or by intuition (looking for the “big picture” facts, while being open communicators and respectful

and being willing to deal with various possi- of feelings and values.

bilities). Information is evaluated by thinking
using reason and analysis) or by feeling
(responding to the feelings and desires of
others). Because these differences are so
extreme, it is not surprsing that people Thinking S T NT
approach their jobs in different ways and
have difficulty at times working with one
another. Many organizations use the Myers-
Briges Type Indicator, a 100-question sur-
vey instrument, to measure variations in rY | S F N F
problem-solving  styles. Employees are ' ; ity
trained to both understand their own prob-

lem-solving styles and to learn how to work Sensing Intuition
more productively with people with different
Styles.

o

Finally, self-monitoring reflects the de- Pl o e T R B S e R _
gree to which someone is able to adjust and Complete Sefl-Assessments #25 =~ Cognitive Style, and #26—In-
modify behavior in response to the situation | ternal-External Control, from the Management Learning Work:
ind external factors.!® A person high in self- . book. - [ e e I i
m_nnitoring tends to be a learner, comfortable
with [eedback, and both willing and able to change. Because high self-

Monitors are flexible in changing behavior from one situation to the O Self-monitoring is the
Htxt_. it may be hard to get a clear reading of where they stand. A person degree to which someone is
O% in self-monitoring, by contrast, is predictable, tending to act consis- able to adjust behavior in

t ;
tml'l" regardless of circumstances. response to external factors,
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Teams and teamwork
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5 "TEAMS AND TEAMWORK
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Peaple have the need to work in teams. There is a desire to work with
others and enjoy the benefits of your work and your successes to-

gether, these . . .

ever been,

satisfactions are as important today as they have

Andy Grove, former Chairman of Intel, Inc.

I'learned @ long time ago that in team sports or in business, a group
working together can always defeat a team of individuals even if the
individuals, by themseluves, are better than your team . . . If you're
going to empower people and you don’t have teamwork, you're dead.

John Chambers, CEO of Cisco Systems

As these opening quotes suggest, the new workplace is rich in teams
and teamwork.? To build high-performance organizations driven by speed,
innovation, efficiency, spontaneity, and continuous change, the great po-
tential of teams and teamwork must be harnessed. But evenl as we Iecog-
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nize that finding the best ways to utilize teams as performance resources
is an important managerial task, we must also admit that-it is not alwa:,rs
casy to successfully lead through teamwork.

Just the words “group” and “team” elicit both positive and negative re-
actions in the minds of many people. Although it is said that “two heads
are better than one,” we are also warned that “too many cooks spoil the
broth.” The true skeptic can be heard to say: “A camel is a horse put to-
gether by a committes.” Against this somewhat humorous background lies
a most important point. Teams are both rich in performanee potential and
very complex in the way they work.? Consider, too, these realities. Many
people prefer to work in teams rather than independently; over 60 percent
of the average worker's time is spent in a team environment; even though
most workers spend at least some time in teams, less than half receive

trainirg in group dynamics.* ey
s

TEAMS IN DRGAN!ZATIDNS
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Maost tasks in organizations are well beyond the capabilities of individuals
alone. Manaperial success is always earned in substantial part through
success at mobilizing, leading, and supporting people as they work to-
gether in groups. The new organizational designs and cultures require
it, as does any true commitment to empowerment and employee involve-
ment.’ There is no doubt that teams are indispensable to the new work-
place. The question for managers, and the guiding theme of this chapter,
thus becomes: How do we make sure that teams and teamwork are uti-
lized to everyone's best advantage?

Before proceeding, let's be specific about the terminology. A team is a
small group of people with complementary skills, who work together to ac-
complish shared goals while holding themselves mutually accountable for
performance results.® Teamwork is the process of people working together
to accomplish these goals.

TEAMWORK PROS AND CONS

Figure 16.1 shows four important roles that managers must perform in
order to fully master the challenges of teams and teamwork. These
roles, along with examples, are: (1) supervisor—serving as the appointed
head of a formal work unit; (2) facilitator—serving as the peer leader
and networking hub for a special task force; (3) participant— serving as

I,“\
~ .-

f' ’ \I W -
—r=—=r—r —

\Vs AT I I

: ~ V-

Supervisor Network facilitator Halpiul participant Extarnal eoach
How managers get involved with teams and teamwork

Figure 16,1 Team and teamwork roles for managers.
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© A team is a collection of
people who regularly inter-
act to pursue common
goals,

O Teamwork is the process
of people actively working
together to accomplish com-
mon goals,
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tendency of some people to
avoid responsibility by “free-
riding” in groups.

a-helpful contributing member of a project team; and (4) coach—serving

as the external convenor or sponsor of a

by others.

Social loafing iz the Experi

tered sa

PERSONAL MANAGEMENT !

Mo one can deny that teams are indispensable in today’s

organizations. And impartantly, you cannot deny that a

large part of your career success wil depend on your
skills at working in and leading teams. The question of
the day is: Are you ready for truly valuable TEAM CON-
TRIBUTIONS? Consider this list of critical skills that you
must have in order to contribute significantly to the suc-
cess of work teams:
. Good at encouraging and motivating others.
. Good at accepting suggestions.
. (Good at listening to diffierent points of view.
+  Good at communicating information and ideas.
« Good at parsuasion.
. Good at conflict resolution and negotiating.
+ Good at building consensus.

Good at fulfiling commitments.

Ask yourself the tough questions. In your classes andfor
al work, are you making these contributions to the teams
in which you are asked to participata? Push the question
even further. Ask others who know and work with you 1o
assess your performance and contributions as a group
member. Whal suggestions do they have for how you
could improve your team contributions?

problem-solving team-staffed

-

ence has taught all of us that serving in these roles isnt al-
ways easy and that things don't always work out as intended. Teams
and teamwork are not problem-free. For example, who hasn't encoun-
cial loafing—the presence of “free-riders” who slack off because

responsibility is diffused in teams and others
are present to do the work?’ Things den't
have to be this way. The time we spend in
groups can be productive and satisfying, but
to make it so we must understand the com-
plex nature of groups and their internal dy-
pamics.® .

An important’ management skill is know-
ing when a team is the best choice for a task.
Another is knowing how to work with and
manage the team to best accomplish that
task. Take social loafing as an example.
What can a leader or other concerned
team member do when someone is free-
riding? It's not easy, but the problem can be
addressed. Actions can be taken to make
individual contributions more visible, reward
individuals for their contributions, make
task assignments more interesting, and
keep group size small so that free-riders are
more visible to peer pressure and leader
evaluation.®

Other problems are also common when
we work in groups and teams. Personality
conflicts and individual differences in work
styles can disrupt the team. Tasks are not al-
ways clear. Ambiguous agendas and for ill-
defined problems can cause teams to work
too long on the wrong things. Not everyone is
always ready to work. Sometimes the issue is
lack of motivation, but it may also be con-
flicts with other work deadlines and priori-
ties. Low enthusiasm for group work may
also be caused by a lack of team organization
or progress, as, well as by meetings that lack
purpose and members who come unpré-.
pared. These and other difficulties can casily
turn the great potential of teams into frustra-

tion and failure.

WHY MEETINGS FAIL

One of the best examples of group work in organizations is the ever-
present meeting.'® But what do you think when someone says: “Let's
have a meeting.” Are you ready, apprehensive, or even perturbed? Mesat-
ings are a hard fact of the workplace, especially in today's horizontal,

Craatad with

M nitro™" professional

ek Shas fras trisd dolins. o afteoqedf comfprodass onal

54



Seven sins of deadly meetings

People arrive late, leave early, and don't take things seriously.

The maeting is too long, sometimes twice as long as necessary.
People don't stay on topic; they digréss and are easily distracted.
The discussion lacks candor; people are unwilling to tell the truth.
The right information isn't available, so decisions are postponed.
‘Mothing happens when the maeting is over; no one puts decisions
into action. : '

7. Things never get better: the same mistakes are made maeting after

BT o

- meeting.

flexible, and team-oriented structures. But all too often, those who must
attend do not view the call to yet another meeting enthusiastically. A
survey by Office Team, for example, found that 27 percent of respon-
dents viewed meetings as their biggest time wasters,
ranking ahead of unnecessary interruptions.!! “We have
the most ineffective meetings of any company,” says a

technology executive. “We just seem to meet and meet 0 8 -
CHECK 16.1

and meet and we never seem to do anything,” says an-

other in the package delivery industry. “We realize our  Meeting patterns around the world
meetings are unproductive. A consulting firm is trying  Cultures vary and so do their approaches to
to help us. But we've got a long way to go,” says yet  meetings. In the United States, it is common for
another corporate manager.'? mestings to open informally, with a brief intro-
Consider the list of typical meeting problems  duction, perhaps a cup of coffee, and even a
described in Manager’s Notepad 16.1.'% You might even  light joke. Take the on-line "Reality Chack™ to
be able to add to the list from personal expericnce in learn more about meeting practices in other
student groups and work teams. But remember, in your  parts of the world.

career it will be important for you to make the most of

meetings as a leader and as a member. Meetings can

and should be places where information is shared, decisions get made,
and people gain understanding of one another. And this can be accom-
plished without “wasting” time. The material in this chapter offers
a useful knowledge base about group dynamics that can be helpful in
making your meetings effective. But as with all group activities in
organizations, good things don’t happen by chance. People have to
work hard and work together to make their meetings productive and
rewarding.

SYNERGY AND THE USEFULNESS OF TEAMS

Synergy is the creation of a whole that is greater than the sum of its
parts. Teamwork in our society makes available everything from aircraft
to the Internet to music videos. It all happens because of synergy, the
pooling of individual talents and efforts to create extraordinary results.
Synergy occurs when a team uses its membership resources to the
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© Synergy is the creation
of a whole greater than the
sum of its individual parts.
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fullest and thereby achieves -through collective action far more than
could otherwise be achieved. This is very good for organizations and it
can also be very good for their members. Being part of a team can have
a strong inflience on individual attitudes and behaviors. When the ex-
perience is positive, working in and being part of a team helps satisfy
important individual needs. Sometimes these are needs that may be dif-
ficult to meet in the regular work setting, Thus, in terms of bath perfor-
mance and satisfaction, the usefulness of teams is extensive. They

offer:**
— + More resources for problem solving.

Usefulness of teams . Improved creativity and innovation.

. Improved quality of decision making.

+  Greater oegmilments to tasks, | -

. Higher mot:vation through collective acton.

. PBetter control and work discipline.

. More individual need satisfaction.

FORMAL AND INFORMAL GROUPS

The teams officially recognized and supported by the organization for spe-

o A formal group is cific purposes are formal groups. They are part of the formal structure
officially recognized and are created to fulfill a variety of essential operations. A good example
and supported by the is the work group consisting of a manager and subordinates, and respon-

sible for the continuing performance of important tasks. Work groups exist
in various sizes and go by different labels. They may be called departments
(e.g., market research department), units (e.g., audit unit), teams (e.g.,
customer service team), or divisions (e.g., office products division), among
other possibilities. In all cases, they are the building blocks of organization
structures. Indeed, in Rensis Likert's classic view of organizations, they
form an interlocking network of groups in which managers and leaders
serve important “linking pin” roles.'® Each manager or leader serves both
as a superior in one work group and as a subordinate in the next-higher-

organization.

level one. .
0 An informal group is Informal groups are also present and important in every organization.
unofficial and emerges from  They are not recognized on organization charts and are not officially cre-
relationships and shared ated to serve an organizational purpose. They emerge from natural or
interests among members. spontaneous relationships among people. Some informal groups are inter-
est groups in which workers band together to pursue a common Cause,
such as better working conditions. Some emerge as friendship groups that’
develop for a wide variety of personal reasons, including shared nonwork
interests. Others emerge as support groups in which the members basi-
cally help one another do their jobs. :

Two points about informal groups are especially important for
managers to understand. First, informal groups are not necessarily bad.
Indeed, they can have a positive impact on work performance. The
relationships and connections made possible by informal groups
may actually help speed the workflow or allow people to “get things
done” in ways not possible within the formal structure. Second,
informal groups can help satisfy social needs that are otherwis¢
thwarted or left unmet. Among other things, for example, informal’
groups often offer their members social satisfactions, security, supports
and a sense of belonging.
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TRENDS IN THE USE OF TEAM
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The trend toward greater empowerment in organizations is associated with
new developments in the use of teamns.'® Crmmittess, project teams, task
forces and cross-functional teams :aré m=m istream in the ' moders wirk:
place. A variety of employee involvement teams, including quality circles,
are also increasingly commonplace. And, developments in information
technology are creating new opportunities for people to work together in
computer-mediated or virtual teams.

COMMITTEES, PROJECT TEAMS AND TASK FORCES

A committee brings people together outside of their daily job assignments
to work in a small team for a specific purpose. The task agenda is typically
narrow, focused, and ongoing. For example, organizations usually have a
variety of permanent or standing committees dedicated to a wide variety of
concerns—snch as diversity and compensation.!” Committees are led by a
designated head or chairperson who is held accountable for performance
regults.

Project teams or task forces bring together people from various
parts of an organization to work on common problems, but on a tempo-
rary rather than permanent basis. The task assignments for project
teams and task forces are very specific; completion deadlines are also
clearly defined; creativity and innovation are often very important once
the project or task is completed and the team disbands. Project teams,
for example, might be formed to develop a new product or service, re-
design an office layout, or provide specialized consulting for a client.'®
Some guidelines for managing projects and task forces are found in
Menager’s Notepad 16.2."?

CROSS-FUNCTIONAL TEAMS

The cross-functional team, whose members come from different func-
tional units, is indispensable to organizations that emphasize adaptation
and horizontal integration.?® Members of cross-functional teams work to-
gether on specific problems or tasks, and with the needs of the whole or-
ganization in mind. They are expected to share information, explore new
ideas, seek creative solutions, and meet project deadlines. They are ex-
pected to knock down the “walls” that otherwise separate departments
and people in the organization. At Tom's of Maine, for example, “Acorn
Groups”—symbolizing the fruits of the stately nak tree—are used to help

launch new products. They bring together members of all departments to -

work on new ideas from concept to finished product. The goal is to mini-
mize problems and maximize efficiency through cross-departmental coop-
eration.”

&4
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O A committee is
designated to work on a
special task on a continuing
basis.

O A project team or task

force is convened for a spe-
cific purpose and disbands
when its task is completed.

O A cross-functional team
operates with members who
come from different
functional units of an

organization.
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o An employee
involvement team meets

on a regular basis to help
achieve continuous
improvement.

O A quality circle is a
team of employees who
meet periodically to discuss
ways of improving work
quality.

0 Members of a virtual
team work together and
solve problems through
computer-based interac-
tions.

EMPLOYEE INVOLVEMENT TEAMS

Another development in today's organizations is usze of employee

involvement teams. These are
regular basis outside of their formal assignments,

groups of workers who meet on a
with the goal of

applying their expertise and. attention to continuous improvement. A

popular form of employee involvement team

iz the quality circle, a

group of workers that meets regularly to discuss and plan specific ways
to improve work quality.™ After receiving special training in problem

golving, team pProcesscs, and

quality issues, members of the gquality

circle try to come up with suggestions that can be implemented to raise

productivity through quality

improvements. Quality circles became

popular in U.5. industry in part because of their place in Japanese |
management.

VIRTUAL TEAMS

A newer form of group that is increasingly common in today's organiza-
tions is the virtual team —sometimes called a computer-mediated group or

.electronic group network.” This is a team of people who worlk together and

solve problems largely through computer-mediated rather than face-to-
face interactions. First discussed in Chapter 7 on information and deci-
sion making, the use of virtual teams is changing the way many commit-
tees, task forces, and other problem-solving teams function. Working in
virtual environments, team members in dispersed locations can easily ad-
dress problems and seek consensus on how to best deal with them. Vir-
tual teams operate just like other teams in respect to what gets done; how
things get done, however, is different and this can be a source of both po-
tential advantages and disadvantages.™

In terms of potential advantages, virtual teams can save time and

travel expenses. They can allow members to work collectively in a time-
efficient fashion, and without interpersonal difficulties that might other-
wise occur—especially when the issues are controversial. A vice president
for human resources at Marriott, for example, once called electronic meet-

ings “the quietest,

least stressful, most productive meetings you've ever

had."¥" Virtual teams can also be easily expanded to include additional ex-
perts as needed, and the discussions and information shared among team
members can be stored on-line for continuous updating and access. When
problems do occur in virtual teams, they often arise because members
have difficulty establishing good working relationships, Relations among
team members can become depersonalized as the lack of face-to-face in-
teraction limits the role of emotions and nonverbal cues in the commni-
cation process,?® .

Following some basic guidelines can 'hclp ensure that the

advantages of virtual teams outweigh their disadvantages. The critical
ingredients relate to the creation of positive impressions and the devel-
opment of trust among team members with limited face-to-face meeting

uppurtunitica.ﬂﬂ

Virtual teams should begin with social messaging that allows mem-
bers to exchange information about themselves to personalize the
process.

Virtual team members should be assigned clear roles so that they can
focus while working alone and also know what others are doing,

Virtual team members must join and engage the team with positive atti-
tudes that support a willingness to worle hard to meet team goals.
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SELF-MANAGING WORK TEAMS

In a growing number of organizations traditional work units consisung of
first-level supervisors and their immediate subordinates are disappearing.
They are being replaced with self-managing work teams. Sometimes
called autonomous work groups, these are teams of workers whose jobs
have been redesigned to create a high degree of task interdependence and
who have hﬁan given authority to make many decisions about how they go

about doing the required work.*?
Self-managing teams operate with participative decision making,

shared tasks, and the responsibility for many of the managerial tasks
performed by supervisors in more traditional settings. The “self-manage-
ment” responsibilities include planning and scheduling work, training
members in various tasks, sharing tasks, meeting performance goals,
ensuring high quality, and solving day-to-day operating problems. In
some settings, the team’s authority may even extend to “hiring” and “fir-
ing” its members when necessary. A key feature is multitasking, in
which team members each have the skills to perform several different
jobs. As shown in Figure 16.2, typical characteristics of self-managing
teams are as follows:

. Members are held collectively accountable for performance results.

. Members have discretion in distributing tasks within the team.

. Members have discretion in scheduling worlk within the team.

. Members are able to perform more than one job on the team.

. Members train one another to develop multiple job skills.

. Members evaluate one another's performance contributions.

. Members are responsible for the total quality of team products.

Within a self-managing team the emphasis is always on participation.
The leader and members are expected {o work together not only to do the
required work but also to make the decisions that determine how it gets
done. A true selfmanaging team emphasizes team decision making,
shared tasks, high involvement, and -collective responsibility for accom-
plished results. The expected advantages include better performance, de-
creased costs, and higher morale. Of course, these results are not guaran-

teed. Managing the transition to self-managing teams from more tradi-

tional work settings isn't always easy. The process requires leadership
committed to both empowerment and a lot of support for these learning to
work in new ways. As the concept of self-managing teams spreads glob-
ally, researchers are also examining the receptivity of different cultures to
self-management concepts.® Such cultural dimensions as high-power dis-
tance and individualism, for example, may generate resistance that must
be considered when implementing this and other team-based organiza-
tional practices.
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HOW TEAMS WORK
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Regardless of its form and purpose, any team must achieve three key re-
sults—perform tasks, satisfy members, and remain viable for the fu-
ture. ! On the performance side, a work group or team is expected to
transform resource inputs (such as ideas, materials, and objects) into
product outputs (such as a report, decision, service, or commodity) that
have =ome value to the organization. The members of a team should
also be able t6 experience satisfaction from both these performance re-
sults and their participation in the process. And, in respect to future via-
bility, the team should have a social fabric and work climate that makes
members willing and able to work well together in the future, -again and
again as needed.

WHAT IS AN EFFECTIVE TEAM?

An effective team is one that achieves and maintains high levels of task
performance, member satisfaction, and viability for future action.® Figure
16.3 shows how any team can be viewed as an open system that trans-
rms varipus resource inputs into these outcomes. Among the important
Mputs are such things as the organizational setting, the nature of the
sk, the team size, and the membership characteristics.®® Each of these
fctors influences the group process and helps set the stage for the ac-
“omplishment of group outcomes.

Sroup Inputs

:1]'5 "ﬂ!w'&: of the task is always important. It affects how well a team
1 focus its efforts and how intense the group process needs to be to

5%

Figure 16,2 Organizational and management implications o

I EaRLERE DRSO

o An effective team
achieves high levels of task
performance, membership
satisfaction, and future via-
bility.
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Feadback

Figure 16.3 An open-systems model of work team effectiveness.

get the job done. Clearly defined tasks make it easier for team members
te combine their work efforts. Complex tasks require more information
exchange and intense interaction than do simpler tasks. The organiza-
tional setting can also affect how team members relate to one another
and apply their skills toward task accomplishment. A key issue.is the
amount of support provided in terms of information, material resourees,
technology, organization structures, available rewards, and spatial
arrangements. Increasingly, for example, organizations are being archi-
tecturally designed to directly facilitate teamwork. At SEI Investments,
employees work in a large, open space without cubicles or dividers; each
has a private set of office furniture and fixtures—but all on wheels; all
technology easily plugs and unplugs from suspended power beams that -
run overhead. Project teams convene and disband as needed, and people
easily meet and converse intensely with the ebb and flow of work all
day.**

Team size affects how members work together, handle disagreements,
and reach agreements. The number of potential interactions increases
geometrically as teams increase in size, and communications become
more congested. Teams larger than about six or seven members can be
difficult to manage for the purpose of creative problem solving. When vot-
ing is required, teams with odd numbers of members help prevent “ties.”
In all teams, the membership characteristics are also important. Teams
must have members with the right abilities, or skill mix, to master and
perform tasks well. They must also have values and personalities that are
sufficiently compatible for everyone to work well together.

© Group process is the

way team members work
together to accomplish Although having the right inputs available to a team is important, it is
tasks. : not a guarantee of effectivencss. Group process counts too. This is the

Group Process
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way the members of any team actually work together as they transform
inputs into outputs. Also called group dynamics, the process aspects of
any group or team include how members communicate with one an-
other, make decisions, and handle conflicts, among other things. When
the process breaks down and the internal dynamics fail in any way,
team effectiveness can suffer. This Team Effectiveness Eguation is a
helpful reminder: Team effectiveness = quality of inputs + (process
pains — process losses).

Team Diversity

Team diversity, in the form of different valies, personalities, experiences,
demographics, and cultures among the membership, can present signifi-
cant grovp process challenpes. The more homogeneous.the tega—the
more sim lar the members are to one another—the casicr it is to hanage
relationships. As team diversity increases, so too does the complexity of
interpersonal relationships among members. But with the complications
also come special opportunities. The more heterogenecus the team—the
more diversity among members—the greater the variety of available ideas,
perspectives, and experiences that can add value to problem solving and
task performance,

In teamwork, as with prganizations at large, the diversity lesson iz very
clear, There is a lot to gain when membership diversity is valued and well
managed. The process challenge is to maximize the advantages of team di-
versity while minimizing its potential disadvantages. In the international
arena, for example, research indicates that culturally diverse work teams
have more difficulty learning how to work well together than do culturally
homogeneous teams.®® They tend to struggle more in the early stages of
working together. But once the process challenges are successfully mas-
tered, the diverse teams eventually prove to be more creative than the ho-

mMogencous ones,

STAGES OF TEAM DEVELOPMENT

4 synthesis of research on small groups suggests that there are five dis-
tinct phases in the life cyele of any team:*

1. Forming—a stage of initial orientation and interpersonal testing,

2. Storming—a stage of conflict over tasks and working as a team.

3. Norming—a stage of consolidation around task and operating agendas.
4. Performing—a stage of teamwork and focused task performance.

8. Adjourning—a stage of task completion and disengagement.

Forming Stage

The forming stage involves the first entry of individual members into a
team. This is a stage of initial task orientation and interpersonal testing.
As individuals come together for the first time or two, they ask & number
. of questions: “What can or does the team offer me?* “What will I be asked
to contribute?” “Can my needs be met while my efforts serve the task
* needs of the team?” :
In the forming stage, people begin to identify with other mémbers and
with the team itself, They are concerned about getting acquainted, estab-

59

- .
Stages of team development

Craatad with

® nitro™ professional

ek Shas fras trisd dolins. o afteoqedf comfprodass onal



lishing interpersonal relationships, discovering what is considered accept-
able behavior, and learning how others perceive the team's task. This may
also be a time when some members rely on or become temporarily depen-
dent on another member who appears “powerful” or especially “knowl-
edgeable.” Such things as prior experience with team members in other
contexts and individual impressions of organization philosophies, goals,
and policies may also affect member relationships in new work teams. Dif-
ficulties in the forming stage tend to be greater in more culturally and de-

mographically diverse teams.

Storming Stage
The storming stage of team development is a period of high emotionality.

_Tension. often emerges betw: *n members over tasks and interpersonal

concerns. There may be pericds of outright hostility and infighting. Coali-
tions or cliques may form around personalities or interests. Subteams
form around areas of agreement and disagreement involving group tasks
and/or the manner of operations. Conflict may develop as - individuals
compete to impose their preferences on others and to become influential
in the group’s status structure, -

. Important changes occur in the storming stage as task agendas be-
come clarified and members begin to understand one another’s interper-
sonal styles. Here attention begins to shift toward obstacles that may
stand in the way of task accomplishment. Efforts are made to find ways to
mest team goals while also satisfying individual needs. Failure in the
storming stage can be a lasting liability, whereas success in the storming
stage can set a strong foundation for later team cffectiveness.

MNorming Stage

Cooperation is an important issue for teams in the norming stage. At this
point, members of the team begin to become coordinated as a working
unit and tend to operate with shared rules of conduct. The team feels a
sense of leadership, with each member starting to play useful roles. Most
interpersonal hostilities give way to a precarious balancing of forces as
norming builds initial integration. Harmony is emphasized, but minority

viewpoints may be discouraged. -
In the norming stage, members are likely to develop initial feelings

of closeness, a division of labor, and a sense of shared expectations.

This helps protect the team from disintegration. Helding the team to-
gether may become even more important than suecessful task accom-

plishment.
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Performing Stage

eams in the performing stage are more mature, organized, and well fune-
tioning. This is a stage of total integration in which team members are
able to deal in creative ways with both complex tasks and any interper-
sonal conflicts. The team operates with a clear and stable structure, and
members are motivated by team goals.

The primary challenges of teams in the performing stage are to con-
tinue refining the operations and relationships essential to working as an
integrated unit. Such teams need to remain coordinated with the larger or-

-

Adjourning Stage _
The final stage of team development is adjourning, when team members
task forees, and project teams disband with a sense that important goals

have been accomplished. This may be an emntional tme, and disband-
ment should be managed with this possibility in mind. For members who

Figure 16.4 Criteria for assessing the maturity of a
team.

have worked together intensely for a period of time, breakin the close
rt{laMnﬁhlpﬂ may be painful. In all cases, the team would lj?ceufu dizband
with members feeling they would work with one another again sometime
in the future. Members should be acknowledged for their contributions
and praised for the group’s overall success,
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CHANGE AT WORK

Effects are widespread

Human and technical

Proactive and reactive

The Nature of Change

Change is any alteration occurring at work or in the work environment that affects the

ways in which employees' must act. These changes may be planned or unplanncd, cata-
strophic or evolutionary, positive or negative, strong or weak, slow or rapid, and stimulated
either internally or externally. Regardless of their source, nature, origin, pace, or strength,
changes can have profound effects on their recipients.

The effects of change can be illustrated by comparing an organization to an air-filled
balloon. When a finger (which represents exteral change in this case) is pressed against a
point on the balloon (which represents the organization), the contour of the balloon visibly
changes (it becomes indented) at the point of contact. Here an obvious pressure, representing
change, has produced an obvious deviation at the point of pressure. What is not 5o obyious,
however, is that the entire balloon (the rest of the organization) has also been affected and
has stretched slightly. In addition, the tension against the inner surface of the balloon has
increased (not, it is hoped, to the breaking point). .

As shown by this illustration, a safe generalization is that the whele organization
tends to be affected by change in any part of it. The molecules of air in the balloon
represent a firm's employees. It is apparent that those at the spot of pressure must make
drastic adjustments. Though the change did not make direct contact with the employ-
ces (molecules), it has affected them indirectly. Though none is fired (ie., leaves the

balloon), the employees are displaced and must adjust to a new location in the balloon.
Thiz comparison illustrates an additional generalization: Change is a human as well as a
technical problem. - : ]

The comparison using a balloon may be carried further. Repeated pressure at a certain
point may weaken the balloon until it breaks. So it is with an organization. Changes may
lead to pressures and conflicts that eventually cause a breakdown somewhere in the orga-
nization. An example is an employee who becomes dissatisfied and resigns.

Admittedly, the balloon analogy is rough. An employing institution is not a balloon;
npqwnianmamolmulc;anﬂpwp]:mmtasfrmandﬂexih]cuairmoimulas in a
halloon. What has been illustrated is a condition of molecular equilibrium. Organizations,
ta0, tend to achieve an equilibrium in their social structure—a state of relative balance
between opposing forces, This equilibrium is established when people develop a relatively
stable set of relations with their environment. They learn how to deal with one another, how
to perform their jobs, and what to expect next. Equilibrium exists; employees are adjusted.
When change comes along, it requires them to make new adjustments as the organization
seeks a new equilibrium. When employees are unable to make adequate adjustments, the
organization is in a state of unbalance, or disequilibrium, At the extreme, disruptions can

& total disarray until they are addressed.

This disequilibrium highlights a challenging dilemma for managers, who are juggling
competing roles. On the one hand, the manager’s rolé is to introduce continual organizational
changes 0 as to bring about a better fit between the firm and its evolving environment.
Here, the manager’s role is to be proactive—anticipating events, initiating change, and
taking control of the organization’s destiny. On the other hand, part of the manager's role is
to restore and maintain the group equilibrium and personal adjustment that change upsets.
Tns this role, the manager is more reactive—responding to events, adapting to change, and
tempering the consequences of change.

Fortunately, many of the organizational changes that occur on a daily basis are some-
what minor. They may affect only a few people, and they may be incremental in nature
and relatively predictable. For example, as new proceduares evolve or a5 new members are
added to a work group, existing employees generally do not need to change all dimensions
of their jobs or acquire totally new behaviors. In such situations, a new equilibrium may be
reached readily.

A wide variety of forces, however, may bring about more dramatic changes that touch
the entire core of an organization. Many of these have become much more common as
the economy, competition, and pace of technological change have become more volatile.
Examples include hostile takeovers of firms, leveraged buyouts and subsequent organi-
zational restructuring, acts of public violence and terrorism, and natural disasters like oil
spills and gas leaks. Crises like these, whether positive of negative, demand that managers
help guide employees through the emotional shock that accgr—snias them tharehy hring-
ing the organization to a new equilibrium.
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FIGURE 14.1 Unified Social Response to Change
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Responses to Change

Work change is further complicated by the fact that it does not produce a direct adjustment,
unlike the adjustment of air molecules in the balloon. Instead, it operates through each em-
plovee’s attitudes to produce a response that is conditioned by feelings toward the change.
This relationship was illustrated in a series of classical experiments—the Hawthome stud-
jes, conducted by F. J. Roethlisberger and his associates. In one instance, work lighting
Experiments relating was improved regularly according to the simplistic theory that better lighting would lead
lighting to productivity 1o greater productivity. As was expected, productivity did increase. Then, lighting was
decreased to illustrate the reverse cffect—reduced productivity. Instead. productivity
increased furthér. Lighting was again decreased. The result was still greater productivity.

Finally, lighting was decreased to 0.06 foot-candle, which is approximately equivalent to
moonlight. According to Roethlisberger, “Not until this point was reached was there any
appreciable decling in the output rate.™ _ :

How Individual Attitudes Affect Response to Change Obviously, better lighting was
not by itself causing greater output. There was no direct (causal) connection between the
change and the response. Some other intervening variable, later diagnosed as employee
attitudes, had crept in to upset the expected patiern, Rocthlisberger later explained the new
pattern in the following way: Each change is interpreted by individuals according to their
attitudes. The way that peaple feel abour a change is one factor that determines how they
will respond to ir. These fealings are pot the result of chance; they are caused. One cause
is personal hisiory, which refers to people’s biological processes, their backgrounds (e.g.,
family, job, education), and ali their social experiences away from work (see Figure 14.1).
This history is what they bring to the workplace in the form of preexisting attitudes. A
second cause is the work environmenr itself. It reflects the fact that workers are members
of & group and their attitudes are influenced by its codes, patterns, and narms.
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Effect of a Diverse Wnrkfn_l"t:e on Change

- The workforca,in the United Siateswill beds inght Siverse (from.a gender and
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. Questions: What predictins cary you'hiske-about the-Impact of these changes on the
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 employeer S ikefihood to'change O the smployer's capatity to change? On'the worker's

- Feelings are not a matter of logic. They are neither logical nor illogical, but entirely
apart from logic. They are nonlogical. Feelings and logic belong in two separate catego-
ries, just as inches and pounds do. For that reason, logic alone is an ineffective means af
trying to modify feelings because it does not get at them directly. Feelings are not much
better refuted by logic than this book’s length in inches or centimeters is refuted by its
weight in pounds or kilograms. : :
The Hawthorne Effect One cause of favorable feelings in the groups studied by Roeth-
lisberger was the interest shown by the researchers in employee problems. This phenom-
enon later was called the Hawthorne effect, named after the factory where the research
took place. The Hawthome effect means that the mere observation of a ETOUp—Or more
precisely, the perception of being observed and one’s interpretation of its significance—
Observation affects tends to change the group. When people are observed, or believe that someone cares abous
behavior them, they act differently. These changes usually arc uninténded and not even recognized
: by the members themselves. The Hawthorne effect contaminates the research design, but
normaily the consequences of it cannot be prevented,
Group Response to Change People interpret change individually and have their own
probable response to it. However, they often show their attachment to the group by joining
with other group members in some uniform response to the change, as shown in the “actual
response” in Figure 14.1. This uniformity makes possible such seemingly illogical actions
as walkouts when obviously only a few people actually want to walk out. Other employees
who are unhappy seize upon the walkout as a chance to show their dissatisfaction and to
confirm their affiliation with the group by joining with it in social action, Basically, the
group responds with the feeling, “We're all in this together. Whatever happens to one of
us affects all of us.”
Homeostasis In trying to maintain equilibrium, a group is often inclined to retumn to jts
perceived best way of life whenever any change occurs. Each pressure, therefore, elicits a
counterpressure within the group. The net result is a self-correcting mechanism by which
energies are called up to restore balance whencver change threatens, This self-correcting
characteristic of organizations is called homeostasis—that is, people act to establish a
steady state of need fulfillment and to protect themselves from disturbance of that balance,
They want to maintain their previous sense of competence,

This leads some employees to engage in various strategies to kill new ideas and main-
tain homeostasis. They include: ]
1. Fear mongering (“You want us to go down a slippery slope,”)
2. Death by delay (“Let’s study this for a little while longer.™)
3. Confusion (“There are six big reasons why this just won't work.")
4. Ridicule (“It’s a too-simple solution for our complex problem.")’

Feelings are nonlogical
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All changes are likely to havg some costs. For example, a new work procedure may require

 the inconvenience, of learning new skills. It temporarily may disrupt work and reduce sat-
isfaction. And new equipment or relocation of old equipment may add costs that are not
merely economic; they are also psychological and social. They usually must be paid in
order to gain the benefits of proposed changes.

Because of the costs associated with change, proposals for change are not always desir-
able, They require careful analysis to determine usefulness. Each change requires a detailed
cost-benefit analysis, Unless changes can provide benefits above costs, there is no reason
for the changes. To emphasize benefits while ignoring costs is illogical. The organizational
goal should always be to produce benefits greater than costs. .

A parallel cost-benefit analysis is appropriate at the individual level, when persons desire

Bmaotions powerfully to make an intentional (planned) change, whether it occurs in their behavior (actions,

impact intentional habits, or competencies), thoughts (ideas, dreams, or aspirations), feelings (emotions and

change attitudes), or perceptions (ways of looking at things). Here, individuals weigh positive
dimensions (such as strengths, hopes, dreams, and optimism) that pull them toward some-
thing new and balance these against negative factors that might include problems, pessi-
mistn, fears, and shortfalls. The net effect determines whether intentional change is likely
to ocour and be sustained.®

In a determination of benefits and costs, all types must be considered. To examine
only economic benefits and costs is useless, because even if a net economic benefit
acerues, the social or psychological costs may be too large. Although it is not very
practical to reduce psychological and social costs to numbers, they must nevertheless
be included in the decision-making process. Almost any change, for example, involves
some psychological loss because of the strain it imposes on people as they ry to adjust.

Paychic costs Psychological costs also are called psychic costs because they affect a person’s inner
self, the psyche. :

Knowledge of individual differences helps us predict that people will react in different
and widely varying ways to change. Some will perceive only the benefits, while others
see only what it costs them. Others will react fearfully at first, even though all the effects
are actually positive for them. Others will appear initially to embrace the change but then
gradually let their real feelings emerge.

Some people who have observed common reactions to traditional change efforts
contend that the 20-50-30 rule applies.” According to this distribution of responses,
about 20 percent of employees affected by a change will be receptive and possibly
strongly supportive; about 50 percent will be rather neutral toward the change and
possibly even open-minded and receptive; and about 30 percent will be close-
minded, resist the change, and possibly attempt to sabotage it. The challenge for
managers of a change process is to transform a substantial portion of the 80 percent
(neutrals and resisters) into supporters of the change for it to succeed,

In some cases, the psychic costs of change can be so severe that they affect the psy-
chological and even physical health of employees. The tolerance level for change within
a group of employees can range from relatively high for-one person to relatively low for
another, Whenever that level is exceeded, stressful responses develop that can undermine
health. Tn some instances, there is a sustained series of small or moderate changes over
a period of time, producing cumulative effects that finally overload a person’s system.
Some writers refer to this circumstance as repetitive change syndrome.® Continu-
ous rounds of change can produce negative effects for individuals and corrosive results
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for the entire myﬂﬁm Repetitive change syndrome i
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organizational initiatives that are started but not completed, by a blurring of one program

and another, and by a pandemic of employee Cynic
changes, the resulting stress can also slow the pace

to fail.

[ other instances, a single major change of high signific
ity to cope with the situation. Examples
it the need for a new house, new schools f
of friemdships) or & promotion involving new roles, status,
The effects of change in the form of job stress are

The reality of change is that frequently there is no cl
parties. Rather, there is a series of separate COStS
individual basis. The supportive, collegial, and

ism. Although managers can initiate
of change and ultimately cause it

ance overloads a person’s abil-
include a move to a new location (bringing with .
'clﬁldren,ajobmmhfmmsspmmanﬁlun
work group, and job pressurcs.

further in Chapter 15.

ear-cut 100 percent benefit for all
and benefits
system models of arganizational behavior

thnlnmstumnsidmdunm

imply that management should consider each gubstantial change, try 1© help each person

understand it, and seek to have each person
ment's best efforts, however, change is not
vividly illustrates).
pature and effects of resistance 10 change.

(as the opening quote for this chapter
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a net gain from it. Despite manage-
omed—and not always guccessful
The next section explores the
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@ wnat Is Motivation?

Man and machine ... work in close harmony to achieve more than either could
-alane. Machines bring precision and capacity. They make our lives easier, perfect
our processes, and in many ways. enrich our quality of life. But people possess
something that machines don't—human spirit and inspiration. Our people work
continuously at setting goals and tracking results for ongoing Improvement as an
overall busiriess. They are an inspiration and their goals and accomplishments
have won Branch-Smith Printing recognition on the highest of levels.]

This quotation—from Branch-Smith Printing Division, a 2002 recipient of
the Malcolm Baldridgé National Quality Award—gets to the heart of associate
motivation: it is the spirit and ‘inspiration that leads associates (o apply. their
human capital to meet the goals of the orgnaization..In Chapter 1, we discussed
the strategic importance of human capi® to the success of a firm: However,
associates' human capital alone is not enongh to ensure performance, behav-
iors, and attitudes that support organizational performance. Associates must
translate their human capital into action that results in performance that con-
wibutes to the achievement of organizational goals. Motivation is the process
through which this translation takes place. ' '

Because organizations are composed of people and organizational per-
formance is based on the efforts of individuals and groups, performance and
motivation to perform are of great importance 1o organizations. More specifi-
cally, for an organization to be highly effective, people must be motivated (1)
to join the organization, (2) to perform their tasks well, and (8) to exercise
their creative skills at work.2 How does this motivation take place? Before we
examine that question, we must consider what motivation is. To do that, we first
take a closer look at the relationship of motivation to performance.

Consider the following example. A personnel manager has three assistants
reporting to her. All three have similar levels of experience and education. How-
ever, she believes the three have different levels of ahility, and she has found that
they perform at different levels. It is interesting that the person whom she con-
siders to have the least ability has outperformed his counterparts. How can a per-
son of less ability outperform persons having greater abilities? The answer may be
that he is more motivated to apply his abilities than the others. The wo other per-
sonnel assistants are approximately equal to one another in their motivation to
perform, judging by the fact that they work equally hard, and yet one of these
assistants outperforms the other. How can this be when they are equally moti
vated? The answer may lie in their different ability levels. Thus, we can see thata
person’s level of performance is a function (f) of both ability and motivation:

Performance = f (Ability x Motivation)
Forces coming from with :
4 person ﬂ'natic-:ountlinm Now consider another scenario. Two salespersons are equally motivated
part, for the willful and have the same ability, yet one of them outperforms the other. How can we
explain this, if performance is a function of ability and motivation? In this case,

direction, intensity, and
persistence of the person's  the better performer has a more lucrative sales territory than the other sales-

efforts toward achieving person. Thus, environmental factors can also play a role in performance.

;paclﬁc goals that are not This brings us to our definition of work motivation. We know from the pre:

'a::im ability I‘Dé“-'? ; ceding discussion that ability and certain environmental factors exert influences

AONRANN Semancs. on performance that are separate from the effects of motivation. Motivation,
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then, refers to forces coming from within a person that account for the willful
direction, intensity, and persistence of the person’s efforts toward achieving of
specific goals that are not due to ability or to environmen(tal demands.® Several
prominent theories offer explanations of motivation. Most of the theories can be
separated into two groups: those concerned largely with content and those con-
cerned largely with process. In the next two sections, we consider these two
groups and the major theories in cach.

Content Theories of Motivation

Content theories of motivation generally focus on identifying the specific fac-
tors that motivate people. These theories are, for the most part, straightfor -ard
in their approg. ‘h. Four content theories of motivation are Maslow's need .ier-
archy, Alderfe. s ERG theory, McClelland's achievement need theory, and
Herzberg's two-factor theory. :

Maslow's Need Hierarchy Theory

One of the most popular motivation theories, frequently referred to as the hier-
archy of needs theory, was proposed in the 1940s by Abraham Maslow.* Accord-
ing to Maslow, people are motivated by their desire to satisfy specific needs.
Maslow arranged these needs in hierarchical order, with physiclogical needs at
the bottom, followed by safety needs, social and belongingness needs, esteem
needs, and, at the top, self-actualization needs. In general, lower-level needs
must be substantally met before higherlevel needs become important. Below,
we look at each level and its theoretical implications in organizational settings.

1. Physiological Needs. Physiological needs include basic survival needs—
the needs for water, food, air, and shelter. Most people must largely sat-
isfy these needs before they become concerned with other,
higher-order needs. Money is one organizational award that is poten-
tially related to these needs, to the extent that it provides for food and
shelter.

2. Safety Needs. The second level of Maslow’s hierarchy concerns individu-
als’ needs to be safe and secure in their environment. These needs
include the need for protection from physical or psychological harm.
People at this level might consider their jobs as security factors and as
means for keeping what they have acquired. These employees might be
expected to engage in low-risk job behaviors, such as following rules,
preserving the status quo, and making career decisions based on secu-
rity concerns.

3. Social and Belongingness Needs, Social needs involve interaction with and
acceptance by other people. These needs include the desire for affec-
tion, affiliation, friendship, and love. Theoretically, people who reach
this level have primarily satisfied physiological and safety needs and are
now concerned with establishing satisfying relationships with other
people. Although a great deal of satisfaction may come from family
relationships, a job usually offers an additional source of relationships.
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Associates at this level may thus seek supportive co-worker and peer

group relationships. Chef Bourdain in the Fxploring Behavior in Action

feature demonstrates the power of social needs by suggesting the

importance of signaling to adsociates that they are members of the
. team. T

4, Esteem Needs. Esteem needs relate to feelings of self-respect and self-
worth, along with respect and esteem from peers. The desire for recog-
nition, achicvement, status, and power fits in this category. People at
this level may be responsive o organizational recognition and
programs. and derive pleasure from having articles about them pub-

‘ lished in the company newsletter. Money and financial rewards may
also help satisfy esteem needs, because they provide signals of people’s
“worth” to the organization.

5. Self-Actualization Needs. A person's need for self-actualization represcnts
her desire to fulfill her potential, maximizing the use of her skills and
abilities. People at the selfactualization level are less likely to respond
to the types of rewards described for the first four levels. They accept
their own achievements and .seek new opportunities to use their
unique skills and talents. They often are highly motivated by work
assignments that challenge these skills, and they might even reject
common rewards (salary increasc, promotion) that could distract them
from using their primary skills. Only a few people are assumed to reach
this level.

As mentioned, these needs are arranged in hierarchical arder, with physi-
ological needs the lowest and selfactualization the highest According to
Maslow's theory, each need is prepotent over all higher-level needs until it has
been satisficd. A prepotent need is one that predominates over other needs. For
example, a person at the social and belongingness level will be most concerned
with rewards provided by meaningful relationships and will not be so con-
cerned with esteem-related rewards, such as public recognition or large
bonuses. It follows that a satisfied need is no longer a motivator. For example,
after a person’s social needs are met, she will no longer be concerned with
developing and maintaining relationships but will instead be motivated to seek
esteem-related rewards. Finally, the need hierarchy theory is supposed to apply
to all normal, healthy people ina simnilar way.

The need hierarchy theory bas not been well supported by empirical
rescarch.? Research has indicated that a wwolevel hierarchy of lower-order and
higher-order needs may exist, but it has not found much support for the five
specific need categories proposed by Maslow. One reason for this finding may
be the context of the studies. Most people in the United States, where the stud-
ies typically have been done, have satisfied their basic needs and are faced with
a complex system of means to satisfy their higher-order ones. It may be difficult
for researchers to separate the needs these people experience into the five spe-
cific categories proposed by Maslow. : :

In addition, the idea of prepotency has been questioned.®” Some
researchers have noted that several needs may be important at the same time.
For example, a person can simultaneously have strong social, esteem, and seli-
actualization needs. Even Maslow's clinical studies showed that the idea of pre-
potency is not relevant for all individuals.”

A final problem with the need hierarchy theory involves 2 practical con-
cern. It is difficult to determine the present need level for each associate as well
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as the exact rewards that would help satsfy that associate's specific needs. For
example, as noted earlier, money can be used to meet both physiological and
esteem needs, Or a person’s concern with being popular with co-workers may
be related to either social and belongingness needs or esteem needs (or to
both). Being popular can mean that one is liked, but it can also mean that one
has high status in the group. As a result, it is challenging for managers to apply
the need hierarchy to motvate associates.

Although the need hierarchy theory has many weaknesses, it is histori-
cally important because it focused attention on people’s esteem and self-actu-
alization needs. Previously, behaviorism had been the dominant approach to
understanding human motivation. As you may recall, behaviorism proposes

that people’s behaviors are motivated solely by extrinsic rewards The need

_hierarg] v, in contrast, suggests that the behavior of niany pcupli’:":'? motivaled
by n¢¢i?.- reflecting a human desire to be recognized and to grow as an indi-

vicdual.

ERG Theory

ERG theory, developed by Clayton Alderfer, is similar to Maslow's need hierar-
chy theory in that it also proposes need categories. However, it includes only
three categories: existence needs (E), relatedness needs (R), and growth needs
(G). The relationship of these categories to those of Maslow's need hierarchy
theory is shown in Exhibit 6-1. As you can see in the exhibit; existence needs
are similar to Maslow’s physiological and safety needs, relatedness needs to
Maslow's social and belongingness needs, and growth needs to Maslow's needs
for esteemn and self-actualization.

Alderter's ERG
Theory

Maslow's Need Hierarch

Exhibit 6-1 Maslow’s Need Hierarchy and Alderfer's ERG Theory Compared
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ERG theory differs from Maslow's theory in two important ways. First,
the notion of prepotency is not fixed in ERG theory. A person’s existence
needs do not necessanly have to be satisfied before she can become con-
cerned about her relationships with others or about using her personal capa-
bilities. Her desire to meet the existence needs may be swonger than her
desire to meet the two other types of needs, but the other needs may still be *
important. The need hierarchy theory proposes that the hierarchy 1s fixed
and that physiological nceds must be largely satisfied before other needs
become important.

Second, even when a need is satisfied, it may remain the dominant moti-
vator if the next need in the hierarchy cannot be satisfied. For instance, if a
person has satisfied his relatedness needs but is frustrated in trying to satisfy
his growth needs, his desire for relatedness needs again becomes strong (the
need hierarchy theory proposes that a satisfied need is no longer a motiva-

tor). Alderfer called thigg'e frustration-ragression process.” Thus, it is possible
that a need may never cea-e to be a motivator. An associate who is well paid’
for a current job but continues to ask for raises may be frustrated in trying to
satisfy relatedness needs. This understanding is important for managers
because it may provide them with the reasons for a person’s behavior.

FERG theory has more research support than Maslow's hierarchy of needs.
For example, some research has found evidence for the three classifications of
needs.'0 Support has also been found for several of Alderfer’s basic proposi-
tions, such as the concept that a satisfied need may remain a motivator.!
Indeed, relatedness and growth needs have been found to increase as they are
satisfied. In other words, the more they are satisfied, the more they are desired.
However, more research on ERG theory is necessary to test its usefulness under
different conditions. In general, ERG theory may be viewed as a refinement of

the need hierarchy theory. -

Achievement, Affiliation, and Power

A third theory, largely developed by David MecClelland, also uses need classifi-
cations and focuses on the needs for achievement, affiliation, and power. Some
have referred to these as learned needs because they are influenced by cultural
background and can be acquired through training.!* The three needs are also
viewed as independent, meaning a person can be high or low on any one or all
three needs. Although all three needs are important, the need for achievement
has received the most attention from researchers because of its prominent

::-rganimniona] effects,1?

Need for achievement Need for Ackievement., Need for achievement has been defined as “behay-

_Theneed to behave ior toward competition with a standard of excellence.” In other words, people
's;t?“n:;:;“’;‘mhhl‘:‘“ witha  yeith a high need for achievement want to do things better and more efficienty
prc SRR than others have done before. People with a high need for achievement prefer

to set their own goals rather than to have no goals or to accept easily the goals
set for them by others. Specifically:

¢ They set goals of moderate difficulty but goals that are achievable.
e They like to solve problems rather than leave the results to chance.
They are more interested in achieving the goal than in the rewards they
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may receive, although they value their services and tend to earn good

incomes. ’

o They prefer situations in which they receive regular, concrete feedback
on their performance.'® .

s They are positive thinkers who find workable solutions to life’s
and challenges.'® '

s They assume a strong personal responsibility for their work.

hurdles

Some consider the achievement motive to be a component of self-actualiza-
tion.1” Achicvement is valued in the 1.5, society and i
well. Those who aspire to be entreprencurs or managers frequently have a high
need for achievement. People high on need for achievement do well in difficult
and challenging jobs that can cue the achievement motive. However, there is lit-
fle reason to expect that people with a high need for achievement will perform
particularly well on boring and routine tasks. Research has shown that man-
agers who are high achievers manage quite differently from those who are only
average achievers because they are more goal-oriented.'®

The theory and rescarch concerning need for achievement suggest several
implications for organizations. Although need for achievement is thought to be
a relatively stable characteristic in adults—and only about 10 percent of the
U.S. population have a high need for achievement—it is possible to train adults
1o increase their need for achievement. This training includes the following

ﬂﬂpﬁ:m
1. Teach people how to think like persons with a high need for achieve-
ment. This includes teaching people how to imagine the achievement
of desired goals and mentally ‘rehearse to reach
those goals.
2. Teach and encourage
goals.
k about themselves and their perform-

3, Give people concrete feedbac
ance. Make people knowledgeable about their behavior and its out-

COTMES.

4. Create esprit de conps.

Think back to the opening examples regarding
ing. Both create an environment with
of a high need for achievement in employees, although they accomplish this
objective in different ways. Bourdain creates esprit de corps by establishing what
he calls a tribal culture that provides various symbols of belonging. Boeing
establishes a similar environment by emphasizing the core value of working
together and by providing many opportunities for employces t0 share concerns
and knowledge. :

the steps necessary

people to set difficult but realistic work-related

Chef Bourdain and Boe-

Need for Affiliation. Less research has

than on need for achievement. People with a high need for affiliation have a
strong desire to be liked and to stay on good Lers with most other people.
Affiliative people tend not to make good managers because they often treat
different people in different ways (out of empathy,
apply consistent rules to everyone.
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characteristics that support development:
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and maintaining personal relationships-than with focusing on the task al
hand.
Need for Power. The need for power can be defined as the desire to inflv
ence people and events. According to McClelland, there are two types of need
for power: one that is directed toward the good of the organization (institu-
tional power) and one that is directed toward the self (personal power)™ People
high in the need for institutional power want to influence others for altruistic
reasons—they are concerned about the functioning of the organization and
have a desire to serve others. They are also more controlled in their exercise of
power. In contrast, those high in the need for personal power desire to influ-
ence others for their own personal gain. They are more impulsive in exercising
power, show little concern for other people, and are focused on obtaining sym-
bols of prestge and status (such as big offices).

McClelland’s research has shown that a high need for institutional power
is critical in high-performing managers. People with a high need for instin:-
tional power are particularly good at increasing morale, creating clear expecta-
tions, and getting others to work for the good of the organization. Chef
Bourdain, discussed earlier, is an example of a leader high in the need for insti-
tutional power. He calls all the shots in the kitchen; however, his rules and prac-
fices are clear and are for the good of the restaurant. Consequently, he has
developed a cohesive, wellfunctioning team.

Interestingly need for institutional power is more important for manage-
rial success than need for achievement. People high in need for achievement
take responsibility for their own work and require short-term feedback. They
are reluctant to delegate work to others and to be patient in working toward
long-term objectives—characteristics often necessary for effective managers.
Thus, we might conclude that the most effective managers are people who
have both a high need for achievement and a high need for institutional

PoOwWeET.

Two-Factor Theory

The two-factor theory (sometimes called the dualfactor theory) is based on the
work of Frederick Herzberg.2! It has some similarities to the other need the-
ories, but it focuses more on the rewards or outcomes of performance that
satisfy individuals’ needs. The dualfactor theory emphasizes two sets of -
rewards or outcomes—those related to job satisfaction and those related to
job dissatisfaction. This theory of motivation suggests that satisfaction and dis-
satisfaction are not opposite ends of the same continuum but are independ-
ent states. In other words, the opposite of high job satisfaction is not high job
dissatisfaction but; low job satisfaction. Likewise, the opposite of high dissat
isfaction is low dissatisfaction. It follows that the job factors leading to satistac-
tion are different from those leading to dissatisfaction, and vice versa.
Furthermore, receiving excess quantities of a factor thought to decrease dis-
satisfaction will not produce satisfaction, nor will increasing satisfaction fac-
tors overcome dissatisfaction.

The factors related to job satisfaction have been called satisfiers, or motiva-
tors. These are factors that, when increased, will lead to greater levels of satis-

_far:u‘-:-n, They include:
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Achievement

Recognition

Responsibility .

Opporwunity for advancement or promaotion
The work itself

e Potential for personal growth

e 0 0 8 9

The factors related to dissatisfaction have been called dissatigfiers, or
hygienes. When these factors are deficient, dissatisfacuon will increase. How-  Hygienes
ever, providing greater amounts of these factors will not lead to sadsfaction— Job factors that can lead

only to less dissatisfaction. Hygiene factors include: to job dissatisfaction but
not satisfaction. .

Salary

Technical supervision

Working conditions ;

Company policies, administration, and procedures

Interpersonal relationships with peers, SUpervisors, and subordinates
Stams

Security

Research has not generally supported Herzberg’s dual-factor theory®
'One criticism is that the theory is method-bound—meaning that support ¢an
be found for the theory only when Herzberg’s methodology 1s used.
Researchers using different methodologies to test the theory have not found
support. A second criticism is that the theory confuses job satisfaction and moti-
vation. As discussed earlier, in Chapter 5, job satisfaction does not always lead
to increased motivation. Happy associates are not always motivated associates.
The causal path can also go the other way—with motivation, and consequently
performance, influencing satisfaction—or there may be no relationship at all.
A third criticism is that motivators and hygienes may not be uniquely different.
For example, some factors, such as pay, can affect both satisfaction and dissatis-
faction. Pay can help satisfy basic food and shelter needs (hygiene), but it can
also provide recognition (motivator). =

Despite the criticisms of two-factor theory, managers tend to find it appeal-
ing. Indeed, Herzberg's 1965 Harvard Business Review article on this theory was
reprinted in a recent Harvard Business Reviewvolume (January 2003), indicating
that these ideas continue to be popular with managers. Ata practical level, the
theory is easy to understand and apply. To motivate associates, managers should
provide a job that includes potential for achievement and responsibility. They
should also try to maintain the hygiene factors at an appropriate level to pre-
vent dissatisfaction. Thus, managers can motivate associates by manipulating_
job-content factors and can prevent associate. dissatisfaction by manipulating
the job context or environment.

Perhaps the most important managerial conclusion is that organizations
should not expect high productivity in jobs that are weak in motivators, no mat-
-ter how much they invest in hygienes. Simply providing good working condi-
tions and salaries may not result in consistently high performance. Thus,
managers now pay much more attention 10 how jobs are designed. Indeed,
Herzberg's work helped launch the current focus on enriched jobs that empha-
size responsibility, variety, and autonomy.
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