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Preface

This book has been written to help experienced managers and those
aspiring to a career in management understand and deal with the
problems and opportunities they may face in managing people and
organizations in contemporary contexts. It has grown first of all from
material originally prepared for a distance learning course on the spe-
cialist masters programmes and MBA programme of Edinburgh
Business School, Heriot Watt University. Second, it also draws heavily
on my research, mostly with my good friends at the University of
Glasgow, into management, HRM, organizational behaviour and
change. Finally, I have incorporated insights from more than thirty
years teaching, consulting and managing people in the UK and a num-
ber of countries in Europe, North America and Asia.

The aim of the book is to fill a gap between conventional postgrad-
uate and executive texts on organizational behaviour and human
resource management. Arguably the former don’t focus enough on
management and what it is required of managers — indeed some are
almost anti-management — while the latter are too specialist for the
needs of people occupying more generalist roles. Moreover, the major-
ity of these texts are a little light on dealing with the contemporary
and changing contexts in which management is performed, often fail-
ing to make the connections with major international economic,
social and technological developments, the rise of creative and knowl-
edge-based industries, intangible assets as the basis of competition,
and the strategic concerns of organizations in the private, public and
voluntary sectors of modern economies. My hope is that readers will
find this book relevant to their existing or potential work as managers,
regardless of where they live, helping them understand and apply
some key concepts in business and management to their everyday
working lives and their longer-term thinking about the shape and
health of their organizations.
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Preface

The material in the book is based on a wide range of literature in dis-
ciplines and sub-disciplines that contribute to business and management,
including organizational behaviour and organizational theory, manage-
ment theory, human resource management, information systems, knowl-
edge management, operations management, marketing, economics,
international management, business history and strategic management.
There are also some chapters that are intended to be innovative in bring-
ing together bodies of knowledge that haven’t been integrated before,
particularly in the fields of corporate reputation, branding and people
management, and technology and people management. These chapters
are based on original work for the UK Chartered Institute of Personnel
and Development and speak directly to the future roles of HR specialists
and line managers. It has been suggested by reviewers that this eclecti-
cism and forward vision are part of the book’s strengths. However, I hope
that specialists in some of these areas may forgive the inevitable lack of
depth compared to that of their own works; this is always a danger of inte-
gration and attempting to move into new fields in business and manage-
ment. Yet, the work of managers rests upon being able to integrate ideas
and techniques from various disciplines, and books that help them along
the way should be of value in this regard.

I have written in the first person to make the book more accessible and
to avoid the spurious objectivity that is sometimes associated with writing
in the third person. Again I hope this will not offend my academic col-
leagues because it has not been written with them in mind. It is written
for managers and students, many of whom have suggested that writing in
such a style helps put a face behind the text, so long as it is not too intru-
sive. The book is also filled with examples, short cases and exercises, and
longer cases from different industrial and national contexts. Lecturers
and tutors can access additional cases and suggested answers to the
exercises and case studies in the book from a companion website
(www.textbooks.elsevier.com). These have all been tried and tested in my
own teaching in the UK, USA, continental Europe, Asia and Australia
and might be helpful in stimulating learning in your classrooms.
Students who seek feedback on how well they understand and can apply
the material in the book may want to use the review questions at the end
of each chapter, answers to which are supplied in the book. Though the
questions are of the multiple choice and true-false variety, often decried
by educators as irrelevant to deep learning, a substantial proportion of
these have been designed to test not only depth of understanding but
also application. I'm grateful to my colleague, Fiona Lennon, for help
with these.

Graeme Martin
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CHAPTER

An introduction to
managing people In
changing contexts

By the end of this chapter you should be able to:

describe and critically evaluate some of the key ideas underly-
ing the management of people in changing contexts;

apply the notions of universalism and relativism to the key
ideas and practice of modern management, especially to our
understanding of ‘best practice’;

understand the importance of mindsets in management and
how these influence managerial practice;

understand how ideas about management change, and how
the economic environment and the influence of management
thinkers can cause changes in our understanding of good
practice in management;

critically evaluate the role of management thinkers in pro-
ducing useful knowledge about management.



2 Managing people and organizations in changing contexts

Understanding m -

Introduction

According to Peter Drucker, one of the most prominent business
gurus of recent times, management is a timeless, human discipline. It
has been used to build the Great Wall of China, to run empires and
armies throughout history, and to guide the development of the joint
stock company, which has been the key institution in the develop-
ment of modern capitalism. During the later part of the twentieth
century and the early part of the twenty-first century, management
became one of the fastest growing occupations, because managers
are usually (but not always) seen to be essential to organizational suc-
cess (Bloom et al., 2005). Moreover, whether we work in the private,
public or voluntary sectors of the economy, managers and their work
touch virtually every aspect of our economic, social and, increasing-
ly, political lives. Those of you who aren’t yet a manager but aspire to
be one most likely will have had direct experience of being managed
by others. Sometimes this experience will have been positive, leading
you to achieve excellent results, and sometimes it will have been neg-
ative, perhaps leading to underperformance, to undue levels of
stress, lack of esteem or lack of job satisfaction. Even those who are
experienced managers need to reflect on their managerial abilities
or competence, and to work continuously on perfecting their craft.
This text is aimed at helping both aspiring and experienced man-
agers explore the nature of management and managing the overall
process of management and, as Drucker pointed out many years ago,
specifically to address the key problem of managing people. It has also
been written from the perspective that the practice of managing peo-
ple is influenced by the context in which it is performed, and that con-
texts change over time.

Key questions on management knowledge

When we embark on any study of management, it is important for us
to understand the relationship between theory and practice, not least
because we are usually taught theories that we rightly expect to be able
to put into action. During a period of more than 25 years teaching
management students and executives in many different countries,
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there are two questions that I am continuously asked concerning the
nature of management knowledge:

1 Is there a one-best-way or set of best practices in manage-
ment? Or, to put this question in slightly more formal terms:
(a) Is there a single set of truths about management that rep-
resents its core body of knowledge, and (b) if so, can this body
of knowledge be applied in most, if not all, contexts?

2 Why is it that ideas about business and management seem to
be a bit like the fashion industry, with new ideas being pro-
posed every week?

Increasingly, I'm of the opinion that these two questions should be
raised when studying management, or when contemplating any ideas
from consultants, conferences or the increasing volume of business
books that we find in airport bookstores and on the Internet. Such
questions are particularly relevant because many managers, one sus-
pects, are looking for knowledge that helps them simplify the world
they must confront, especially given the increasingly complex nature
of the environment in which they work. To be told there is the possi-
bility of a ‘magic bullet’ or ‘one-best-way’ is an attractive proposition,
because it means they don’t have to think too much about what they
are doing. And, as Henry Mintzberg (2004), one of the most insightful
commentators on management, pointed out, managers are very much
focused on ‘doing’ rather than reflecting, especially reflecting on aca-
demic theories dreamt up by people who have very little experience of
practising management. However, the prospect of a magic bullet, con-
tained in the nostrums of a single management book or ‘bulleted pow-
erpoint’ presentation, is not something that usually accords with their
experience. This is especially true when nearly all new books, courses
or consultants tell them there is a better way of doing things, which is
usually the way advocated by the author, teacher or adviser. First, how-
ever, they are usually required to discard their old models of manage-
ment and, with them, their personal investment in old and ‘no-longer-
useful’” ideas. For their pains, they usually get little more from new
‘guru-speak’ than a recycling of even older ideas, often with their ori-
gins in the early 1900s, but dressed up in new clothing or new ‘spin’.
As a result, they become sceptical or even cynical about any new busi-
ness programme or form of management education. If such a process
sounds familiar, then you are in tune with many of the critics of busi-
ness education and the management consulting industry.
Paradoxically, regardless of the extent to which the management con-
sulting and education industry is challenged to explain its relevance by
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business leaders and politicians, its influence has become more wide-
spread.

In this chapter we shall address the two questions raised at the
beginning of this section. I do so because it is in everyone’s interests
— teachers, students of management and examiners alike — to avoid
the reputation for lack of relevance that management knowledge
enjoys with many practitioners (Dipoye, 2005). Such a reputation has
largely come about because dominant sections of the producer com-
munity of management knowledge — the producers of business guru
books and the management consulting industry — have oversold the
idea of the one-best-way, in wave after wave of management fads
(Pascale, 1999). Francis Wheen (2004) has labelled much of this
material, especially the self-help books by ex-business leaders, as ‘old
snake oil in new bottles’, pointing to the often messianic salesman-
ship of banal aphorisms dressed up in jargon and pseudo-scientific
phrases, such as ‘re-engineering, benchmarking and downsizing’. If
the guru industry has not helped the cause, neither have many man-
agement academics. In certain sections of the ‘academy’, it has
become fashionable to adopt the opposite position of extreme rela-
tivism, that there are no truths about management and, since we live
in an increasingly changeable and therefore unknowable world,
there is nothing worth teaching about management. Serious practi-
tioners and students of management, no doubt, are looking in
between these two perspectives for something that combines the
rigour of the best of the academic world with the relevance that good
consultants and reflective practitioners can bring to organizational
decision-makers. So, to address these questions, we have to go back
in time to examine two concepts in management that go straight to
the heart of the rigour—relevance debate. These concepts are univer-
salism and change.

>

Universalism and relativism in management

There have been many books aimed at helping managers understand
and improve their management skills, not just in the area of people
management but in other managerial functions such as managing
information, budgets and finances, and operations. Many of these
books take a universalist perspective on management.
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boundaries.

Key concept: The universalist perspective on management

The proposition is that it is possible to discover a set of universal truths concerning
principles, values and morals that can be equally applied in all business and manage-
ment contexts. These truths can be established either by reasoning from first princi-
ples or by empirical observation. The fundamental points of this perspective are its uni-
versal application and its relative permanence, though most universalists acknowledge
that the gradual accumulation of new knowledge can improve our thinking. Such a
perspective is associated with attempts to establish a science of management, and to
establish universal codes of ethics for business behaviour that transcend national

Such a view dates back to before the end of the nineteenth century,
best exemplified by the works of Frederick Taylor in the USA, the so-
called father of scientific management, and by the French businessman-
theorist, Henry Fayol. Both of these writers developed a set of principles
of good management that have formed the basis for much management
education (Clegg et al., 2005), and their works are still discussed today
in undergraduate and graduate classes in business and management all
over the world. We shall return to their ideas later in this chapter.

Perhaps more controversially, the universalistic perspective con-
tends that most of these management principles can apply regardless
of national cultural and institutional context. Jack Welsh, the former
CEO of General Electric, best exemplified this view when he once
opined that what was good for his company was good for the rest of
the world. Welsh’s view reflected the dominance of the American
management model, which has influenced thinking and practice in
many countries. There are at least three possible explanations for
such dominance. These are: (i) the influence of US multinationals on
global economic development; (ii) the influence of management
education programmes such as the MBA — an American invention
in the late nineteenth century; and (iii) the influence of the global,
but mainly US, management consulting and management guru
industries.

There is undoubtedly something in the claims of universalists, given
the history of post-Second World War reconstruction and the reliance
on US finance and ideas to rebuild the economies of Europe and
Japan. The UK, Germany and Japan adopted many American ideas
and accepted aid that, in turn, was dependent on their acceptance of
American ways of managing (Locke, 1996). However, the adoption of
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American ideas did not, as some people claim, result in the
‘Americanization’ of business and management in these countries. For
example, in the 1970s and 1980s, Japanese companies came to
dominate world markets in industries that the USA had traditionally
owned (Pascale and Athos, 1981) by using techniques of quality man-
agement and production management that have since become popu-
lar in many Western organizations. Similarly, German companies
developed their own way of managing and running businesses, based
on their historical veneration of engineering specialists and the adop-
tion of ‘co-determination’ before and after 1945, a practice that gave
employees a much greater say in the running of companies (much to
the distaste of some US occupying generals and CEOs). Consequently,
there were severe limitations placed on the forces for convergence on
and around the American model of management. This limitation of

universalist principles is one of the key themes of this book.

Time Out: Think about this: the history of co-determination in
Germany

Historically, German business managers have had much less faith than the Americans
or British in the powers of markets to regulate business and competition, and have
placed greater store in the power of the national and state governments. Thus, co-
determination in Germany has its origins in legislation passed in the early 1800s to give
workers rights to social insurance and, later, in 1891, to rights to participate in man-
agement decision-making, involving joint consultation on social matters at work.
Following the First World War, in 1918, German employers, rather reluctantly, suc-
cumbed to pressure to give ‘employees rights to co-determination with management in
social policy and to be consulted in personnel and economic decisions’ (Locke, 1996,
p. 58). Subsequent legislation in 1920 allowed for the creation of works councils in
firms employing more than 20 employees to act on social, personnel and economic
matters. Hitler and the Nazis dissolved works councils when they came to power in the
1930s, but following pressure from the Christian churches and trade unions after the
Second World War, co-determination was re-established to give workers even greater
rights to co-decisions in the running of firms on economic issues, including ‘expan-
sion, consolidations and shutdowns’, and to joint consultation in the purchase and sale
of equipment, changes in production methods, accounting procedures, etc.

The passing of such legislation was done when Germany was in the hands of occupy-
ing forces, most notably the Americans. This was surprising in some respects, because
without US approval German discretion to pass legislation was severely limited. The
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American attitude to co-determination during the period varied between early accept-
ance — it wouldn’t work in America, but was perhaps good for Germany — to outright
opposition. However, what became the official American line was that German business
would lose control of its affairs, and thus the essential and inalienable rights of stock-
holders would be violated. Such opposition by the US to German attempts to reintroduce
co-determination was exemplified by the role played by General Lucius Clay, leader of the
occupying US administration, who obstructed and vetoed the rights of individual
German states (the Ldnder) to pass such legislation for as long as he was able. Though,
over time, American opposition to the rights of the German government to establish co-
determination diminished, the business press and major figures in the US business com-
munity continued to see such legislation as an attempt to establish socialism in capitalist
industry. To the extent that these people had influence over American aid through the
Marshall plan to German industry, German managers were perceived to be playing a dan-
gerous game, but continued to do so nevertheless. In this important sense, US attempts
to impose on Germany a USstyle ‘best practice’ and a way of managing failed: ‘German
entrepreneurs rejected American managerialism’ (Locke, 1996, p. 64).

Source: based on Locke, 1996.

We can see from the above example that the universalistic view on
best practice in management has not always found favour with man-
agers outside the USA. Similarly, not everyone in the notfor-profit
public or voluntary sectors of modern economies would agree that best
practice developed in the for-profit, private sector is superior or trans-
ferable to contexts that are not subject to the overarching goal of
increasing the value of shareholders in the business. Instead, we are
beginning to witness an increasingly influential relativist view among
management academics and practitioners (Whittington, 2000).

Key concept: Relativism in management

Relativism expresses the idea that it is not possible to establish a set of universal truths con-
cerning principles, values and morals about management that will not at some later time
be abandoned and replaced by another set of truths. Relativism in management is often
associated with the idea that management practices and values cannot be abstracted from
the context in which they were produced and easily transferred to other contexts.
Extreme versions of relativism in management hold that there is no such thing as reality,
certainty or ‘social facts’, and that all views about management are essentially value judge-
ments. The principle aim of relativists in management is to give less powerful people and
groups a greater voice in public discourse about how they should be managed.
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For example, the practice of management in France is sometimes
quite different from the practice of management in the USA because of
the relatively unique nature of the French business sector, its history, its
national cultural characteristics and institutional (legal, social, educa-
tional and political) norms (Lawrence, 2002). Thus, managers brought
up in the French business system literally see through different eyes and
ears to American managers, and are sometimes not able to understand
each other, even if they both use a version of American English. French
business management is reputed to be hierarchical and individualist in
nature, and was unable to accommodate the bottom-up, group decision-
making of quality circles, one of the fashionable techniques adopted by
many global companies in the 1980s. Another example of a relativist per-
spective that is influential in management is the so-called constructivist
approach to learning, which we shall discuss more fully in a later chapter
in this book. The constructivist approach to learning is often contrasted
with a cognitive or ‘schooled’ learning approach, in which abstract prin-
ciples are taught to students in a classroom, as is often the case in many
management courses. Constructivists argue that we learn most effective-
ly through active participation rather than as a passive recipient in which
knowledge is ‘poured’ into our heads through instruction in a class-
room. However, when we engage in active learning, all such knowledge
becomes personal to us. So, for example, my knowledge and under-
standing of what I am writing will be different from yours as an individ-
ual reader of this text, and it will also be different from that of others
who read the same text. But, since all knowledge is personal and sub-
jective, and not something that is literally ‘out there’ and ready to be
grabbed like an apple on a tree, it is mainly tacit (in people’s heads and
hands) and highly specific to the context in which it is produced. Seen
in this way, management is best viewed as a craft learned in context
rather than as an abstract science (Mintzberg, 2004). So, learning to
become a manager is most effectively undertaken by serving a long, on-
the-job ‘apprenticeship’, often as part of a ‘community of practitioners’
in a particular industry or company (Wenger, 1998).

My position on this debate between extreme versions of universalism
and relativism is somewhere in between the two, often depending on
the context of application. Clearly, ideas about management devel-
oped in one situation can take root in other contexts. For example, the
popularity of the MBA as a global form of management education
would be unsustainable if this were not possible. Moreover, the success
of multinational companies rests in part on their ability to transfer
learning in one part of the world to another, often in the form of
model practices and values. However, the perspective taken in this
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Stability and chang

management

book is more relativist in the sense that context and individual inter-
pretation of ideas are seen as very important in influencing action.
Perhaps this is best explained by an organic, gardening metaphor.
According to John Seely Brown (2000), an eminent American aca-
demic, transferring so-called best practices from one context to anoth-
er is like uprooting a tree from the fertile soil that gave it life and its
particular form or shape and attempting to replant it into a different
kind of soil, the properties of which are unknown or at least partially
uncertain. It is unlikely that one can know with any certainty in
advance the kind of tree, or anything resembling the original tree, that
the soil and microclimate will produce. Thus, at best, the status of such
best practices can be described as ‘promising’ (Leseure et al., 2004),
but they are fraught with problems of becoming embedded into his-
torically, culturally and institutionally different contexts (Zhang and
Martin, 2003). This transfer problem applies equally to industrial con-
texts, such as the transfer of private sector practices to the highly politi-
cized public sectors of healthcare, education and local government.

To return to the first of our two questions, concerning the possibility
of a one-best-way of doing things or set of best practices in manage-
ment, my answer is a qualified yes and no. A ‘yes’ relates to the con-
tention that there is a body of knowledge about management that we
can legitimately teach and use in many different contexts, even though
that body of knowledge has been developed for the most part in the
USA and was founded on a private sector, market-driven model. ‘No’
is an answer because there are no ‘magic bullets’ nor a ‘one-best-way’.
Our knowledge and practices should enjoy the status of no more than
‘promising’, and we have to think deeply and sensitively when applying
these in different contexts, whether these are national cultural, indus-
trial or company settings.

Key features of models of management

If context is an important theme in recent management literature, a
second key theme concerns the nature of change and stability in models
and theories of management and their acceptance by managers. Like
many relatively immature bodies of knowledge, the study and practice
of management is no exception to the influence of fashionable or
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faddish ideas, with change being a recurrent theme in the literature,
and the new ‘big’ idea being promoted every few years.

However, as some writers have pointed out, the debates over what
constitutes the best way to manage show a remarkable stability over
time, especially with regard to the choices among available models and
theories. These models are often said to resemble paradigms, a scien-
tific word referring to the existence of particular kinds of worldview,
which comprise a relatively coherent set of theories, metaphors and
practices. Paradigms are also notable for being relatively stable in a
particular scientific community for many years until the next ‘big idea’
is developed around which a competing paradigm forms.

In business and management, the term ‘paradigm’ tends to be used
a little more loosely (Clarke and Clegg, 1998), often describing a set of
assumptions and values about how the organizational world works and
how it should work, which we might describe as a mindset (Morgan,
1997). This is rather different from the way in which the term was orig-
inally intended to be used in describing a set of coherent and explicit
theories about what scientists were studying. Most managers operate
and adhere to particular mindsets, even though they are unable to
articulate the assumptions and theories underlying them.

There are at least three important points about mindsets. First, they
are simultaneously useful and limiting, since a way of seeing is also a
way of not seeing. Second, seeing the world through particular mind-
sets may lock us into our own ‘psychic prison’ (Morgan, 1997) and
result in self-perpetuation of old ideas and managerial regimes. Self-
perpetuation can be a force for stability, but it can also prevent or con-
strain much-needed change. For example, Richard Pascale (1999) has
claimed that ‘nothing fails like success’. He has argued that success is
based on becoming highly attuned to, and skilled in, managing and
organizing in one set of competitive circumstances. However, if and
when these circumstances change, we are often unable to change our
mindsets rapidly enough to produce the appropriate responses. Third,
it forces managers to reflect critically on their mindsets to produce the
kind of change that is needed in modern organizations.

These three points have given rise to what is probably the major
debate in management theory over the last century between mecha-
nistic forms of organization, characterized by ‘top-down’ modes of
control, and organic forms of organization, characterized by ‘bottom-
up’ modes of control, human relations principles and the attempts to
engineer strong organizational cultures (Hoopes, 2003), issues to
which we shall return in this book.
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The mechanistic mindset

Many managers see their ideal organization as a well-oiled machine, in
which everyone and everything is treated as a replaceable part. In such
‘machines’, predictability and control are the most important design
features and are frequently accompanied by hierarchical organization
structures. Not unnaturally, this view serves the interests of managers
who advocate such a perspective, since the people who are most impor-
tant in machine-like organizations are the designers and planners (i.e.
the managers). Thus, managers who benefit from the machine view of
organizations by running a ‘smooth operation’ tend to keep things
that way. They do so by imposing their mindsets on others and by the
kind of actions they take, such as recruiting, developing and promot-
ing people with similar mindsets. Henry Mintzberg (1983) labelled
these managers the ‘technostructure’ to capture their rational design
and planning mindsets and characteristics.

This machine view of organizations is not in and of itself a problem,
since classical machine-like organizations, such as public sector
bureaucracies and armies, usually work well in stable and predictable
circumstances — for example, in state-run, planned economies or dur-
ing conventional warfare. However, if the circumstances change — for
example, if economies suddenly become open to market circum-
stances, as happened in the former Soviet bloc, or if warfare becomes
unconventional, as is the case with the ‘war against terror’ — machine-
like organizations often lack the intelligent capacity to take action
themselves to adapt to these changing environments. This inability to
adapt is a direct consequence of the mindsets and actions of machine-
like minds, and of the vested interests of those who are in control.

Beyond the mechanistic mindset

This machine view of organizations dominated much managerial
thinking and action until the 1970s, and in some cases continues to do
so. For example, you cannot run a highly reliable organization such as
a nuclear power station on anything other than machine-like princi-
ples, for the most part at least. However, with the changes that
occurred during the last few decades of the last century, it became
increasingly obvious that old ways of seeing had to give way to new par-
adigms, based on the notion of open systems and the need for organi-
zations to take into account their external environments. Thus, we
began to see a mindset developing among managers of organizations
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as adaptive systems, in which they had to take into account what hap-
pened outside the organization, e.g. changes in market structure and
customer preferences, and be able to respond quickly and flexibly to
these changes. Such a mindset or metaphor is often described as the
organic view, reflecting the biological origins of open systems thinking
and the relationship between living systems and their environments.
This organic metaphor has come to dominate much of managerial
thinking and practice, especially in the economies of the developed
countries, in which uncertainty and, often fundamental, change are
the key characteristics. These changes have included the effects of dis-
ruptive technologies such as the Internet, which have effectively
changed the rules of doing business in many industries. They have also
included the effects on global competition from rapidly growing coun-
tries such as China and India during the first decade of the twenty-first
century.

Explaining changi -

The key questions

There are two key questions concerning the relationship between
ideas and action that make it important for us to have some answers so
that we can become more effective managers. The first question is:
Why does a particular mindset, such as the mechanistic and organic
one discussed previously, come to dominate managers’ thinking at par-
ticular points in time? Though you may think that much of what you
read in management texts is new, most of the ‘new’ ideas have their
origins in much earlier theories, and those of us who have been
around for a long time often get a sense of ‘old wine (or even old
snake oil) in new bottles’. The second question arises from the first
one and concerns the idea of progress in our thinking and practice.
Much of what we read in management textbooks implies progress,
involving a change from one mindset or model to another, more ideal,
mindset or model. This is particularly evident in the example of the
mechanistic and organic mindsets, where we have come to believe that
organizations (and their managers) that are ‘fast, flexible and friend-
ly’ are inevitably superior to those of more traditionally mechanistic
styles. Having an understanding of these questions is useful not mere-
ly to academics but also to practitioners because, as the famous British
economist John Maynard Keynes once pointed out, everyone who
claims to be practical is ‘a slave of some usually defunct theory’. More
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National

recently, organizations such as the UK Chartered Institute of
Personnel and Development (CIPD) have begun to examine the rela-
tionship between different kinds of knowledge, how we learn and what
we do. Their research report on this issue (CIPD, 2002) has pointed
out that whatever theory of learning one adheres to, they all agree that
‘theoretical knowledge’, often in the form of mindsets, has an intimate
relationship with practice. So, to provide an answer to these two ques-
tions on changing mindsets, we can briefly examine two sources of
explanation. These relate to changing models of national economic
success and to sources of institutional pressure to adopt new ideas and
practice, namely so-called ‘guru’ theory.

economic success and business

As has already been pointed out, for most of the last century and cer-
tainly since the end of the First World War, models of business and
management have been drawn from the success of the American econ-
omy and from the teachings of the US business gurus and business
schools. American models of management, based on mass production,
financial control and the M-form or multidivisional organizational
structure, came to dominate (Goold and Campbell, 2002). As we have
seen, their principles were exported overseas by the US government as
a condition of aid for reconstruction, by US multinational companies,
and by the growing number of business schools, academic research
and business gurus that began to influence European and Asian
economies (Hoopes, 2003).

Interestingly, however, for a short period during the 1960s and
1970s, managers also began to look to Germany and Sweden for inspi-
ration, following the economic success of these two countries during
the same period. This was best exemplified by the interest shown in
newer forms of work reorganization developed in companies such as
Volvo and Saab, which adopted autonomous group working and job
satisfaction as guiding principles to produce their automobiles. These
ideas of autonomous group working and more democratic forms of
decision-making were offered as a contrast to the more top-down mod-
els of low=skilled mass production associated with the US automobile
industry.

The best example, however, of just how powerful national economic
success is in explaining the acceptance of ideas about management is
the case of Japan in the 1980s and 1990s. During that period, Japanese
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organizations came to dominate in industries that the USA had once
‘owned’, including automobiles, consumer electronics and business
machines, such as electronic cash registers and photocopiers. They also
became major players in other forms of manufacturing, including ship-
building, heavy engineering, construction and financial services. This
was often explained by the quality ‘revolution’ initiated in Japan by
Edward Deming, a US civil servant and academic who was neglected by
senior US business leaders but idealized by Japanese senior managers
after his lengthy visit following the Second World War. Japan was also
noticeable for exporting ideas in labour relations, group working and
new forms of organization to the USA and Europe, most noticeably the
‘lean production’ system, during the 1980s and 1990s.

However, during the 1990s, America experienced eight years of
unprecedented economic success under the Clinton administration,
which, coupled with the relative decline of Japan and Germany during
that same period, left the USA as the dominant world economic super-
power. By the beginning of the current century the wheel had turned
full circle, with the American model of business being the only one to
show sustained success, apart from the developing economies such as
China and India. As a consequence, there have been many attempts to
attribute such exceptional US economic and industrial success to the
American way of managing and to American values and institutions
(Collins and Porras, 1994; Collins, 2001), which, in turn, has pressured
countries such as Germany and Japan to accept US ideas, especially in
respect of the virtues of flexible labour markets and freedom from
government intervention. During this same period, the influence of
US business gurus and the major US business schools has also been
exceptional (Mintzberg, 2004), with the Master of Business
Administration degree (MBA) becoming one of the world’s major edu-
cational brands, especially when gained from prestigious universities
in the developed world.

Just as in the 1960s, however, there have been limits to US dominance
over ideas on effective business and management, especially following
the problems of the collapse of major international companies such as
Enron, WorldCom and Tyco in the early part of this decade and the
‘fall-out’ from the Iraq war in 2003. For example, during that year a
major study by DDB, a US consulting company, was initiated to exam-
ine the brand image of America and American companies among 17
countries. This work showed that America and American business were
‘viewed as arrogant and indifferent to others’ cultures; exploitative, in
the sense that it extracted more than it provided; corrupting, in that it
valued materialism above all else; and willing to sacrifice almost



Chapter |

An introduction to managing people in changing contexts I5

anything to generate profits’ (The Economist, 28 February 2004, p. 76).
A further study was conducted one year later, showing little improve-
ment in overseas perceptions of America’s image. In the field of human
resource management (HRM), this problem with the American model
has been especially true for some considerable period of time. For
example, many Europeans have questioned the appropriateness of
much of US employee relations practice, with its focus on individualism
and ‘short-termism’, its morality in laying off employees without warn-
ing, and its appropriateness to social market economies that are based
on employee participation in business decision-making. As a result,
there have been various attempts to develop an alternative European
way of managing people (Brewster and Harris, 1999). Similarly,
Australians have sought to develop their own models of leadership and
management, and the rapidly growing Chinese economy and indige-
nous industry have attempted to embed mainly American ideas into
their own culturally and institutionally specific ways of doing things
(Zhang and Martin, 2003). Consequently, it is sometimes argued that
we may be witnessing a fragmentation of models, with no single set of
ideas dominating the management agenda (Clarke and Clegg, 1998).
We also seem to be witnessing a major debate on the appropriateness
of the appeal of the US business and management model to the rest of
the world. Some writers have described this debate as being between
the forces of global convergence (largely those of American multina-
tional corporations and consultants) and those of divergence, with its
emphasis on the importance of national mindsets (local cultural and
institutional ways of seeing and working) (Sparrow and Hiltrop, 1997).

Dominant ideas and ‘guru theory’

As we have noted, paradigms also appear to change because certain
influential theorists or practitioners who make up the so-called manage-
ment ‘guru’ industry develop new ways of working and thinking
(Collins, 2001). Acceptance of these new ideas occurs not only because
these ideas are in and of themselves somehow better than previous ones,
but also because you need willing consumers as well as willing producers
in the rapidly growing marketplace for knowledge. And, as many critics
of management consultancy have noted, willing consumption is often
associated with serving the career interests of particular groups of peo-
ple in organizations or for non-rational institutional reasons such as the
pressures to imitate other organizations because of what is expected by
institutional shareholders or government officials, or adopt practices to
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conform to social network pressures — the fear of being ‘left out’
(Wheen, 2004).

James Hoopes (2003) has described the role played by ‘guru’ aca-
demics, consultants and reflective practitioners who have had a major
influence on new ideas and examples of so-called best practice in man-
agement during the last 100 years. Hoopes emphasized the two, recur-
rent big ideas in management and showed how interest in these two
ideas has ebbed and flowed in popularity over time. These two ideas
are top-down control and bottom-up management. Top-down control is best
exemplified by Frederick Taylor and his school of scientific manage-
ment in the late 1800s and early 1900s, which emphasized the impor-
tance and power of a new managerial ‘cadre’ in convincing or forcing
workers to do what these managers wanted them to do. Usually, this
involved heavy doses of close and direct supervision, and payment-by-
results systems to motivate workers. Taylor and his followers, including
Henry Gantt and Frank and Lilian Gilbreth, were important in spread-
ing the gospel of scientific management. However, it took Henry Ford,
the founder of the Ford Motor Company, to apply Taylor’s ideas by
linking them to technological control embodied in the moving assem-
bly line, before they became practically important. As a result, Fordism
became the dominant mode of organizing and managing during the
twentieth century. It is usual in academic texts to trace some of the
modern management techniques that we shall discuss during this
course to Taylor and Ford’s ideas of top-down control, including ‘busi-
ness process re-engineering’ and ‘lean production’.

By contrast, bottom-up management, according to Hoopes, is asso-
ciated with a more humanistic or, some would argue, realistic belief
that such top-down control is ultimately self-defeating. At least two
arguments have been used to explain the negative side to top-down
management. The first of these, the alienation thesis, became fashion-
able in the 1930s, and is still an important argument by many com-
mentators on work and employment relations. It concerns the nature
and scale of opposition by employees during the twentieth century to
having their work ‘Taylor-made’. Indeed, this kind of thinking was
used to explain the rise of trade unionism during that period and
much of the industrial unrest that characterized industrial and labour
relations in many advanced economies. The second argument, the
changing nature of work thesis, has two variants, according to which sec-
tor of advanced industrialized economies is being put under the spot-
light. The slightly older variant has focused on the nature of work in the
growing service sector of most developed and developing economies.
Jobs in this sector, it is argued, are characterized by employees having
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greater control over how they perform their jobs than in the tradi-
tional manufacturing sectors, largely because of the difficulties in
measuring employee output. Services are by definition more qualita-
tive in nature because there is often no tangible output and, in the case
of personal services, they are ‘consumed’ immediately. Think about
the quality of service provided by checkout operators in a retail store
and then think about the difficulties in measuring their output. High-
performing retail organizations such as the UK-based Tesco, which
regard the service provided by their checkout operators as the key to
getting repeat business, place great emphasis on the links between sat-
isfied and committed employees, high-quality service and strong brand
performance. This link between committed employees and the serv-
ice—profit chain is the major element in Kaplan and Norton’s (2001)
‘theory of the business’, to which we shall return in Chapter 6.

The newer variant has developed because of the increased emphasis
on knowledge work in modern economies, which became especially
fashionable to emphasize following the ‘dot-com’ boom in the USA
and Europe in the late 1990s. The argument here is that knowledge
workers (and most skilled and professional employees can be labelled
thus) enjoy genuine power vis-a-vis employers over the one scarce,
non-substitutable resource that modern organizations use to compete,
and that is knowledge and information (Evans and Wurster, 2000).
The old adage that ‘knowledge is power’ has never been more true, it
is argued, and in organizations that rest on knowledge as their distinc-
tive competence, managing employees who have effective control over
it has become a different proposition from managing large numbers of
unskilled workers, whose prior knowledge has been effectively relocat-
ed into machines. So, for example, the models of top-down control
that were employed in motor vehicle manufacture are not seen to be
relevant in managing consulting firms, healthcare or science-based
industries such as biotechnology. Getting the best from employees in
these kinds of industry, where expertise is often located in unwritten,
tacit know-how built up over years of experience, usually requires
organizations to provide them with high levels of involvement in key
decision-making rather than tell them what to do and how to do it,
since managers often lack the expertise to do so. Think of the prob-
lems and conflicts that occur between hospital administrators and
medical practitioners, or between managers who do not have a tech-
nical background and technologists, and you begin to get a sense of
the need to manage differently.

There are two final points I wish to make in this section on domi-
nant ideas and guru theory paradigms. The first is that our models of
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management do change over time, often in a cyclical fashion. In con-
nection with the two big ideas of top-down control and bottom-up
management, it is clear that they have ebbed in and out of fashion
throughout the last 100 or so years. Often, this has been a reaction to
the worst excesses of their application, as in the case of scientific man-
agement, or because they have failed to deliver what was promised,
which was the case with business process re-engineering and some ver-
sions of human relations teaching. Change and changefulness are at
the heart of business and management theory and practice because
organizations are always in a process of ‘becoming’, especially given
the often turbulent nature of their environments. Thus, any text and
course on management has to reflect such change and make it a cen-
tral feature of the analysis.

The second point is to warn you about some of the worst excesses of
guru theory and the kinds of material that you can often pick up in air-
port bookstalls. Willing consumers of management knowledge, looking
for quick fixes, are sometimes motivated by the search for ‘newness’. As
a consequence, we are witnessing the creation of a fads and fashion
industry for management knowledge (Joyce et al., 2003). Pascale (1999)
identified many such fads that, in their day, laid claim to paradigm sta-
tus, most of which have been discredited or else have been counter-
manded by other fads and fashions. Because of this faddist nature of
management, the whole discipline of management has been character-
ized as little more than an immature body of knowledge lacking a prop-
er scientific basis and bedevilled by inconsistencies and contradictions
that would not be tolerated in any other area of scientific life
(Micklethwait and Woolridge, 1997). This faddish nature of much of
management knowledge has been seen as the cause of the low status of
business schools within the university community and has raised severe
question marks over the role and content of courses such as the MBA.

In this book I hope to help you avoid these pitfalls and help you learn
useful, though often critical, ideas that have stood the test of time.

A framework for -

Bearing in mind the issues previously raised in this chapter about the
nature of management and change, the course focuses on the prob-
lems of managing people in changing contexts. To help guide you
through the rest of the book, let’s look at Figure 1.1.

Any book in management has to begin with an examination of the
nature of what is being studied and practised, which is the subject of
Chapter 2. In this chapter I have adapted and reworked some ideas by



Chapter |

An introduction to managing people in changing contexts 19

Figure 1.1
A framework for
the book.

The Corporate Context
and Managing
People (Chapter 6)

Managing in an International
Context (Chapter 5)

Managing in the
Organizational
Context (Chapter 4)

Managing in the
Individual—
Organizational
Context (Chapter 3)

The Nature of
Management, Managers
and their Work
(Chapter 2)

The Knowledge
Context and
Managing People
(Chapter 7)

The Technological
Context and People

Management
(Chapter 8)

Managing
Organizational
Change (Chapter 9)

well-known management theorists to produce a model of a well-rounded
manager who is capable of operating at different levels and in differ-
ent contexts in modern economies. This model of management
should help you to think more reflectively about your own job and oth-
ers you may move into during your career.

The first premise of the model is that management is practised at
different levels — managing on the inside, managing across the organ-
ization and managing on the outside, which we discuss in Chapter 2.
Managers who are unable to deal effectively with people at these dif-
ferent levels are increasingly unlikely to deliver strategic goals. This is
equally true for human resource managers and many line managers,
who have traditionally defined their roles as managing on the inside,
as well as marketing managers, whose roles have naturally inclined
them to manage on the outside.

The second premise of the model is that managers are being asked to
manage in changing contexts, which, in some respects, are qualitatively
different from the experience of managing even a few decades ago. Let’s
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take an example from a real life case I came across quite recently. A sen-
ior sales manager, working for a leading international instrumentation
company, is asked to take on the role of managing a global team of high-
ly qualified, highly paid sales engineers, operating in ten countries. It
makes little sense to have these sales engineers relocate to head office, so
the organizational structure has to be ‘virtual’ and the senior sales man-
ager will have to learn to manage at a distance and across time zones. The
problem has come about because the company has grown rapidly
through acquisition and has taken over companies in these ten countries
during the previous two years. His job is to instil a sense of corporate spir-
it into these engineers as well as support them in their aims to develop
their own national markets. Thus, he faces the problems of managing a
disparate group of people, from very different national and organiza-
tional cultures, to manage locally and integrate their efforts with each
other, thereby aligning them with the strategic aims of the company.

This example throws up the problems of managing in multiple,
changing contexts. Our senior sales engineer’s initial problem is to
understand the different expectations, needs and attachments that
connect individuals with organizations — their psychological contracts
— and how best to exercise leadership in circumstances where people
are likely to differ markedly in their expectations, needs and attach-
ments. This is the subject of Chapter 3. Then he has to understand
how organizational structures can influence individual and group
behaviour, and how to design and operate in structures that are more
complex and virtual than those he has previously experienced, which
is the subject of Chapter 4. He also faces the problems of managing in
an international context, which is sometimes defined in terms of over-
coming the ‘liability of foreignness’: How should managers deal with
the costs of doing business abroad, arising from unfamiliarity with the
cultural and institutional environment and the needs for coordination
across time and space? This is the subject of Chapter 5.

Moving on, the example raises problems of how to create a sense of
corporateness in a previously fragmented organization because the
organization wishes to leverage its international brand for new mar-
kets. It also raises the problems of managing employees who are knowl-
edge workers, many of whom are individualistic by nature and can
exercise lots of power because of their understanding of local markets,
and the issue of how technology might be used to achieve global inte-
gration of the sales team in a way that was close to impossible before
the introduction of the Internet. So, in Chapter 6 we shall look at the
corporate context and examine the problems managers face in
creating strong corporate reputations and corporate brands. In
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Chapter 7, we shall examine the changing nature of work, particularly
the role of knowledge in creating value in organizations and the prob-
lems of managing so-called knowledge workers. In Chapter 8 we shall
study the changing technological context, particularly the role of
information and communications technologies in being a positive, but
sometimes negative, force for change.

Finally, our senior sales engineer will face the problems of manag-
ing the change process itself; how should he turn his plans for a glob-
ally integrated sales team into action. The old saying about the best-
laid plans falling down in the implementation is even more appropri-
ate in an increasingly unknowable world, which is the subject of
Chapter 9.

Learning summar T

In this chapter we have learned about some of the key ideas underlying
the management of people in changing contexts, including the rele-
vance of universalism and relativism to management practice and the
importance of mindsets in shaping how we view management problems
and solutions.

First, I argued that the idea of ‘best practice’ is flawed because man-
agement practices are always ‘context bound’ in the sense that prac-
tices are developed in unique mixtures of organizational, industrial,
cultural and historical ‘soil’. Therefore, you cannot transfer practices
easily from one situation to another without some adaptation and con-
siderable time and effort to embed these practices in new fertile soil.
Thus, practices can best be described as ‘promising’; there is simply no
‘one-best-way’ to manage.

Second, I suggested that change is one of the few universals or con-
stants of management. Therefore, understanding how contexts and ideas
about management have changed and have often been recycled is impor-
tant. However, such change is often cyclical, exemplified by tke major
debate in management theory and practice — top-down versus bottom-up
management and organization. Management theory has been dominat-
ed at different points in history by the mechanistic mindset, which has
resulted in bureaucratic organizations and control, and the organic
mindset, which is revealed through a more bottom-up, humanistic and
people-oriented mode of management. These cycles of interest reflect
models of national economic and business success — for example, the
Japanese model and organic management —and the role of management
gurus in shaping dominant ideas. All managers are searching for some-
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thing new; often, however, the latest fad is little more than ‘old wine in
new bottles’, which usually turns into something quite disappointing.
One good example is Case 1.1 on human relations, which is in the
‘Review questions’ section at the end of this chapter; the basis of modern
human resource management rests on many of its assumptions and stud-
ies, which have continued to disappoint business leaders, judging by the
lack of credibility of the HR function in most organizations.

Finally, I have set out a framework for the book. This framework is
based on the ideas that management is practised at different levels and
in changing contexts. Above all else, however, management has to pro-
duce change and innovation, for without these characteristics organiza-
tions are destined to go into a terminal decline. Given the importance
of organizations to our economic success and social well-being, making
effective managers is one of the key goals of advanced industrial soci-
eties; the remainder of this book is aimed at helping you in this regard.

T

Multiple-choice questions

1.1 The study of management is based on which one of the fol-

lowing characteristics?

A The need to understand the difference between pri-
vate and public sector work practices.

B Understanding the context in which management is
practised and how this context changes over time.

C The role of management gurus and their ability to shift
the dominant managerial mindset.

D  The routines and structures that make up an organiza-

tion.
1.2 Which one of the following is the main criticism of univer-
salism?
A Itis too abstract to work in practice.
B It stems from predominantly US theorists.
C Itis seen as a fad and lacks concrete evidence.
D Itassumes that practices developed in one context can

be applied in all contexts.
1.3  For which of the following reasons was co-determination in
Germany not popular with US business and political leaders?
A Tt directly contradicted the American belief in man-
agement’s right to manage and hierarchical control.
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1.4

1.5

1.6

1.7

B It meanta loss of US control over German worker rela-
tions.

C It threatened the US economy for German workers to
have consultation rights.

D The US government did not want the German econo-
my to grow.

Which one of the following provides the best definition of

a ‘mindset’?

A A biased point of view.

B A way of thinking and seeing that is based on one’s val-
ues and attitudes.

C A fully articulated truth.

D A constant state of change.

Which one of the following explains how particular mind-

sets become fashionable in management thinking?

A Economic success of a country.

B Promotion of the most up-to-date theory.

C International conferences on new management prac-
tices.

D A positive response from the workforce to the applica-
tion of new ideas in management.

Which one of the following is a characteristic of Taylorist

and Fordist methods of production?

A Close levels of personal supervision.

B High levels of productivity.

C  An emphasis on consultation with workers.

D Flexible production systems.

Which one of the following explains the backlash against

‘top-down’ control in industry?

A Arise in living standards.

B The rise of trade unions.

C The changing nature of work.

D An international anti-US feeling.

True or false questions

1.8

1.9

Managers don’t trust theory because it doesn’t fit in with
their experience of practice. T or F?
Relativism in management knowledge and practice means
that there is a single best way of managing that can be
applied in all circumstances. T or F?
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1.10

1.11

1.12

1.13

1.14

1.15

There is no middle ground between a universalist and
relativist position. T or F?

The major difference between a mechanical and organic
mindset is their opinion of the external environment of
business and the ability to respond to outside influences. T
or F?

The American model of management, although it has its
critics, is broadly successful in most countries. T or F?
Japanese management models are characteristically
‘bottom up’ and give workers a great deal of say in how they
are managed. T or F?

Richard Pascale’s claim that ‘nothing fails like success’ in
business is a form of relativist thinking. T or F?

The mechanical model of management is no longer appli-

cable to modern business. T or F?

Case |.1: The development of human relations, organizational
behaviour and the role of academic gurus

Elton Mayo, the man who ‘inspired orga-
nizational behaviour courses ... around
the world” (Hoopes, 2003), was of
Scottish descent but grew up in Australia
in the early 1900s. He attempted and
failed a medical education in Adelaide,
Edinburgh and London, but came to
study economics and philosophy in
Australia and was appointed to a lecture-
ship in Queensland. How did this itiner-
ant ‘failure’, with a rather conventional
education, come to have such a huge
influence on the study and practice of
management for decades after his death
in 19497

Through a series of accidental meet-
ings, Mayo became interested in the
newly emerging discipline of psycholo-
gy and psychotherapy and, following
self-study, became Australia’s first prac-
tising psychoanalyst. Because of previ-
ously formed

interests in helping

reduce conflict among workers and
employers in Queensland, his adopted
state, he wrote a book, published in
1919, entitled Democracy and Freedom,
which warned against greedy employers
and class-conscious workers and their
unions pursuing their self-interests.
Rather than see such a conflict of inter-
ests as a naturally occurring phenome-
non during the early factory system, he
described it in psychoanalytical terms as
unconscious phobias. He proposed that
the parties should act together to
achieve a common social purpose
through industrial cooperation and, in
doing so, provide an alternative to polit-
ical democracy. Intelligent managers,
he argued, could, through therapeutic
techniques and by allowing workers
greater participation at work, promote
social harmony, not only in industry but
also in society at large. His message to
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the world became the importance of the
human factor in an age that was domi-
nated by the teachings of organizations
as machines and the role of technology
in transforming work and industrial
enterprises.

Mayo decided to leave Australia in
1922 to return to London but, running
out of money, ended up in California.
Through personal charm, and an acute
sense of opportunity, he managed to
secure a research position with the influ-
ential Social Science Research Council,
albeit aided by some rather dubious ref-
erences he had created for himself.
Through his heightened sense of net-
working as a way of getting career devel-
opment, Mayo moved to the Wharton
Business School and then to Harvard. By
cultivating the attentions of its Dean,
Walter Donham, Mayo managed to estab-
lish himself at Harvard Business School.
Once there he introduced his ideas on
psychotherapy into the curriculum and
the notion that the manager’s main mis-
sion was to produce social harmony in
industry. While at Harvard he secured
some grant funds, which he used to culti-
vate a group of gifted young researchers,
who collectively became known as the
‘Harvard human relations group’. He
also made key connections with an
anthropologist, W. Lloyd Warner, a statis-
tician, T. N. Whitehead, and a biologist,
Lawrence Henderson. This group would
have an enormous influence on the
progress of American industry and busi-
ness education.

The most famous of their projects was
the so-called Hawthorne experiments,
begun in 192627 in the Western Electric
subsidiary of AT&T, near Cicero, Illinois.

This work began as a study of the effects
of scientific management ideas on work-
er productivity and, in particular, the
influence of natural or artificial lighting
on worker output. However, manipula-
tion of these variables seemed to have no
effect. George Pennock, Hawthorne’s
technical superintendent who conducted
these experiments, began to make other
changes by introducing rest breaks,
shorter hours and mid-morning meals.
Eventually, Pennock decided to set up an
experiment by isolating five girls in the
now famous ‘Relay Assembly Test Room’
(RATR). Pennock asked them to work at
a comfortable pace, and examined the
effects of changes in work conditions on
their output. At the same time, however,
he also introduced a strong, group-based
economic incentive. The five girls were
separated from the main hall, where 100
or so workers were employed and paid
on a departmental-wide system; what
individuals produced here didn’t have
much effect on individual earnings.
Following a series of experimental
changes to heating, lighting, length of
working day, rest-breaks, etc., productivi-
ty rose in the RATR by approximately 10
per cent.

The girls in the RATR had no supervi-
sor, but Pennock introduced an observer
called Homan Hilbarger, who initially
became friendly with the girls, but gradu-
ally began to annoy them by making
advances and unwanted remarks. Later
on, Hilbarger created further problems
when he overheard two of the girls dis-
cussing whether they would hold back
their effort or go flat out. He told
Pennock, who replaced them immediate-
ly. The result was record output levels.
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Pennock couldn’t understand what the
cause of the improvements were — the
small group effect, lunches, rest periods
or whatever. He chose to reject the expla-
nation of higher output for higher pay
for reasons we can only speculate on.

Meanwhile Mayo came across these
experiments as the result of an invitation
from the Personnel Director, following a
talk Mayo had given in New York. He was
asked to comment on what Pennock had
found, and this he did with unbounded
glee. Scarcely could he believe that he
had come across a set of experiments that
confirmed his thesis that men and
women could use work as the basis for
creating social harmony and quickly set
about reinterpreting the ‘data’ to fit in
with his prior ideas. Mayo originally
analysed the conflict that emerged in the
group through neurosis, but when he
returned in 1928, Pennock had tem-
porarily returned the improved working
conditions of the RATR to their original
state by removing all previous benefits.
Productivity rose yet again, and Mayo,
expecting the opposite to occur, was pre-
sented with the task of explaining this
unwanted result.

Mayo turned to the now famous theory
that the more sympathetic supervision
and counselling in the RATR, aided by
the observer Hilbarger, had helped the
workgroup establish a group spirit, a
sense of belonging and sense of working
for each other that could not be easily
demolished by removing external condi-
tions. He also castigated scientific man-
agement explanations for being unable
to explain these rises in output. He went
on to train supervisors in social therapy
techniques so that they could interview

workers and use these interviews as a
valve for emotional release. However, he
soon lost interest in the actual experi-
mental side and gave control of the pro-
gramme to some of his junior colleagues,
who set up another experiment, the
Bank Wiring Test Room. This experi-
ment used more rigorous techniques of
observation and found evidence that
totally
However, Mayo chose not to report the
Bank Wiring Test Room in the book he
persuaded the Western Electric Company

contradicted Mayo’s theses.

to sponsor, the 1933 edition of the Human
Problems of an Industrial Civilisation. In this
book Mayo devoted only 40 pages to
Hawthorne, but described it in eulogizing
terms — as a near-utopia in which the girls
were never under pressure. Therapeutic
supervision had managed to create har-
mony among a group that subordinated
its own self-interests in favour of the right
to participate in the greater good of the
group. To create such communities of
practice was the job of the new breed of
managers trained in psychotherapy. The
result would be a form of industrial
democracy in which unreasonable demo-
cratic conflict would be removed from
the industrial landscape.

A subsequent, and much larger,
account of the Hawthorne experiments
by his acolytes, Roethlisberger and
Dickson, was written in such a manner as
to confirm much of what Mayo had sug-
gested, preserving the idea that human
relations should be concerned with the
explanation of group dynamics and out-
put changes, and not the more obvious
scientific management explanations of
pay and rewards (though they did recog-

nize pay as a contributory factor). From
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what has been described as the ‘dullest
book ever written’ (and I can confirm
this), the ‘scientific’ study of human rela-
tions and organizational behaviour
developed as a counter to Taylorism and
the teachings of the day in American and
European business schools.
Sources: Hoopes, 2003; Rose, 1975;
Roethlisberger and Dickson, 1939.
1 Why do you think Pennock chose not
to report the possible explanation that

output in the Relay Assembly Test

4 How does the concept of universalism

did Mayo also reject the explanation
that money was at the root of output
increases?

2 Why should the ideas of human rela-
tions become so widely popular,
despite the rather obvious flaws in the
‘experiments’ and the reporting of
them by Mayo?

3 How have these ideas that Mayo pro-
moted been adopted and transformed

in modern management techniques?

Room rose because of the economic apply to this case, and how universal

motivations of the workers, and why are the ideas of human relations?
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CHAPTER

The nature of
management, managers
and their work

r—

By the end of this chapter you should be able to:

understand the key roles and activities of a manager’s job;
apply these roles and activities to your own job and to those of
your colleagues;

understand the importance of different contexts in shaping
the jobs of managers;

understand how management competences relate to the dif-
ferent managerial roles and levels at which managers per-
form;

distinguish between management as a form of control and
management as a form of leadership;

understand and recognize the components of wise decision-
making and how they relate to sound judgement;

apply sound judgement to your work;

understand how the personal qualities of managers relate to
effective managerial performance;

self-assess your personal qualities for management.
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A framework for unc

and their work

Introduction

In the previous chapter we examined some of the key ideas underlying
the study of managing people in context, including universalism and
relativism, the importance of changing contexts and their influence on
managers’ jobs, and the role of management thinkers in shaping our
understanding of management. These ideas are further developed in
this chapter, in which I also want to ‘drill down’ into the practicalities
of management.

We shall develop a framework for thinking about a ‘well-rounded’
manager by drawing on the work of highly respected writers in this
field, including Henry Mintzberg, John Kotter, Gareth Morgan and
Karl Weick. This framework integrates the personal qualities that man-
agers bring to their jobs, the activities and contexts inherent in effec-
tive managerial work, and the different levels at which managers can
take action. It also introduces you to the notions of wisdom and man-
agerial decision-making, neglected areas in the literature on manage-
ment but very important for you to understand and be able to apply to
your career.

Because this is quite a complicated chapter, I have introduced four
exercises along the way dealing with specific aspects of the well-rounded
manager framework, rather than having an integrative case at the end
of the chapter. This should help break up the text and show how spe-
cific aspects of the framework can be applied to managers’ jobs.

The background to the study of managerial work

To understand managers and the process of management, we can draw
on a long tradition of research into the nature of managerial work,
what managers do and what managers should be doing. Since the
1980s much of this research has focused on defining, measuring and
developing managerial competences, especially in the USA and the
UK. For example, the USA Office of Personnel has developed a set of
standards for supervisors and the UK government has sponsored
research and development into producing new occupational standards
for different levels and type of management, initially through the
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Management Charter Initiative during the 1990s, and more recently
through the Management Standards Centre, which launched its new
standards for management and leadership in 2004.

Key concept: Management competence and standards

Management competences are the functions and activities that individuals with man-
agement and leadership responsibilities are expected to be able to undertake in their
organization. Sometimes a distinction is made between competence and competency.
Competence usually refers to the functions or activities undertaken by managers, such
as developing people, whereas competency usually refers to the personal qualities an
individual may bring to a job, such as networking skills or creativity. There have been
various attempts to turn these competence frameworks into management standards —
responsibilities that managers are expected to be able to undertake regardless of their
industry sector or type/size of organization. The National Standards for Management
and Leadership in the UK is an excellent example (http://www.management-
standards.org.uk/). These standards, launched in November 2004, describe the level
of performance expected for a range of management and leadership functions and
activities, including managing and working with people, managing self and personal
development, facilitating change, using resources, providing direction and achieving
results, all of which are examined in this book.

In this section, we trace the origins and trajectory of these develop-
ments, and propose a new framework to help you think about the
nature of management. This framework draws on different ideas from
some of the leading thinkers on management, and will provide the
basis for much of the subsequent discussion in this course.

Reviewing the literature on the future of management, Harry
Scarborough (1998) described two schools of theory on management.
The first of these is the empiricist perspective, which attempts to address
the question: What do managers do? This stream of writing is best
exemplified by the various studies of effective managers’ roles and
behaviour, such as Mintzberg (1973), Kotter (1990) and Stewart
(1979). These writers developed rich descriptions of managerial
behaviours and practices, classified them according to the functions
they perform for organizations, and developed prescriptive theories of
what managers should do. Probably the best known of these was
Mintzberg’s (1973) analysis of managerial work, work that has formed
the point of departure for many subsequent discussions of manage-
ment (see Box 2.1).
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Box 2.1: Mintzberg (1973) — Managerial work: analysis from
observation

Based on a one-week observation of the chief executives of five medium-to-large
organizations, Mintzberg suggested a new answer to the question: “‘What do managers
do?’

He described the characteristics of the work of these managers in the following

terms:

Managers performed a great quantity of work at an unrelenting pace.

Managers’ activity was characterized by variety, fragmentation, and brevity.
Managers preferred issues that were current, specific and ad hoc.

Managers sat between the organization and a network of contacts.

Managers demonstrated a strong preference for the verbal media (telephone and
meetings, as opposed to mail and tours).

Managers appeared to be able to control their own affairs (despite the fact that
they have so many obligations).

Mintzberg broke down the content of the work of a manager into the following roles:

Interpersonal roles — arise directly from his formal authority and involve basic
interpersonal relationships

— Figurehead: a symbol, attends ceremonial events, signs legal documents.

— Leader: motivates subordinates, develops the work milieu.

— Liaison: horizontal communication with other managers, informal relationship.

Informational roles

— Nerve centre (monitor): the focal point for the movement of non-routine (inter-
nal and external) information, including contacts with people who are nerve
centres in other organizations.

— Disseminator: transmission of information and values to subordinates.

— Spokesman: transmission of information to outsiders.

Decisional roles

— Entrepreneur: looking for opportunities and potential problems that may cause
him to initiate improvement projects.

— Disturbance handler: handling situations that are not covered by the routine
rules.

— Resource allocator: scheduling their own and their subordinates’ time, and
authorizing all significant decisions before they are implemented.

— Negotiator: as part of being the organization’s legal authority, its spokesman and
its resource allocator.
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The second of the schools identified by Scarborough is the essential-
ist perspective, the various strands of which are characterized by the
attempt to uncover the ‘essence’ of management and its relationship
to the underlying functions management performs for organizations,
such as controlling employees. This essentialism is closely related to
the developments by the early writers on management, such as Taylor,
Ford and Fayol, to uncover a one-best-way or science of management.
Such a perspective has a long history, and is underpinned by the uni-
versalistic principles discussed in Chapter 1.

Both perspectives have weaknesses, one of the most important of
these being their neglect of the institutional, cultural and national
contexts in which management is practised. As we have already seen
from the illustration on Germany in Chapter 1, there has been resist-
ance to management practices developed in the USA. Similarly, private
sector practices, developed in contexts for which profit maximization
or increasing shareholder value are the dominant concerns, may have
less relevance in the public sector. The public sector tends to be char-
acterized by multiple stakeholders, all of whom have a legitimate claim
on organizational goals and resources. Finally, neither perspective has
much to say about the kinds of personal characteristics or competen-
cies required of effective managers in different situations, a topic that
has been the subject of recent work on leadership and emotional intel-
ligence (Goleman et al., 2002), and one to which we shall return in the
next chapter. In the remainder of this chapter, I have put together a
framework for thinking about management which draws on the ideas
of the eminent management thinkers who are widely acknowledged to
have made a major contribution to the literature on management and
organizational behaviour.

Case 2.1: Using Mintzberg’s descriptors

1 Using the description of Mintzberg’s 2 Again, using the description of

work in Box 2.1, would you expect to Mintzberg’s work in Box 2.1, think about
find significant differences between someone who has had responsibility for
managing in the public sector and your work. Which of the roles did he or
managing in the private sector? If so, she tend to perform most effectively and
which roles would you expect to be least effectively? How did his or her per-

more important in the public sector? formance in these roles affect your work?
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A framework for un

well-rounded manag

Introduction to the well-rounded manager

Any selection of thinkers on management is bound to be restrictive,
because writing about the topic has become ‘big business’ and, as we
noted in Chapter 1, there is a growing guru industry that has devel-
oped to meet the insatiable demand for new insights into manage-
ment. High on anyone’s list of experts would be Henry Mintzberg, a
Canadian whose earlier work we have already discussed. Mintzberg has
spent much of his academic career studying managers in context and
developing models of management, with a view to setting out his ideas
for a ‘well-rounded manager’ who would be able to function effective-
ly in most business situations.

As we have already seen earlier in this chapter, Mintzberg’s earliest
work during the 1970s helped map out the territory by describing a
number of roles that managers performed during his studies of man-
agers. This work was notable because it was based on observation and
what managers did in practice, not on what managers were supposed
to do. However, in a more recent formulation of the nature of man-
agement, Mintzberg (1994) attempted to ‘round out the manager’s
job’. Prompted by criticisms of the ‘atomistic’ listing of managerial
roles and competences, taken by many organizations, Mintzberg
offered a more holistic approach to management. He argued that the
listings of well-documented roles and competences ‘even if joined up
in a circle’ did not capture the integrated nature of a manager’s job.
Nor did they attempt to explain how different competences related to
each other, except in a very general sense. For example, such a criti-
cism could be made of the older version of the UK Management
Standards, developed by the Management Charter Initiative in the
early 1990s. In these standards, competences were categorized togeth-
er under roles such as managing people or managing resources. Little
or no attempt, however, was made to show how the competences relat-
ed to each other, except as part of managing people, etc., or to show
how the roles themselves related to the overall job of managing in dif-
ferent contexts. The new version of the standards has gone some way
to meeting these shortcomings.

Thus, I believe that Mintzberg’s rounding out of the manager’s job
is an excellent starting point to develop a holistic explanation, rather
than mere description, of management. It can also be used to relate the
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practice of management to some of the key contexts in which it is per-
formed. Building on his work, I have attempted to show how important
managerial competences, including the much-neglected issue of exer-
cising judgement, relate to his model of the well-rounded manager in
context (see Table 2.1 and Figure 2.1). In fleshing out Mintzberg’s
ideas, I have drawn on the work of three other academic writers who
have also continued to produce excellent insights into the work of
managers during the last few decades. These academics are Gareth
Morgan, Karl Weick and John Kotter.

From Figure 2.1, you can see how Mintzberg’s model of a ‘well-
rounded’ manager can be depicted by relating the person in the job,
through a series of concentric circles, to the context of the job, includ-
ing its frame, its purpose and perspective, the agenda of the work and
the internal and external contexts of the organization. Let’s look at
each of these factors in turn and provide some examples of how they
help us understand the complex nature of management.

The person in the job

Mintzberg’s framework of the well-rounded manager began with a dis-
cussion of the manager him/herself or ‘the person in the job’. People
come to managerial jobs not with a ‘blank slate’ but with a set of values
about what is right and wrong and what is acceptable behaviour for
managers. They bring with them a set of prior experiences that have
helped them create a set of job and personal competences, and also
develop a body of job-related knowledge (such as that needed for many
professional occupations). And, as we saw in Chapter 1, such knowl-
edge and experience also help them develop a set of mindsets through
which managers view their world and create solutions to the problems
they face. These mindsets are a way of seeing, and can lead to lots of cre-
ative insights, but they are also a way of not seeing (Morgan, 1997). For
example, managers who lack knowledge and experience outside their
own specific functions, organizations or even countries can run into
trouble. If you can see from only one perspective — for example, as an
accountant in XYZ organization in the UK - every problem will be
framed in this way, summed up in the aphorism ‘If you only have a ham-
mer, every problem is likely to become a nail’. Mintzberg suggests that
these specific combinations of values, experiences, competences,
knowledge and models all go to make up a manager’s personal style,
which strongly influences how he or she tackles the job.



Table 2.1

The well-rounded manager

Roles and associated competences
(note that some competences are

of wisdom’

the business

cultural context

Person in the job | Frame Context Style Level associated with two or more roles)
Their values Purpose of the | Agenda of Which role they Managing Conceiving Creating and innovating,
job creation, the work favour: science, information exercising judgement
maintenance, craft or art
adaptation
Their experience Managing inside Communicating Effective oral and written
communication,
interpersonal effectiveness
Their knowledge Managing within Controlling Creating a performance
culture
Their models Scheduling Project management,
Purpose of the How they perform | Managing strategic flexibility
Their degree of job creation Managing outside | the roles people
emotional intelligence | maintenance, Linking Building teams,
adaptation managing conflict, networking,
interpersonal effectiveness
and intrapersonal effectiveness
Their self-development The nature of the Leading Strategic flexibility, delegating,
organization managing change, giving and
receiving feedback, creating a
The nature of the | The relationships Managing performance culture
industry among the roles action Interpersonal effectiveness and
intrapersonal effectiveness,
Position the making wise judgements and
product/market decisions
strategy,
structures and | The national Doing Building teams, coaching,
Their ‘attitude systems of institution and dealing with ambiguity,

creating and innovating
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Two key ideas I wish to single out for special attention in analysing
what a manager may bring to a job are emotional intelligence and an atti-
tude of wisdom. Both of these ideas are critically important in develop-
ing the necessary competences for effective management. The first,
emotional intelligence, has become a widely discussed notion in
management and leadership that we shall develop more fully in
Chapter 3. At this point, however, we need to understand that,
although managers usually need fairly high levels of what we call cog-
nitive intelligence, or sometimes 1Q, the mental reasoning abilities
associated with these ideas are not enough to predict how well a man-
ager will be able to perform in different organizational contexts. So,
writers such as Goleman et al. (2002) have argued that emotional
intelligence, which focuses on key personal qualities that managers
bring to a job, is what will help managers perform effectively.
Emotional intelligence has been defined by Goleman et al. as an
individual’s potential for mastering the skills of self-awareness, self-
management, social awareness and relationship management. These
skills, in turn, become the basis for learned abilities or competences.
For example, self-awareness provides an accurate means for an indi-
vidual to self-assess his or her strengths and weaknesses, a compe-
tence that is essential for someone seeking to manage a career.
Emotional intelligence, however, is not something that one is neces-
sarily born with, nor is it a fixed personality trait. One of its key fea-
tures is that it can be developed, in some people quite substantially. A
second feature that forms an important input into what a person
brings to a job is an attitude of wisdom (Weick, 2001). I shall set out
what this means in more detail later in this chapter. Suffice to say at
this point that the abilities to reflect critically on what one has
learned during the course of taking action and to exercise judgement
in making decisions are likely to be critical skills in shaping manage-
rial performance. It may be evident that there is also a close relation-
ship between an attitude of wisdom and being self-aware, again a
point to which we shall return later in the chapter.

The components of managers’ jobs

Mintzberg’s next contribution is in analysing managerial jobs into
three components. The first is the frame of the job, the second is the
agenda of the work to be undertaken and the third is the context in
which the work takes place.
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The frame of the manager’s job

The frame of the job is defined in terms of its purpose, perspective and
position. Purpose refers to what a manager is attempting to do with the
unit he or she is managing. For example, the frame might be to run a
business school to produce high-quality education, or to manage a hos-
pital ward, or to run a whole organization. Usually, the job is circum-
scribed by the collective perspective the organization has taken on the
unit or department’s role and how it fits into its ‘theory of the business’,
or what has become known in everyday business language as the ‘busi-
ness model’. For example, the US-based Sears organization developed
a customer—service—profit chain to describe how all units might work
together to create profits through high levels of customer satisfaction.
Similarly, Scottish & Newcastle Breweries, a Scottish-based internation-
al brewery, has developed a theory of the business that shows how HR
departments fit into its overall mission to develop profits through build-
ing effective brands. The final aspect of the frame of the job is its posi-
tion, which broadly refers to how an organization or unit locates itself in
its external product-market environment and how it proposes to do
business. Michael Porter and other well-known writers on strategy have
developed positioning models that provide good examples of the posi-
tioning concept, e.g. whether an organization essentially seeks to com-
pete on cost-effectiveness, on differentiating its products and services
from competitors, or on focusing on niche segments in the market.

The frame of the job gives rise to the first of Mintzberg’s key manage-
rial roles, which is conceiving. This role is defined as ‘thinking through the
purpose, perspective and positioning of a particular unit to be managed
over a particular period of time’ (Mintzberg, 1994, p. 13). As he also sug-
gests, managers interpret their jobs differently depending on their style
and on the circumstances of the organization. For example, some man-
agers are forced to adopt a particular style because of external require-
ments or tight internal controls, whereas others are able to be more
creative. Managers also vary according to how vague or sharp their frame
is; some frames are characterized by a highly focused aim, such as achiev-
ing x per cent in sales revenue, whereas others are characterized by a
more flexible desire to become the best company in a particular industry.

What does this conceiving role mean in practice? Gareth Morgan
(2003) has described two general managerial competences that help
managers ‘imaginize’ through new mindsets. These are:

creativity and innovation;
strategic flexibility.



40

Managing people and organizations in changing contexts

Creativily, to borrow from Marcel Proust, a nineteenth century philoso-
pher, is a voyage of discovery, and consists not in seeing new lands, but
in seeing with new eyes. In his earlier work, Morgan (1997) developed a
range of different metaphors or ‘eyes’ for reframing problems, based on
the rationale that a way of seeing is also a way of not seeing. According
to him, if organizations are to survive in an increasingly changeable
world, managers need to use multiple lenses to analyse problems and
be able to reframe them to produce novel and compelling solutions.
More recently, he has relabelled these metaphors as mindsets, the con-
cept we shall use in this book to describe different ways of seeing.

Being strategically flexible involves an attitude of mind, e.g. being wise
and self-aware, as well as employing a number of practical compe-
tences. These include thinking about problems as opportunities for
learning, anticipating major problems before they happen, learning
through strategic planning by using techniques such as scenario plan-
ning and search conferencing, using multiple perspectives to analyse
and solve problems, and challenging conventional organizational wis-
dom before it becomes a kind of ‘psychic prison’ that traps managers
and their organizations into outmoded ways of working. For example,
it has now become commonplace in industries such as air travel to ‘put
customers first” by creating a business class for those who wish to pay
the extra money for such a service, but this was not always the case.
Passengers in the 1980s were ‘cargo to be transported rather than cus-
tomers to be pleased’, with engineering and logistics dominating air-
lines’ policies rather than marketing and customer considerations
(Pascale et al., 2000). As a consequence, airlines that failed to adopt a
new ‘customer-first’ perspective have gone out of business.

The agenda of the work

Mintzberg and other writers such as John Kotter (1990) have pointed
to the importance of agenda-setting as a key influence on managers’
jobs. Simply put, agenda-setting refers to ‘figuring out what to do,
despite all the uncertainty of what is going on inside and outside the
organization’. Managers have to respond to particular issues that are
framed by the job, in terms of position, purpose, perspective and also
to their preferences, which are essentially dictated by their style. Such
issues are usually ‘chunked’ into manageable tasks, where the key man-
agerial role associated with setting and carrying out an agenda is sched-
uling. Scheduling is likely to involve prioritizing activities and allocating
time and resources to carrying out these activities on a day-by-day and
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week-by-week basis. In addition to strategic flexibility, project manage-
ment skills are likely to be essential. The kinds of skills involved here
will include: defining the scope and mandate for the project and devel-
oping a project mission, producing a project plan, creating and
deploying a project team, keeping track of the project progress and

being able to close the project once the goals have been achieved.

Case 2.2: A certain kind of manager

Mario Moretti Polegato is the owner of
Geox footwear, an Italian company that
makes sports shoes. His company has
grown rapidly from sales of 1.4 million
pairs of shoes in 1998 to 6.5 million by
2004, with export sales accounting for
nearly half. By any standards, this is
impressive growth and his expectations
were for 10 million sales by 2005, increas-
ingly in a global market.

However, according to an FEconomist
article, Polegato has a number of advan-
tages. First, he is Italian, and Italy has led
the world in footwear design and manu-
facture, especially in the region around
Venice. Second, he has brought some
innovation to the business by attempting
to solve the problem of foot odour and
clamminess around the toes. This inter-
est in solving the problems of sweat
derive from his personal experience of
running in America, during which time
he developed an idea of a ‘membrane
that fitted between the sole and the foot
and stopped water from getting in
through the holes, but allowed the
vapour from perspiration to get out’ (7The
Economist, 11 March 2004).

He patented this idea and others,
which hetook to the branded designers
of sport shoes, including Nike and

Adidas, but without success. So he turned
to design and production himself, initial-
ly with a staff of five. He now employs
more than 2800 in Italy on design and
production, plus many more in subcon-
tracted manufacturing of shoes in low-
cost Slovenia and Romania.

Like any business in the fashion indus-
try, and sports shoes are a major part of it,
tastes can change. So Polegato now plans
to diversify into clothing, using his mem-
brane technology to aid underarm sweat
collected in shirts and jackets to dissi-
pate, removing the need for deodorants.
He has a vision of a world without under-
arm deodorants. This borders on the
obsessive but then, according to The
Economist, many inventors and innovators
embody this quality.

Source: adapted from ‘The Ferrari of
footwear’, The Economist, 11 March 2004.
1 What are the kinds of values and expe-
that Mario Polegato has
brought to his job, and how have they

riences

shaped his business?

2 How does he display creativity and
strategic flexibility?

3 Thinking about yourself, what values
that may influence you as a manager
either now or in the future do you hold
most deeply?
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The context of the manager’s job

So far, we have been describing the core of the manager’s job, the per-
son in the job, within a frame made operational through an agenda.
We should note, however, that the core of a manager’s job is located
inside, within and oulside the organization. The inside context is the
department or unit in which the manager works, over which he or she
may have direct control, and this context is often the main focus for
many middle managers. However, managers also have to work within
an organization and liaise with other departments to achieve their
objectives. For example, sales managers have to work with production
departments, and HR managers rarely enjoy direct authority over
other departments but have to liaise with these managers and their
units to achieve their HR objectives. Finally, managers achieve their
objectives by working with people and resources outside the organiza-
tion, often relying on these to get the job done, despite having no for-
mal authority or leverage to draw upon to achieve their objectives. So,
for example, the main activities of a chief executive often involve sit-
ting on national committees, or developing close relations with key
customers or partners, rather than in managing his or her executives.
This external context can provide the most difficult challenges to a
manager, and requires networking, communications and interpersonal com-
petences of a high order to achieve success. Nowadays, recruiters in
the UK who are responsible for taking on graduate management
trainees emphasize communications and personal skills, rather than
the class or type of degree, precisely because so much of modern work
requires networking abilities (Goldthorpe, 2003).

Managing on three levels

To be effective, managers have to translate their personal qualities (or,
as they are sometimes known, personal competencies) into effective
behavioural skills (or behavioural competences) inside, within and
outside their organizations. According to Mintzberg (1989), managers
demonstrate these behavioural competences at three levels, moving
outwards from the conceptual level to the doing or action level (see
Figure 2.1). Thus, managers not only conceive and schedule, as we
have just discussed, but also:

manage action, by doing things directly themselves;
manage people to get things done through others; and
manage information to influence people to take action.
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As Mintzberg pointed out, managers can choose to operate at any of
these levels, but understand that any action taken at one level has
‘knock-on’ consequences for action taken at other levels.

Managers are also stylized by the level at which they prefer to work:
some administrators, accountants or planners prefer to work at the
informational level; ‘people-oriented’ managers prefer to work
through others; whereas ‘doers’, often in frontline supervision, ‘roll
their sleeves up’ and take direct action. In his most recent work on
management, Mintzberg (2004) has reworked these issues of prefer-
ences in managerial styles and levels into a model of three poles of
managing: management as a science, management as a vision and
management as a craft (see Figure 2.2).

Managers who prefer to work at the informational level are often
influenced by the idea of management as a science, which involves apply-
ing rational techniques and thinking about leadership and strategy,
best achieved through systematic assessment and planning. Managers
who prefer to work through people are more likely to be influenced by
the idea of management as an art, which relies on creative insights and
holding out a novel and compelling vision that others can buy into.
Managers who prefer to work through action are influenced by the
idea that management is a craft, learned and practised through direct
experience, experimentation and action.

Management
as art
(vision)

a

Narcissistic
style

Visionary
/ style
N\
Too \ .
Heroic style /balanced?\ E”g;%"g
/ Problem-solving \
Calculating style Tedious style
Figure 2.2
Managerial styles. Management as Management
(Source: adapted science as craft
. (analysis) (experience)
from Mintzberg,

2004, p. 93.)
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The critical point, according to Mintzberg, is that the well-rounded
manager needs to function effectively at all three levels and achieve a
degree of balance among the three poles in Figure 2.2. He contends
that there are three balanced styles:

A problem-solving style, which combines the strengths of ration-
al analysis with practical experience (and presumably just
enough people-management intuition thrown in). Such a
style, common among middle-level managers in production
and engineering environments, is reminiscent of the
Germanic model of management.

An engaging style, which is people oriented and experience
based, but with just enough science to take it out of the ‘gift-
ed amateur’ category. Such a style is associated with those
managers who prefer to coach and facilitate, and is reminis-
cent of a British cultural stereotype of good managers.

A wvisionary style, which is strong on art and vision, but is also
rooted in experience, again with just enough science thrown
in to give the ideas credibility. This style is one that is associ-
ated with successful entrepreneurs, and is close to a stereo-
type of an American model of good management.

Note that his idea of balance among styles, however, lies in reconciling
two out of the three, with just enough of a third style to keep things in
check. His view is that if we try to achieve a balance among all three
simultaneously, we run the risk of either having no style at all or of not
making a choice over how to manage.

Mintzberg also highlights the dangers of too little balance in styles,
an issue to which we shall return in a discussion of leadership in
Chapter 3. Calculating managers who manage purely at the informa-
tional level run the risk of dehumanizing the situation and lacking suf-
ficient grounding in experience. This charge has often been made
against the recruitment strategies of firms that target inexperienced
MBA graduates and provide them with high degrees of responsibility
early on in their careers. In Chapter 3, we shall look at the idea of tal-
ent management and some of its problems that exemplify this danger.
Tedious managers, on the other hand, are often guilty of not being able
to see the big picture because they rarely move out of their own com-
fort zone of experience. Often, this charge is made against engineers
or other professionals who are promoted because they have been good
at their professional ‘craft’, but who fail to provide people with a com-
pelling vision or well-worked-out strategy. Narcissistic managers run the
danger of being strong on vision, but with little else. We shall also
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explore this style in Chapter 3. Finally, heroic managers, according to
Mintzberg, are perhaps the most dangerous of all. Their style is influ-
enced above all else by the need to promote shareholder value, which
has involved a shift away from hard analysis but not from calculation.
This time, however, the calculation is about how best to promote their
careers (such as the account of Elton Mayo in the last chapter). The
heroic style is largely about providing drama, rather than true art, and
is focused on selling stories without substance to the investment
community. Mintzberg’s ‘tongue-in-cheek’ characterization of heroic
leaders involves: (1) looking out rather than in; (2) ignoring existing
business, because anything established takes time to fix; then (3) doing
anything you can to get the stock price up and cash in before you are
found out.

We are now in a position to attach behavioural competences to each
of these three levels of managing and their associated poles.

Managing by information and the problem-solving style

The first broad category of competences is communication, which is the
collection and dissemination of information. John Kotter (1990), in
his work on general managers, pointed out that much of communica-
tion wasn’t written and formal but oral and informal, sometimes oper-
ating at the non-verbal level — joking and kidding and talking about
anything and everything remotely connected with the business with
people inside and outside the organization. Mintzberg reinforces this
point when he suggests that nearly every serious study of managerial
communications has stressed the informal and face-to-face nature of
communications. However, given the availability of electronic mail,
other electronic means of communication such as mobile telephony,
and the growth in ‘virtual’ organizations and globally distributed work-
ing that makes face-to-face communication more difficult, the empha-
sis on developing skills in electronic communication is likely to
become more important (see Chapter 8). Regardless of the medium,
much of managerial work is concerned with building human networks
to access information, sifting through this information, and sharing
what is relevant with outsiders and insiders. Given this key role,
communicating effectively through formal and informal means and
acquiring interpersonal effectiveness skills are essential to effective
managerial performance.

Gareth Morgan (2003) has provided some excellent insights into
what managers need to be able to do to communicate effectively.
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There are at least three clusters of competences associated with effec-
tive communication. These are:

cultivating emotional intelligence by developing self-awareness,
self-regulation, motivation, empathy and social skills such as
influencing and listening (see Chapter 3);

communicating effectively by tailoring the message, ensuring
clarity of communication, engaging in two-way listening,
receiving feedback well and understanding non-verbal com-
munication; and

giving feedback to your boss, to colleagues, subordinates, etc.,
and being able to deliver good news, bad news and construc-
tive criticism.

The second broad category associated with the informational role is
using information in a controlling sense to get people to act. Such
action is provoked by developing information systems, by designing
structures of control and by issuing directives for people to follow. For
example, managers often spend lots of time creating and using plan-
ning and performance control systems, including budgets and
appraisal. By defining responsibilities and creating hierarchies, they
indirectly influence information flows. Managers can also issue instruc-
tions and directives, though, as Kotter (1990) surprisingly pointed out,
this is not something that managers usually do in a Western context,
nor is it the traditional Japanese way of managing, which is focused
more on managing by consensus.

There is little doubt, however, that one of the key competences asso-
ciated with controlling is the ability to create a performance culture in
an organization. In addition to the three sets of competences above,
Morgan (2003) has stressed the following sets of skills that managers
need to be able to use:

Promote quality and continuous learning as core values in an
organization.

Create stretching benchmarks, by measuring performance
against practices from other organizations or industries and
continuously raising the standards of these comparisons.

Use problems as opportunities, by using them as springboards
for future success rather than treating them as barriers to
change.

Unlearn to create room for new developments, because
progress often requires managers to take a couple of steps
back and unlearn previously held beliefs and attitudes in
order to go forward.
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Challenge conventional wisdom by looking outside an indi-
vidual or organization’s conventional mindset for new solu-
tions and ways of thinking, or by appointing ‘deviants’,
‘heretics’ or ‘court jesters’ to think and say the ‘unthinkable’.
Improve performance through action-based learning, which
uses real, workplace-based problems facing the organization
as the basis for learning and aims to produce solutions to
these problems, rather than to use ‘schooled’ learning that is
remote from practice.

Understand and deal with resistance to change, by ‘knowing
where people are coming from’ and attempting to ‘reframe’
problems as opportunities for interested parties.

Think ‘win-win’, by ensuring that all parties can achieve
something of their aims, without any one party being seen to
dominate the agenda.

Manage projects, using the skills outlined in the previous
section.

Managing through people and the engaging style

The second level at which to manage is through people, which is
more direct than managing through information but not as direct as
managing by action. As Mintzberg suggests, the focus here is on
affect not effect. Once again, most of the studies of management have
stressed that much of a managers’ time is taken up with managing
people over whom they have no direct control, such as those indi-
viduals and groups within and outside the organization. However,
you would not get this impression from reading many of the man-
agement texts, which lay great stress on the relationship between
superior and subordinates, and are rooted in a model of pyramid-
style organizations. Such a focus on hierarchical relationships, while
not outmoded, is likely to form even less of a manager’s time in
the new forms of organization, such as the virtual and networked
companies that are beginning to appear in many industries
(Cairncross, 2003). We shall look at these new organizational struc-
tures in Chapter 4.

We can identify at least three broad sets of competences associated
with managing people within and without organizations. These are
leading, linking and networking, which have received lots of attention
in the business literature. Of these three, leading is the one that has
received most treatment, and we shall look at this in more detail in
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Chapter 3. However, it is worth noting at this stage that, as Mintzberg
has pointed out, managers can exercise leadership at the individual,
group and unit levels. Individual leadership refers to the ability of man-
agers to inspire, motivate, coach, develop, drive, push and mentor
people. Morgan’s (2003) model also highlights these competences,
many of which are associated with managing change and developing
people. Group leadership, which Pettigrew and Whipp (1991) found
to be one of the most important levels at which leadership can be
exercised, has become more important with the ‘rediscovery’ of
teamworking in the 1980s by Japanese organizations. Building and
managing teams (Morgan, 2003) are key competences for group
leadership. However, managers also have to provide a different kind
of leadership at the unit level, which is sometimes differentiated from
the personal or group level by applying the label ‘strategic leader-
ship’ (Leavy and Wilson, 1994). Often, as we noted earlier, managers
act as figureheads or in a symbolic role as strategic leaders, repre-
senting the organization to the outside world or at ceremonial events
such as graduations. This level of leadership requires managers to be
strategically flexible and to create strong, performance-based cul-
tures (Morgan, 2003).

Finally, as Mintzberg (1994) argued, managers exercise leadership
through linking the unit to the external world by advocacy and by
being the focal point of external pressures and information coming
inwards. Such a role is often underplayed in the texts on leadership,
but is increasingly important in complex organizational networks and
in newer forms of networked organization. For example, many man-
agers spend much of their productive time promoting their units with
managers of other units or with potential customers. At the same time,
they act as a buffer or protector of their units from external pressures,
such as the manager who spends his or her time taking criticism direct-
ly from irate customers when things go wrong as a result of actions
taken by staff. Mintzberg used the metaphor of the manager as a valve
to capture the essence of this role, which is probably more accurate
than the use of the term ‘gatekeeper’. Key competences associated
with this linking and networking role are interpersonal effectiveness, man-
aging conflict and communicating effectively. It also requires elements of
emotional intelligence, which we shall examine in Chapter 3. The
dimensions most associated with the linking and networking roles
include a high degree of self-awareness, empathy and social compe-
tence. The networking aspect of the role also requires managers to cre-
ate and develop a wide range of contacts to lobby effectively, provide
information and set agendas for action, as well as mediate between the
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pressures coming in from the outside by disseminating information
and delegating effectively.

Managing action and the visionary style

To manage effectively, managers have to take a direct involvement in
actions. This is a controversial topic, with some writers preferring
managers as thinkers rather than doers. However, in most Western
industrialized settings, managers are required and respected for
being able to take action, and for leading by example, and for not
being seen as remote from colleagues. As we have already discussed,
the debate over managers as thinkers rather than doers is reflected at
the national cultural level. For example, one researcher who studied
how British employees in Japanese-owned factories felt about
Japanese managers concluded that Japanese managers were more
likely to obtain respect from their British employees because they
were willing to become directly involved in sorting out problems on
the shopfloor, reflecting an engaging style. Similarly, senior German
managers in manufacturing industry tend to be highly qualified engi-
neers who are able to solve technical problems themselves, reflecting
a problem-solving style. This ability to take direct action was contrast-
ed with senior British managers in UK manufacturing firms, often
with no technical background (Stewart et al, 1994). Mintzberg
labelled this the doingrole, which refers to getting closer to the action,
sometimes managing the doing of action directly in a supervisory
sense and sometimes doing the job themselves. Doing can be ‘inside’,
carrying out projects and solving problems, substituting and doing
regular work such as a surgeon leading a medical team during a com-
plex operation or a professor leading a research team by directly
undertaking the work him or herself. In addition, doing can be ‘out-
side’, in the sense of doing deals and handling negotiations, essential
components of many managers’ jobs. Competences associated with
this action level are being able to deal with ambiguity and helping oth-
ers deal with ambiguity. On many occasions, especially during signifi-
cant change, people will feel uncomfortable about the lack of clarity
and certainty in their jobs. These feelings are related to personality
and preferred learning and thinking styles. Understanding your own
personal tolerance for ambiguity, and being able to strike the right
balance with others between imposing structure on the one hand and
creating an atmosphere of openness and flexibility on the other, are
essential skills.
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Case 2.3: Exercise on the distinction between management and

leadership

Background

In the preceding text on the nature of
management, I referred to the distinction
that is sometimes made between manage-
ment and leadership, though I argued
that leadership was essential to the job of
all managers. This exercise examines the
distinction between these two concepts
and shows how they overlap. It also helps
to identify how you can implement lead-
ership in your day-to-day jobs.

We know that organizational perform-
ance is increasingly a product of the
motivation and focus of the people the
organization employs. We have also
argued that a major influence on peo-
ple’s motivation and focus is the quality
of managerial performance, of which
leadership is a key element in our model.
Consequently, encouraging managers,
supervisors, team leaders, etc. to be bet-
ter leaders is an important and continual
theme in management education and
training.

According to Terry Gillen (2004), how-
ever, there are three problems that hin-
der learning about leadership:

Most books on leadership concen-
trate on the activities of charismatic
and maverick chief executives or on
famous explorers whose situations
are far removed from those of most
managers and supervisors.

Our views on what constitutes good
leadership in today’s organizations
are changing. We have come to see
leadership less in images of charis-
matic commanding officers leading
troops into battle and more in terms
of the subtle day-to-day interactions
among all managers and their staff at
every organizational level.

Most managers’ performance is mon-
itored, assessed and rewarded in a
way that encourages them to concen-
trate on scheduling and controlling
management processes rather than
on leading their staff.

Task |

In Table 2.2 is a list of activities, some of
which could be classified as managerial,
some of which could be classified as lead-
ership, and some of which could fall into
both categories. Use Table 2.3 to position
these activities.

Task 2

Reflect on why you have placed these
activities in the various categories. What
makes them management or leadership
oriented? If you have placed some of the
activities in the middle, why have you
done so?

Source: adapted from Gillen, 2004.
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Table 2.3
Worksheet for Task |

Table 2.2

Lists of managerial and leadership activities

Delegate tasks

Act as interface between team and outside

Use analytical data to support
recommendations

Plan and prioritize steps to task
achievement

Motivate staff

Explain goals, plan and roles

Ensure predictability

Inspire people

Appeal to people’s emotions

Coordinate effort

Coordinate resources

Share a vision

Provide focus

Give orders and instructions

Guide progress

Monitor feelings and morale

Create a ‘culture’

Monitor progress

Check task completion

Create a positive team feeling

Follow systems and procedures

Ensure effective induction

Monitor budgets, tasks, etc.

Provide development opportunities

Unleash potential

Use analytical data to forecast trends

Monitor progress

Look ‘over the horizon’

Take risks

Appeal to rationale thinking

Be a good role model

Build teams

Very high on
management

Managerially
oriented

Strong elements
of both
management
and leadership

Leadership
oriented

Very high on
leadership
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The well-rounded -

The process of rounding out the manager

It should now be evident that effective management requires the role
holders to be ‘rounded out’; managers who emphasize one set of roles,
style or preferred level of managing at the expense of others are likely
to become unbalanced, and may fail to perform in the medium or
long term. This is not to say that context and preferred style are unim-
portant — indeed, as I have already argued, the opposite is the case —
but that a rounding out of a manager is likely to enable him or her to
be able to meet changing contexts and preferences by those for whom
they are responsible and accountable. A similar point has been made
by Morgan (1997) in his claim that managers need to be able to read
situations through multiple lenses and act on these more complex
readings to organize and manage effectively. He quoted F. Scott
Fitzgerald, an eminent American writer during the 1930s, who sug-
gested that the sign of intelligent people was the ability to hold two or
more contrasting ideas at the same time and work with them. This is a
key competence for managers, and is obviously linked to the ability to
deal with ambiguity and uncertainty (Morgan, 2003).

As Mintzberg cautions, slavish following of some of the well-worn
nostrums produced by the management gurus and leading practition-
ers — such as ‘don’t think, do’, ‘steady, fire, aim’ or ‘it’s all about com-
munications’ — is inconsistent with rounded managers. Moreover,
although it is possible in conceptual terms to analyse managerial jobs
into distinctive roles and knowledge-based competences, it is close to
impossible to distinguish them behaviourally, because work is not prac-
tised as a set of independent or atomistic lists of competencies but as a
whole. Thus, managers who think ‘their way into acting’ at the expense
of ‘acting their way into thinking’ or who manage well on the outside
but fail to manage on the inside will, more or less inevitably, be unable
to achieve significant results in the long run. Similarly, the core roles
of leading, communicating, conceiving, linking, controlling and doing
cannot in practice be separated into outside and outside roles, nor can
they be separated from each other, because they tend to infuse each
other and blend into a mix of all.

If this is true of the key managerial roles, it is equally true of the
competences that are associated with them. For example, interperson-
al effectiveness is as important to linking and doing as it is to leading.
Similarly, creating a performance culture and managing change are



Chapter 2

The nature of management, managers and their work 53

part of the roles most associated with managing on the outside as well
as managing on the inside. Of course, how managers ultimately per-
form will be shaped by their preferred style as well as context. As
Mintzberg argued, style will influence which roles a manager tends to
stress, how he or she acts out these preferred roles, and how one role
relates to another. For example, managers in ‘ivy league’ US or ancient
UK universities and in the traditional healthcare sectors in many coun-
tries tend to prefer linking rather than leading, because they are often
dealing with autonomous and relatively powerful professionals who
have been brought up in a fragmented culture in which professors and
doctors have considerable personal and positional power. On the
other hand, the preferred management style in the US state and newer
European universities and in some parts of the privatized healthcare
sector, which have less of a history of employing autonomous, power-
ful and highly rewarded professionals, is more likely to emphasize lead-
ing and controlling. In terms of the acting out of roles, managers in
small organizations and entrepreneurial firms will probably favour
more doing than conceiving. As Weick (2001) points out, however,
these roles are related. Acting your way into thinking about strategy, if
done reflectively, has major benefits for managers over the
think-lead—act style. The most obvious of these advantages is that it
requires managers to learn through incremental actions and experi-
ence rather than implement abstract principles or theories without
having knowledge beforehand of how they may influence outcomes.

Making wise decisions

Making sound judgements

We have already introduced this idea when discussing the person in
the job in an earlier section. Surprisingly, making wise decisions thor-
ough sound judgement is rarely discussed in the management litera-
ture. There were some early attempts to deal with this issue in the
1950s and 1960s, when a group of researchers at American universities
set out to find a more scientific method to make judgements. They
created a discipline called ‘decision science’, which aimed to take the
human element out of risk analysis, claiming it would provide a way of
making soundly based decisions for a future fraught with uncertain-
ties. This approach involved using computer models for forecasting,
estimating the probabilities of possible outcomes and determining the
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best course of action, thus avoiding the various biases that humans
bring to decision-making. Such models, the researchers believed,
would provide rational answers to questions such as whether and
where to build a factory, how to deal with industrial relations negotia-
tions and how to manage investments.

Many business schools adopted management science as part of the
core curriculum, in part because it gave them some legitimacy with
their science colleagues, and even some senior policymakers were per-
suaded by the arguments. Decision science’s highpoint was probably
during the Vietnam war, in the 1960s and 1970s, when Robert
McNamara, then America’s Defense Secretary, used such techniques to
forecast the outcome of the conflict (though, as it turned out, without
much success). But, for the most part, the approach did not quite
catch on, especially in the less rationally oriented countries such as the
UK. Decision-makers, whether in business or politics, were loath to
hand over their power to computers, preferring instead to go with
their gut instincts (The Economist, 22 January 2004). If this lack of faith
in the application of rational sciences to business was evident in the
last few decades of the twentieth century, it is even more so now as we
operate in an uncreasingly unknowable and unpredictable world, dis-
rupted ever more frequently by technology and global events
(Cairncross, 2003; Wheen, 2004). As a consequence, many managers
have been grappling with the problem of how to exercise judgements
that strike a balance between overconfidence and over-cautious doubt.

Reflection and judgement

Karl Weick (2001) began an engaging discussion on this issue, suggest-
ing that having an attitude of wisdom will be one of the key manage-
ment competences in the ‘increasingly unknowable world’. Drawing on
case research from studies of disaster management, when decisions can
have immediate and life-threatening consequences, Weick examined
‘wise’ practices. So, for example, firefighters cited in his research oper-
ated by a maxim ‘don’t hand over a forest fire to an incoming crew dur-
ing the heat of the day’ because that was when winds were strongest, the
temperature at its hottest and humidity at its highest. Thus, a handover
during the evening gave the incoming crew more time to learn and
adjust to the conditions of uncertainty. Such maxims, he argued,
revealed two initial properties of wisdom — reflection and judgement.
Reflection referred to a way of considering events in the light of
their consequences in a wholly systemic fashion; in other words, it is
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about making considered decisions by articulating the ‘big picture’. If
reflection, as Weick argued, dealt with the substance of decision-
making, judgement was more about the process involved in coming to
reflective decisions. Judgement has often been thought of as ‘gump-
tion’ or ‘common sense’, which to most of us means bringing to bear
common knowledge to the decision-making process. However, Weick
believes bringing judgement to the reflective decision-making process
is more than mere common sense and must involve using the ‘non-
obvious, significant, shrewd and clever’ characteristics of decisions that
deal simultaneously with knowing and doubt.

This process of judgement exercised during reflective decision-
making, according to Weick, focuses not so much on what is known but
on how knowledge is held, shared and put to use. And, for him, hav-
ing an attitude of wisdom is the key to exercising sound judgements,
which is succinctly defined as knowing without excessive confidence or
caution. Overconfidence, he argues, arises because managers and
entrepreneurs find it difficult to doubt what they ‘know’ or admit to
themselves that they can know only a small part of what is knowable
about any situation. We have seen many examples of such overconfi-
dence occurring during the dot-com bubble at the end of the 1990s,
when a huge number of e-business start-ups came to market and
subsequently failed. Not only were the entrepreneurs behind these
businesses guilty of misplacing faith in the power of technology to gen-
erate new business models, but so were the financiers and venture
capitalists who lent them the money (Cairncross, 2003). Once people
made confident decisions, they became excessively attached to them,
defending their positions even in the light of contradictory evidence.
Such commitment to a course of action inevitably leads to blind spots
and inattention to questions and alternatives, yet in business circles
committed action is usually seen as preferable to doubt. This is because,
as many writers have suggested, businesses and managers value action
and anything that gets in the way of action — including reflection and
wisdom — is likely to be discouraged.

If we accept the notion of excess confidence, though as we have
pointed out this is less likely to be defined as a problem by practition-
ers, we can also be excessively cautious. On this last topic, there is a
much larger literature, because it is seen by managers and businesses
as a greater threat to action. This is reflected in their criticisms of busi-
ness schools, which have been characterized as institutions that pro-
duce analytical thinkers rather than ‘doers’ (Mintzberg et al., 1998).
Excess caution, according to Weick, is a relative concept, depending
very much on the position one starts from. So if we admit we don’t
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know (the answer), or if we notice we fail to notice (I've just discovered
I was wrong and I should have accepted your alternative answer — you
were right!), we begin to doubt ourselves. If those doubts begin from
a position of overconfidence, then we move towards wisdom; if, on the
other hand, we are too cautious to begin with, then we move further
away from being wise. In short, wisdom is a fulcrum around which
attitudes vary, and people make sense of their worlds differently,
depending on which side of the knowing—doubting scale they place
themselves.

Improvisation and wisdom

The main problem for managers, according to Weick, is to act their
way into confidence when confidence is already high, because that is a
position from which they will find it difficult to return. Instead, Weick,
rather controversially, argues that the point of balance between know-
ing and doubting is best summed up as an intended oxymoron — the
‘achievement of ignorance’. This he defines as the ability to act while
remaining doubtful. And achieving ignorance, the sign of the wise
manager, is based on his or her ability to improvise — the metaphor of
the manager as a craftsman. Such improvisation is not the ability to
make something from nothing, as is sometimes believed, but is the
ability to rework existing knowledge and materials to deal with unan-
ticipated ideas and problems during the course of work. In doing so,
we produce relatively unique solutions to ‘local’ problems set in partic-
ular contexts, rather than use preplanned recipes in an inflexible way
(think again about the saying ‘give someone a hammer and every prob-
lem becomes a nail’). To give an example, the wise manager is one who
when presented with a novel problem — say, the need to get academics
or doctors to become more business oriented — is able to use his or her
knowledge of people, whether formally or informally derived, and to
fashion a solution that will work in a particular context. Thus, in the
case of academics and doctors, financial gain may work with some peo-
ple at certain stages of their lives, whereas the opportunity for flexible
work arrangements or to travel may work with others at different
points in their careers. Such a wise course of action is qualitatively dif-
ferent from that taken by a manager who, following attendance on a
business course where he read up on some theory or best practice on
motivation through incentive schemes, then tries to apply these with-
out regard to the local circumstances, history or culture of the organi-
zation. Such an approach is to treat his or her knowledge as infallible.
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Instead, wise managers treat their knowledge as fallible, but at the
same time have sufficient confidence to take what knowledge they have
and combine it with other aspects of their repertoire to deal with new
circumstances and problems. In short, this is a learning strategy, in
which managers can act their way into thinking as much as they think

their way into acting.

Case 2.4: Kenneth Lay and Enron

Read this account of Kenneth Lay and Enron.
The 1 June, 2000 edition of The
Economist carried an article about
Kenneth Lay and Enron, which was an
interesting piece of foresight, unfortu-
nately not widely shared among the
financial community at the time.

The story began by praising Ken Lay
for turning Enron from a ‘stodgy gas con-
cern into a soaring new-economy compa-
ny’ but added the qualification “‘What has
he learned along the way?’

Enron’s success was due to its ability to
read the future and help create it in a
world of deregulated electricity and gas
markets in the USA, Europe and Asia.
Lay forecast how government-controlled
markets for national supplies of energy
would change; he also put pressure on
the US government to liberalize the ener-
gy market and exploited every legal loop-
hole to ensure that his company could
benefit. The results were spectacular,
with a nine-fold growth in market capital-
ization and an almost ten-fold rise in sales
from $4.6 to $40 billion during 1990 to
2000.

However, Lay wasn’t satisfied with that
success; he also sought to do the same in
the first decade of the millennium
through his passion for leveraging mar-
ket forces in the new, high-technology,

digital economy. ‘In a flurry of initiatives,
he has propelled Enron into trading
wholesale power on the Internet, into
web sales of electricity to retail con-
sumers, and even into Internet trading of
bandwidth ... The response from
investors has been astonishment, fol-
lowed by praise. Enron’s share price has
rocketed far faster than those of other
energy companies ...." Lay asserted that
Enron was a new-economy company
ahead of its time and brashly stated that
the best was yet to come. This boast was
despite some costly mistakes in the
Californian retail market for electricity
and a major blunder in the UK North Sea
involving gas exploitation some years
ago. As The Economist noted, his replies
usually laid the blame on someone else,
mainly the regulators, but it ‘leaves one
wondering if he ever learns from such
mistakes’.

The article also noted a problem of
corruption during an Enron power proj-
ect in Maharashtra, India, where it had
also been accused of ‘lack of transparen-
cy, insensitivity to local citizenry and
complicity in human rights abuses by
police’. During his presentations to sen-
ior business leaders, Lay has consistently
denied these rumours and laid the blame
on Indian bureaucracy. When asked
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about what lessons he has learned and
what he might do differently, the answer
was ‘nothing’.

The company has been charged with
arrogance, to which Lay responds with a
characteristic defence. He pointed to
the unfair treatment of other innovative
American companies such as Drexel
Burnham Lambert, a ‘freewheeling invest-
ment bank that shot from nowhere to
market prominence in the junk-bond
boom of the 1980s’. Lay spoke in glowing
terms about its leader, Michael Milken,
another star who was accused of arro-

gance. He argued that he was just aggres-
sive and innovative in trying to invent new
rules, but, as The Economist article pointed
out, Milken ended up in jail for breaking
the existing rules and Drexel collapsed.
The article concludes with the comment:
‘For all of its arrogance, Enron is hardly
likely to share that fate: but hubris (arro-
gance) can lead to nemesis (major fail-
ure), even so.” Just how prophetic the
author was!
1 How does Karl Weick’s discussion of
wisdom help explain the analysis of
Enron’s prospects in this article?

A model of effective

Figure 2.3
Modelling the rela-
tionship between
the manager in the
job and effective
managerial
performance.

Bringing these ideas together on the well-rounded manager, we can
map out the relationship between the person in the job (i.e. what
managers bring to a job) and their effectiveness as managers. The
core relationship is set out in the horizontal sequence of boxes in
Figure 2.3.

So, what I propose is that effective management performance is
related to the person in the job, including:

The far context
of the job

The near context
of the job

The style
you favour

The person in The role you The competences | mEafrfrea‘:;t::;l
j >
the job perform you demonstrate performance

The levels
at which you
operate

The frame of
the job
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their values, previous experience, their models of manage-
ment (assumptions);

their degree of emotional intelligence and their self-develop-
ment.

However, it is also clear from the previous discussions that the rela-
tionship between these personal qualities and management perform-
ance is directly influenced by two key mediating factors, which are:

the roles they are required to play (or choose to emphasize)
as part of their work, which include conceiving, communicat-
ing, controlling, linking, leading and doing;

the level of associated behavioural competences they display in
performing their new roles, including creating and innovat-
ing, communicating, creating a performance culture, project
management, demonstrating strategic flexibility, managing
conflict, building teams, networking, having an attitude of wis-
dom and making wise decisions.

In addition to this direct ‘line of sight” between what managers bring
to the job and their effectiveness, the different contexts in which indi-
vidual managers work will have an important moderating influence on
this relationship. Moreover, within given constraints, managers have a
choice in which roles they emphasize in their work and how they per-
form these roles (e.g. some managers are noted for emphasizing close
control over the work of their colleagues, whereas others prefer to del-
egate). These contexts and choices give rise to two related sets of moder-
ating factors that we can place above and below the core, horizontal
axis or line of sight in Figure 2.3:

The frame of the job. This refers to its purpose as set out by the
organization, the particular theory of the business employed
by the organization (its assumptions regarding success and its
business model), and its product/market position, structure
of controls and systems, etc.;

The near and far contexts of the job. The near contexts include
the agenda set by the manager’s bosses, the problems of man-
aging inside the manager’s department, the problems of
managing within and across the organization, and the prob-
lems of managing outside the organization, including deal-
ings with customers, suppliers, government departments and
employer’s associations. The far context refers to the nature
of the organization, including its structure, etc., the nature of
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the industry (product/services/consulting, etc.), and the
national and institutional framework in which the manager is
undertaking his or her work.

The choices that managers can make can be set out in terms of the
two interrelated factors that Mintzberg identifies as style and level.
Most managers have a degree of discretion over:

Their preferred style, including the roles they prefer to per-
form, how they perform their roles, and how they choose to
configure and relate one role to another. The choice is
between how they achieve balance between the three polari-
ties of management — management as science, craft or art.
The level at which they choose to operate, which reflects their
assumptions and preferred style of managing. They can
choose to manage action directly, they can choose to manage
other people taking action, or they can influence other peo-
ple by managing the information flows surrounding their jobs
so that they take necessary actions.

Let’s see if you can apply this model to understanding your job as a
manager or a manager with whom you are familiar.

Time Out: Self-reflection

Thinking either about yourself or a manager who is, or has been, close to you, use
Figure 2.3 to analyse the relationship between what you (or they) bring to the job and
your rating of yourself (or their) effectiveness as a manager. Use a sheet of paper to
redraw and annotate the diagram, because it will take up quite a lot of space if you do
this correctly. Doing so should be a useful exercise in understanding yourself or your
managerial colleague, and can lead you to think about your own self-development.

Questions

1 What personal qualities might you (or they) need to perform more effectively as a
manager?

2 Which roles do you (or they) choose to emphasize more than others in your (or
their) managerial work? Are these the right choices for managerial effectiveness,
given the context of the job?

3 What are the most important contextual factors that influence how you (or they)
perform their jobs? What can be done to influence these (if anything)?

4 How does the frame of the job influence the roles you (or they) perform? And can
anything be done to shape the frame of the job to make you (or them) more effec-
tive as 2 manager?
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5 What about your (or their) preferred style and the level at which you (or they) main-
ly operate at, i.e. through information, people or directly through action? How can
that be changed to make you (or them) more effective as a manager?

6 What are your (or their) key competences? Where are your (or their) shortcomings,
and what can be done to improve them?

Doing this exercise should prove to be very useful in understanding yourself or your
managerial colleagues, and can lead you to think about your own self-development or
the development of others.

Learning summary -

The key learning points from this chapter are:

The well-rounded manager brings values, attitudes and experi-
ences to the job, two of the most important of which are levels
of emotional intelligence (in addition to cognitive intelligence)
and the abilities and attitudes to engage in critical self-reflection
and make sound judgements, which balance overconfidence
and doubt.

The frame of a manager’s job, which includes its purpose, the
mission of the organization or department and the position of
the organization in its chosen market milieu, will have an
important influence on how the manager performs his or her
key roles, and the roles the manager chooses to play.
Managers spend much of their time in figuring out what to
do, or in setting agendas and priorities. Particularly at senior
levels, they are rarely told what to do directly.

How managers perform their key roles and the types and lev-
els of competences they demonstrate will be influenced by the
near and far contexts of their work. Effective management is
strongly embedded in context, and being good in one situa-
tion doesn’t always mean that someone will be good in anoth-
er situation.

Managers can operate at three related levels, indirectly
through manipulating information flows, more directly
through getting other people to act, or acting oneself.
Effective managers operate at all three levels, depending on
the context of the job and tasks at hand.

Management is sometimes distinguished from leadership, in
the sense that management focuses on stability and control
whereas leadership is necessary to produce change. The
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well-rounded manager has to have both of these characteris-
tics in his or her repertoire.

Having an attitude of wisdom, which means having enough
self-confidence to take action while remaining doubtful, is a
key feature in effective management. Acting one’s way into
thinking can sometimes be a more effective strategy for man-
agers than thinking one’s way into action. The former is a
learning approach whereas the latter is a planning approach.
Usually, however, managers need to be good at both.

Review questions -

Multiple-choice questions

2.1

2.2

2.3

2.4

Early studies on managers were mainly criticized for which

one of the following reasons?

A Being too simplistic.

B Not having enough prescription of how managers
should behave.

C  Lacking evidence of how managers behaved in practice.

D Lacking cohesion between roles and activities.

You have just been asked to think about taking on a new

job, which takes you outside your present function and

would put you in charge of a large number of people.

Which of the following characteristics should be highest on

your list of ‘things to reflect on’?

A Your self-awareness.

B Your social awareness.

C  Your interpersonal effectiveness.

D  Your ability to deal with ambiguity.

According to Mintzberg, the frame of a job consists of

which of the following?

A Networking, communications and interpersonal skills.

B  Purpose, perspective and position.

C  Conceiving and planning.

D Purpose, position and conceiving.

Scheduling is the ability to do which of the following?

Understand the frame of the job.

Prioritize targets, activities and resources.

Create a performance culture.

OO wp

Produce a quantifiable outcome.
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2.5

2.6

2.7

During your appraisal, you boss tells you that he wants you
to develop a ‘performance-oriented culture’ in your
department. He then asks you for ideas on how to achieve
this at the next meeting. Which one of the following would
be the best response for long-run success?

A Create an environment in your department in which
everyone has an equal say in decision-making.

B Create an environment where you welcome new ideas
and encourage everyone to engage in continuous off-
and on-the-job training.

C  Create an environment in which change is the norm and
in which maintaining things as they are is discouraged.

D Create a system of rewards in which people are paid
extra for their expertise.

Which of the following is considered a core competence

when managing at the action level?

A Technical expertise.

B Effective communication.

C  Managing conflict.

D  Strategic flexibility.

Which one of the following best describes a ‘well-rounded

manager’?

A Someone who is flexible in exercising leadership styles.

B Someone who is flexible in style and can work at dif-
ferent levels.

C  Someone who is slightly overweight.

D Someone who can deal effectively with customers and
employees.

True or false questions

2.8

2.9

2.10

A detailed list of the kinds of competences needed by all
managers is the best way of underpinning management
development. T or F?

It is best to recruit managers who have little experience of
managing because you can easily mould them into your
own way of doing things. T or F?

The ability to be self-reflective is innate and cannot be
taught. T or F?

2.11 Your boss says to you that a good manager should always

‘lead from the front” by becoming directly involved. T or F?
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2.12 Non-verbal communication is as important to managers as
verbal communication. T or F?

2.13 The study of decision science aimed to take the risk out of
decision-making by eliminating human bias. T or F?

2.14 Managers always need to be confident in their own judge-
ments. T or F?
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CHAPTER

Managing in the
Individual-organizational
context

At the end of this chapter you should be able to:

understand and apply the concept of psychological contracts
to work situations;

recognize good practice in managing psychological contracts
in organizations, and take steps to influence these unwritten
contracts;

understand the problems of managing talent, careers, indi-
vidual-organizational linkages and work-life balance;

use the ideas of organizational commitment, identity and psy-
chological ownership to analyse the strength of employee ori-
entations to your organization;

diagnose your strengths and weaknesses as a leader and those
of other colleagues;

construct a learning agenda to build your leadership compe-
tencies.

67
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Introduction -

In the previous chapter, we focused on the need for managers to
understand themselves and to reflect on how they can be more effec-
tive by managing at different levels and in different contexts. Our

model of the well-rounded manager has also highlighted the need for
managers to develop their emotional intelligence, competencies and
decision-making skills by developing an attitude of wisdom. In this
chapter I shall develop some of these ideas, but this time focus on how
managers can better understand the individual-organizational rela-
tionship and how they can provide more effective leadership that is
sensitive to people’s attachments to work and their needs.

This topic is potentially vast, and is usually covered by conventional
texts and courses on organizational behaviour, which concentrate on
understanding individual differences, motivation and job satisfaction,
learning, group dynamics, leadership and the like. I shall not attempt
to repeat what is already well treated in such books. Instead, I want to
examine two linked sets of questions, the answers to which have enor-
mous importance for managers:

What is the nature of the relationships between individuals and
organizations, how has it changed and how is it likely to change?
Can we identify certain core leadership styles which are
appropriate to managing the relationships between individu-
als and their organizations?

In addressing the first of these sets of questions I shall make use of a
concept that has become popular in the human resource management
literature, and is supported by research for the Chartered Institute of
Personnel and Development (CIPD) in the UK as a key idea in under-
standing the individual-organizational linkage. This concept is the
psychological contract, which we shall define and use to examine issues
such as ‘talent’” management, careers, employee commitment and iden-
tification, and the problems of over-identification, such as workaholism.
In addressing the second question, I shall make use of the concept of
emotional intelligence introduced in Chapter 2 and show how leadership
styles can be used to gain leverage in emotional intelligence to create
effective performance. As we shall see, the two concepts of psychological
contracts and emotional intelligence can be linked together and used to
make us more productive in managing individuals in organizations.

First, let’s look at some of the issues involved by examining the case in
Box 3.1, which is based on some work that colleagues and I carried out on
employee relations in the UK offshore oil industry (Martin et al., 2003).
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Box 3.1:‘Psychological contracts’ among oil workers in the UK
offshore drilling industry

The offshore drilling industry

In 1999 the industry comprised 14 companies employing some 6000 men and a limit-
ed number of women in onshore and offshore operations. The work of the offshore
drilling employees is usually depicted as hazardous, involving long hours in shifts and
working away from home. The majority of employees on the drilling rigs are semi-
skilled roustabouts, supervisors, and drilling technicians and technologists, most of
whom have worked in the industry for a number of years. Despite the contracting
nature of employment conditions, some employers and many employees tend to treat
the industry as a source of a traditional career rather than as a pure wage-for-work rela-
tionship with limited job security and no career progression. Though mobility between
companies was a feature of employment in the industry because of the contract nature
of the work, many of the employers had an implicit policy of retaining good employ-
ees because of their personal knowledge of particular drilling rigs. Consequently, it was
common practice in the industry to attempt to offer a degree of security during slack
times by standing down men for a period on limited pay until new contracts became
available. Such work protection practices, however, were not a feature of all companies,
and this became a source of difference among employers, from the perspective of both
employees and of clients, who were the oil ‘majors’ operating in the North Sea, includ-
ing companies such as BP, Shell and Exxon. These client companies regarded a degree
of employment continuity among the contractors’ workforces as sufficiently important
that they would sometimes ‘foot the bill’ to keep good workers on the books of drilling
contractors, especially if a new contract was imminent. Traditionally, these workers had
also been highly compensated in relation to comparable jobs onshore, though
through time the differentials had been eroded to a point where recruitment had
become difficult in 2000.

The UK offshore oil and gas industry as a whole had been traditionally hostile to
unions and union representatives. As a consequence, in the drilling industry, union-
ization was actively discouraged and no company gave any form of recognition to the
unions with members in the industry. In 1998, however, the UK government’s White
Paper on Fairness at Work was introduced with provisions to reintroduce the rights of
unions to pursue recognition claims if they could be justified in terms of union mem-
bership.

The UK offshore drilling contractors, which operated drilling rigs on behalf of the
oil and gas majors in the North Sea oil and gas fields, immediately saw themselves at
risk to predatory unions because they had been subject to attempts by a hostile union
called OILC to organize members on the drilling rigs. So, when the employers became
aware of the union recognition provisions of the White Paper, they perceived the
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threat of OILC for disruption as ‘mission critical’, particularly if the union was able to
recruit sufficient members and gain recognition under the legislation.

As a consequence, the drilling companies combined themselves into a consortium,
with the help of consultants, to decide what their stance should be. The first step the
consultants recommended was that they should undertake an attitude survey of all
employees in the industry to assess their general perceptions of what they wanted
from work, what they saw as the key obligations of their employers, and whether these
obligations were being met by their employers. The consultants also wanted the firms
to understand the attitudes of workers to trade unions, so that they could advise the
companies on how to proceed with union recognition. This survey involved all
employees in the industry and achieved a relatively high response rate of more than
60 per cent.

The employee survey phase as a means of intervention

The survey data provided a wealth of information on employee perceptions. Tables 3.1
and 3.2 provide a selection of these data, which were presented to the drilling con-
tractors’ HR managers.

Table 3.1
Selected data from the employee survey on key elements of the psychological contract

(Scale: | = strongly agree; 3 = neutral; 5 = strongly disagree)

For the purposes of interpreting these mean average responses, you should treat any result lying outside the range 2.4 to
3.6 as statistically significant. Any figure lying within this range should be treated as similar to the mean average, given the

sample size

Question Mean average
response of all
employees on a

five-point Likert scale

As far as could be expected the company has provided me with a reasonably 2.55

secure job.

The company has provided me with fair pay for the work | do. 3.06

The company has provided me with good career opportunities. 2.94

The company has provided me with interesting work. 2.54

The company has ensured my fair treatment by managers and supervisors. 2.67

The company has helped me with the problems | have encountered outside work. 3.14

The company always provides me with a safe working environment. 2.33

The company provides me with good training for the job. 243
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Table 3.2

Selected data from the employee survey on the need for union representation

(Scale: | = strongly agree; 3 = neutral; 5 = strongly disagree)

Question Mean average res-
ponse of all employ-

ees on a five-
point Likert scale
Employee relations in this company would be improved by having an employee 2.20

representative who could speak to management on our behalf.

Management in this company usually consult employees on issues that affect them. 3.0l

Management in this company usually give employees plenty of opportunity to 3.16
comment on proposed changes at work.

Having an employee representative would generally be beneficial in securing fairer 2.31
terms and conditions of employment.

There is definite need for better representation in this company to give voice to 2.18
employee wishes and grievances.

Based on these data and other findings and forms of analysis from the survey, the
headline conclusions from the study, which were reported to the HR managers and
their senior managers, were as follows:

The standard predictors of why employees in non-union companies show little inter-
est in joining unions are: (1) high levels of job satisfaction; (2) positive beliefs about
existing communications, consultation and grievance-handling procedures; and (3)
negative instrumental beliefs about the ability of unions to improve pay and condi-
tions. From Tables 3.1 and 3.2, it can be seen that job satisfaction was not signifi-
cantly high and that positive beliefs about existing communications were not high.
Furthermore, unions were seen positively as a means of providing a voice on key
issues and, of lesser significance, in improving terms and conditions of employment.
Employees did not perceive that they were well managed, particularly in relation to
supervisors treating people poorly and to perceptions of a lack of trust in supervi-
sors to work in employees’ best interests.

Employees were particularly interested in future employability, and the perception of
a lack of career development by employees was strongly associated with positive atti-
tudes to unions as a means of representation and participation in decision-making.
The lack of interactional justice (perceptions of fair treatment by the company and
the lack of trust in managers) and the lack of affective commitment (attitudes
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towards the companies) were associated with positive attitudes to unions as a
means of representation and participation in decision-making.

Expectations of job security were relatively low and, at the time of the survey, were
worsening.

Source: adapted from Martin et al., 2003.

The psychologica b

The case above discusses the levels of employees” attachment to their
work and to the companies employing them. I want to use the case to
introduce the notion of psychological contracts and show how useful
it can be in explaining the relationships between employees and their
organizations. First, however, we need to define what we mean by psy-
chological contracts, and look at how they are formed and then how
they are transformed.

Defining and forming psychological contracts

Psychological contracts have been used to describe the expectations
and beliefs that employees hold about the mutual obligations between
themselves and their organizations, such as expectations about fair pay
or career opportunities provided by their companies, or the amount of
effort they might reasonably be expected to exercise in performing
their work. Thus, the psychological contract mirrors the explicit legal
contract by focusing on the largely implicit and unwritten reciprocal
obligations, though certain writers have included written ‘promises’ by
employers, such as those evident in mission statements, e.g. to treat
people with dignity and fairness. Peter Herriot (2001) has provided a
basic but useful definition of psychological contracts as:

‘... The perception of the two parties, employees and employer, of
what their mutual obligations are to each other [sic]’

This definition needs some elaboration to tease out the key features
of such contracts. To help us, we can draw on the excellent insights
into psychological contracts and the employment relationship pro-
vided by Paul Sparrow and Cary Cooper (2003), who have produced an
excellent book in this field. They have highlighted four key aspects of
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psychological contracts and how they come to be formed and changed:

They are subjective, unique and idiosyncratic, in the senses that:
(1) they reside in the subjective expectations and perceptions
of employees (and employers); (2) every individual has his or
her own interpretation of these expectations and perceptions;
and (3) they vary from one person and organization to anoth-
er. Therefore, you can gain an insight into psychological con-
tracts by questioning only one party to the relationship,
because the contract ‘is in the eyes of the beholder’.

They are reciprocal, in the sense that they emerge in the con-
text of a specific mutual employment relationship. As there are
two parties to this relationship, they each have their own
expectations about the specific employment relationship (but
not employment relationships in general).

They are not objective ‘facts’, but based on beliefs and percep-
tions held by individuals. However, because people act on
their subjective perceptions, they are no less real in their con-
sequences than if they were fact.

They arise from beliefs and perceptions of obligations that, in
the case of employees, are what they believe they are entitled
to as a consequence of perceived promises, either explicit or
implicit, made by the employer. In that sense, a psychological
contract is more than just a set of expectations that can arise
in the absence of a promise. Only expectations relating to per-
ceived promises are entitled to be considered as part of the
psychological contract. Just what these promises look like in
practice and how they arise are illustrated in Box 3.2.

Box 3.2:‘Promises’ in the employment relationship that create
obligations

Promises arising from spoken and written communications:

strategic documents, employer commitments to certain courses of action, mission
and values statements, agreements, pledges, speeches;

financial statements or employer reporting statements;

statements made on application forms, etc., by employees.

Promises arising out of behaviour and actions:

observations of management or employee actions, e.g. how managers and employ-
ees act in relation to one another in treating each other with respect;

interactions with manager or employee representatives, such as how recruiters
behave during the interview process.
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Breach and violation of psychological contracts

Figure 3.1

Range of employee
responses to psy-
chological contract
violation. (Source:
based on Turnley
and Feldman, 1998.)

Like legal contracts, psychological contracts can be breached or
violated if employees feel that the significant terms have been bro-
ken, or that perceived obligations are unmet. The distinction
between breach and violation is largely one of degree; breaches are
treated as minor, more short term and less significant, whereas viola-
tions are seen as more serious, more long term and significant in
terms of outcomes. It is to the violation of psychological contracts
that many researchers attribute major breakdowns in employee
relations, or failures in organizational change programmes. For
example, violation of psychological contracts has been used to
explain strike action and rises in absenteeism and employee
turnover; at the same time, violation has been used to explain rising
levels of cynicism about never-ending ‘programmes’ of organizational
change and lack of trust in managers to ‘walk the talk’ (see Chapter 9)
(Martin et al., 1998).

One way of thinking about employee responses to contract violation
is to distinguish between active and passive ‘actions’ on the one hand
and positive and negative ‘actions’ on the other (see Figure 3.1). Note
how apparent loyalty or silence by employees may occur as a response
to management actions that breach, or even violate, expectations
regarding promises. In one sense, this can be treated as a positive

Passive
Loyalty or silence Exit strategy
Non-response or willingness to Voluntary termination of the
endure unfavourable ~| relationship by leaving for
circumstances, perhaps because another job or exiting labour
there are no better alternatives market altogether
Positive Negative
Exercise voice Neglect
‘Speaking up to power by May reflect passive negligence,
taking actions or expressing or active destruction through
comments, threats, etc., or > ‘political’ behaviour or
attempts to build/rebuild trust sabotage. Can also be
relationships expressed through cynicism
regarding management promises.
Active
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response to changes managers may make in the psychological con-
tract, because they have built up a store of trust and a reputation for
integrity in the past. However, it may also be seen as negative, because
employees endure what they perceive as unfair treatment as they are
unable to foresee alternatives to their current employment. When the
employment situation changes, however, they are very likely to adopt
an exit strategy if the breaches continue. A further implication of this
framework is that managers should do all they can to encourage
employees to ‘speak up to power’, rather than suppress discontent. By
encouraging such actions, managers are able to rebuild trust, an essen-
tial component of employment relations. Otherwise, they run the risk
of employees adopting a negative, ‘neglect’ strategy.

Predicting why and what happens when management actions that,
through design, accident or miscalculation, lead to breaches being
treated as violations has been studied by Conway and Briner (2002).
They point to four characteristics of perceived promises that can have
a major impact on employee responses to breach or violation:

the degree of explicitness of a perceived promise — the more
explicit the promise, the greater the sense of injustice and the
more active (positively or negatively) the employee response;
attributions of personal responsibility for contract breach or
violation — the more personally responsible a manager or
party is held to be for the perceived breach, the more intense
the other party’s reaction;

the unexpectedness or infrequency of the breach — the more
unexpected or infrequent the breach/violation (a break with
past behaviour), the more intense or active the response will
be from employees;

the degree of importance the party attaches to the goal or rela-
tionship breached — the more important the interest/relation-
ship breached, the more likely it will be treated as a significant
violation and, hence, provoke a negative response.

Exercise 3.1

Drawing on the previous discussion on psychological contract breach and violation, do
you think that the consultants should recommend that the drilling companies recog-
nize a union for bargaining purposes?
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Types of psychological contract

Though psychological contracts are individual in nature, resulting in
as many contracts in an organization as there are people, psychologists
have tried to classify some of their more general features. Three such
classifications have emerged in the extensive research in this area (e.g.
Rousseau, 1995; Thompson and Bunderson, 2003). These are set out
in Table 3.3 and reflect changes taking place in organizations and the
wider economy.

Table 3.3
Different types of psychological contract

Dimension

Transactional

Relational

Ideological

Organizational
obligations

Degree of job security, safe
work and a ‘fair day’s pay’

To provide a career with
training and education,
promotion opportunities,
interesting work and
long-term employment
prospects

Demonstrate credible
commitment to a valued cause

Individual obligations

‘A fair day’s work’

Go beyond contract by
doing excellent work
and demonstrating high
commitment and
identification with
organization

Participate fully in the
organizational mission/cause
by being a good organizational
and societal citizen

Beneficiary

Self

Mutual interest between
self and organization

The organization and
employee share same
passion/cause

Beliefs about human
nature

Self-interested, instrumental
worker who works
for money

Socialized employee, who
is collectively oriented
and finds satisfaction in
work itself

Principled involvement

Characteristics
of violation

Black and white

Grey areas, which are
negotiable

Grey (negotiable) but also
non-negotiable,
moral ‘hot-buttons’

Typical response to
violation

Leave organization

Withdraw commitment
and revert to a
transactional exchange

Principled organizational dissent

Basis of attachment
to work and
organizations

Compliance and focus
on the job

Identification with
organization and career

Work as a calling

Source: based on Thompson and Bunderson, 2003, p. 575.
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During the 1990s in the USA, it was argued that the traditional, rela-
tional contracts that many, mostly white-collar, employees held with
their employers — based on commitment in return for job security and
career prospects — could no longer be sustained because of increased
global competition. Consequently, it was suggested that this traditional,
relational contract was being replaced by a more transactional contract,
but one with a slight twist on the model highlighted in Table 3.3.
Organizations recognized that they could no longer offer stable
employment to all, nor could they guarantee careers to all, even though
they wished to retain the benefits of relational contracting from
employees working ‘beyond contract’ and showing high levels of (tem-
porary) commitment. Consequently, the notion of employability came
into common usage: employers sought temporary commitment from
employees as long as they remained in the job, but offered in return the
opportunity for employees for self-development and to hone their skills
on interesting and demanding projects. This employment proposition,
which was a form of ‘come and work for us and learn’, was attractive to
many mobile employees in fields such as computing and software devel-
opment because it made them more employable for their next job. In
effect, their career paths became boundaryless, because they moved in
and out of organizations and even occupations. This notion of employ-
ability, however, was much less widespread than much of the literature
would have had you believe, especially outside the ‘new economy’
organizations based in certain parts of the USA. We shall examine this
idea of changed psychological contracts later in this chapter, and in
other parts of this book, when we look at new forms of organization,
technological change and the knowledge context.

Many organizations, however, are seeking through their mission and
value statements to go beyond even relational contracts and create ide-
ological relationships with individuals. Most mission-driven organiza-
tions aim to captivate employees by having them believe that they are
working for a greater or higherlevel purpose, even in those basic
industries such as retailing. For example, Wal-Mart, the world’s largest
retailer, tries to engage employees by convincing them that they have
the opportunity to ‘give ordinary folks the chance to buy the same
things as rich people’. In Chapter 6, we shall examine just how effec-
tive such employer branding propositions are in the development of
ideological psychological contracts. However, it should be obvious to
most readers that ideological contracts are more likely to be found
amongst higher-level professionals in occupations with a sense of voca-
tion, such as medicine, teaching, religion and even politics, or in vol-
untary organizations such as Save the Children or Cancer Research.
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Exercise 3.2

Drawing on the material in this last section, how would you describe the psychological
contracts of most employees in the North Sea oil drilling industry, based on Table 3.3?

Measuring psychological contracts

Figure 3.2

Inputs, content and
outputs of the psy-
chological contract.
(Source: based on
CIPD, 2003; Guest
and Conway, 2002;
Martin et al., 1998.)

From a manager’s point of view it is clearly useful to be able to gain
insights into employee perceptions of perceived promises, because
they have extremely important consequences for understanding the
effectiveness of people management strategies and management
actions. Figure 3.2 shows the relationship between what some
researchers have found to be the important factors which shape psy-
chological contracts, the key components or content of psychological
contracts themselves, and positive and negative outcomes associated
with the way in which psychological contracts are managed.

What most employees appear to expect from employers and what
they regard as the most important employer obligations have been
identified by a number of researchers (see Herriot et al., 1997;
Sparrow and Cooper, 2003; CIPD, 2004). These items are often used
in surveys to determine the health of psychological contracts in organ-
izations:

to provide an adequate procedure for induction into the job
and training to make people more effective and safe;

Key factors which shape psychological The content of Key outcomes
contracts psychological contracts
Employee characteristics and expectations Perceptions of fair Employee behaviour
of perceived and important ‘promises’ by treatment by the and attitudes, including
organization identification with work
and the organization,
employee commitment,
management :> :> employee citizenship
behaviour (‘going the
extra mile’)
Organizational characteristics Trust in management to
do the best for ﬁ
employees
The employment value proposition and The extent to what Employee performance,
HR policies and practices on recruitment, employees perceive to  including work effort,
career development, training, rewards, have been promised is absenteeism, leaving,
employment security, etc. actually delivered etc.
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to ensure that the procedures for selection, appraisal, promo-
tion and lay-offs are fair;

to provide justice, fairness and consistency in the application
of important rules and on discipline and dismissal;

to provide equitable treatment on pay and rewards in relation
to market circumstances and to be fair in the allocation of
non-pay benefits to individuals and groups;

to provide interesting work where possible;

to provide fair pay for taking on responsibility in the job;

to provide career development and support for employees to
learn new skills;

to allow people reasonable time off and flexibility to meet
family and personal needs;

to consult and communicate effectively on matters affecting
employees;

to allow employees reasonable autonomy in how they do their
jobs;

to act in a personally supportive way to employees;

to recognize loyalty and reward special contributions;

to provide a safe and friendly work environment;

to do what they can to provide employment security;

for managers to act in such a manner that they keep promis-
es and commitments and do their best for employees.

Employers, on the other hand, seem to expect that employees will
work extra hours when needed, take on work outside their responsi-
bilities when circumstances dictate, look for better ways of undertaking
the job and suggest improvements, be flexible, save costs and adapt to
changes in the work environment.

Exercise 3.3

Thinking back to the North Sea oil industry case in Box 3.1, design three written sur-
vey questions that might identify key elements of employees’ psychological contracts.

Managing psycholc -

Managing the individual-organizational relationship by shaping the
psychological contracts of employees in a positive manner comprises
many elements. In this section, I want to discuss four of the more
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important of these, especially in the light of recent and forecasted
changes in employment and in the nature of organizations:

managing talent;

managing careers;

managing organizational commitment and employees’ iden-
tification with the organization;

managing work-life balance.

These four management issues of the individual-organizational rela-
tionship have all been the subject of intense research and speculation,
and are at the core of modern human resource management. As
Sparrow and Cooper (2003) have argued, the individualization of the
employment relationship has been one of the most important develop-
ments of recent times among organizations in most developed countries,
as the influence of trade unions has decreased and the use of non-
standard forms of employment contracts has increased. Such develop-
ments towards individualization can be seen in two ways. On the one
hand, some writers and critics have highlighted the negative side by
pointing to how modern national states and large organizations have
rejected their responsibilities for providing employment security and
passed the onus on to individuals to make themselves employable
through calls for self-development and displays of flexibility. On the
other hand, some writers and proponents of these changes have argued
that many employees are increasingly motivated by the need for auton-
omy, and actively seek more career flexibility and the opportunities to
follow rather different, boundaryless career and work patterns from
those of their predecessors, a point discussed in the previous section.
Many such individuals tend to work in knowledge-intensive occupations
and organizations, business and financial consultants, professional
engineers, entertainment, education and healthcare. Because these
people have such different orientations to work and because they tend
to be in short supply, organizations increasingly find themselves com-
peting for talent and having to devise new ways of managing them.

Managing talent

The term ‘talent management’ has come into popular usage as a direct
result of a major study by North-American-based McKinsey consultants
Ed Michaels, Helen Handfield-Jones and Beth Axelrod, who under-
took their original work in 1997 on the impact of how companies
managed their leadership talent on corporate performance, and have
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subsequently followed this study up with further research (Michaels
et al.,, 2001). Prior to the bursting of the dot-com bubble in the USA in
early 2000, the recruitment of talented people was seen to be the
biggest single issue facing US business. Based on some in-depth
research among business leaders these writers concluded that the ‘war
for talent” was, and would continue to be, one of the most important
problems facing industry and commerce in developed countries. The
changed labour market circumstances following the downturn in eco-
nomic prosperity in the USA associated with the dot-com collapse did
nothing to diminish their beliefs, and subsequent research by them
has provided strong support for their thesis in certain industrial sectors
and certain countries. Their work showed that only a small proportion
of senior managers believed their organizations: (a) recruited talented
people (their A-class high performers); (b) did all they could to iden-
tify and retain these talented performers, and to develop performers
with potential (the B class); or (¢) undertook to remove or replace low
performers (whom they called C-class performers).

Box 3.3: Defining talent

Talent, in this context, is seen in individual terms, and is very close to what we defined
in the last chapter as comprising the ‘well-rounded manager’, comprising ‘... a sharp
strategic mind, leadership ability, emotional maturity, communications skills, the abil-
ity to attract and inspire other talented people, entrepreneurial instincts, functional
skills and the ability to deliver results’ (Michaels et al., 2001, p. x).

Talent management, they argued, required a new talent mindset
among business leaders, because it was so ‘mission critical’, and there-
fore could not be left to HR departments. Instead, it required the
direct support of the organization’s board and needed to be made a
core element of the work of business leaders (see Table 3.4).

These authors proposed that organizations that sought to become
top performers should implement three elements of a talent manage-
ment strategy. There should be:

disciplined talent management, through rigorous and contin-
uous assessment, development of managers and matching
them with jobs;

creative recruitment and retention through refined and
meaningful employee value propositions (EVPs), which we shall
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Table 3.4

The new talent mindset

Old HR mindset

New talent mindset

The vague leadership and HR rhetoric of ‘people A deeply held conviction that talented people
being our most important asset’ produce better organizational performance
The responsibility for people management lies The responsibility for managers to do all they
with HR can to strengthen the talent pool

Small-scale and infrequent programmes for Talent management as a central component of
succession planning and training managers in the business and part of the ongoing role of
acquiring and nurturing people senior leaders

Managers have to work with the people they Managers constantly taking active and bold
inherit steps to attract and develop their talent pool

and actively manage low performers

Source: adapted from Handfield-Jones et al., 2001, p. 4.

discuss more fully in Chapter 6 on corporate reputation,
branding and HR;

thoughtful executive development, using coaching, mentor-
ing and on-thejob experiences at key points in managers’
development.

Helen Handfield-Jones has turned this strategy into a useful con-
sulting tool, which I have summarized in Table 3.5. It is worth noting
how the language and ideas of marketing, especially branding, have
been influential (see Chapter 6). First, this is apparent in influencing
the recruitment process, seen as too important to be left to HR practi-
tioners, especially those untutored in the language and methods of
developing strong corporate and ‘employer’ brands. Second, the lan-
guage and practice of marketing are evident in the proposals to seg-
ment internal labour markets rather than have just one offering for a
company. Instead, the proposals are to create different EVPs or employ-
er brands for each major segment or unit. This idea of differentiating
workforces internally to reflect the multiple, differentiated external
strategies of companies has become one of the key HR messages in
recent times (Huselid et al, 2005). In effect, this differentiation
mirrors the language of psychological contracting in recognizing the
individual nature of psychological contracts and the different types of
contracts. We return to this issue in the next section on managing
careers. Third, internal marketing is implied in the price segmenta-
tion, or rewards strategy, in organizations. Given that talent by defini-
tion is in short supply or, in the language of economists, inelastic in
supply in the short to medium term, the price of talent has risen quite
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Table 3.5

Elements of effective talent management

Danger signs

Disciplined talent management

Signs of progress

Signs of achievement

A focus only on obvious successors
in succession planning exercises

Some discussion of incumbents’
performance

Clear identification of A,B and C
performers in each talent pool

Lists of high-potential people,
but little action

Consultation of list when vacancies
occur

Written action plans for each
high potential’s development and
retention

Belief that there are no poor
performers

Admit that there are likely to be
some, but avoid doing much about
it

Act decisively on poor
performers by improving or
replacing them

Hold no one accountable for
talent management, except for HR

Evaluate managers on how well
they manage their staff

Hold leaders directly
accountable for developing their
talent pool.

Danger signs

Signs of progress

Creative recruitment and retention

Signs of achievement

Empty rhetoric about being a
good employer to work for

Think about the EVPs for
each type of talent

Understand the strengths and
weaknesses of the EVPs for each
type of talent and plan to
strengthen them

Hire only at entry levels and grow
only from internal hires

Occasionally bring in senior or
specialist people from outside

Recruit a steady flow of talent
at all levels

Go to the same sources for
recruiting talent

Experiment with new sources,
but look for similar backgrounds

Creatively tap new pools of
talent, looking for essential
capabilities

Have high and consistent attrition
rates among managers

Analyse attrition data by
department and type

Know the attrition rates of A, B
and C performers and

understand why they are leaving,
performing or underperforming

Danger signs

Signs of progress

Thoughtful executive development

Signs of achievement

Leave the job assignments of
managers to the manager who
hires them

Suggest some candidates from the
high-potential list or job-posting
system

Involve leadership teams on
every assignment decision,
seeking to optimize these across
the company

Recruit most qualified candidate
with no discussion of development

Stretch people, but not in the
context of any development plan

Thoughtfully consider the
development needs of each
assignment and the development
needs of each candidate

Assume that the best way to
develop people is by throwing
them in at the deep end

Provide formal feedback through
appraisal once a year

Embed candidate feedback and
coaching into the routines of the
organization and the jobs of
leaders

Invest in training driven by top-
down assessments of candidates
and then only in response to
immediate needs, threats or crisis

Offer regular but basic programmes
for management development
and leadership, usually off the job

Offer integrated management/
leadership learning programmes
for each transition point

of managerial careers

Source: adapted with permission from Handfield-Jones, www.handfieldjones.com/diagnose/index.html
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markedly over the last few decades in many countries. Thus, organiza-
tions, it is argued, will have to become used to ‘paying for the person’
rather than having fixed rates and bands for staff, and the differentials
between high performers and average performers will gradually
increase to reflect market values and the kinds of economic rent that
accrue to factors in short supply. There is certainly evidence of this hav-
ing occurred since the 1980s, with ratios of salaries between the top-paid
managers and the average salaries of employees having increased signif-
icantly in most countries (Wolf, 2002). For example, CEO salaries rose
by a factor of 10 during the period 1990-2000 in the USA, whereas the
pay of the average employee barely rose at all during the same period
(Sparrow and Cooper, 2003). The fourth link with marketing is in the
segmenting of performance levels and in the strategies for dealing with
different ‘portfolios’ of performers. The traditional Boston Consulting
approach to the growth-share matrix uses language like investing in
potential ‘stars’ (the As) and ‘putting down the dogs’ (the Cs).

Such language and approaches to individualizing talent, however,
have not captured the imagination of all commentators and practi-
tioners. The case below points to problems that can arise when indi-
vidual talent management is overemphasized, especially at the expense
of other members of the organization.

Case 3.1:The dark side of talent management

The ‘talent mindset’ is the new orthodoxy
of American management. It is the intel-
lectual justification for why such a high
premium is placed on degrees from first-
tier business schools, and why the com-
pensation packages for top executives
have become so lavish. In the modern
corporation, the system is considered
only as strong as its stars, and in the past
few years this message has been preached
by consultants and management gurus all
over the world. None, however, has
spread the word quite so ardently as
McKinsey and, of all its clients, one firm
took the talent mindset closest to heart. It
was a company where McKinsey conduct-

ed 20 separate projects, where McKinsey’s
billings topped $10 million a year, where
a McKinsey director regularly attended
board meetings and where the CEO him-
self was a former McKinsey partner. The
company, of course, was Enron.

The Enron scandal is now almost a
year old. The reputations of Jeffrey
Skilling and Kenneth Lay, the company’s
two top executives, have been destroyed.
Arthur Andersen, Enron’s auditor, has
been all but driven out of business, and
now investigators have turned their atten-
tion to Enron’s investment bankers. The
one Enron partner that has escaped
largely unscathed is McKinsey, which is
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odd, given that it essentially created the
blueprint for the Enron culture. Enron
was the ultimate ‘talent’ company. When
Skilling started the corporate division
known as Enron Capital and Trade in
1990, he ‘decided to bring in a steady
stream of the very best college and MBA
graduates [he] could find to stock the
company with talent’. During the 1990s
Enron was bringing in 250 newly minted
MBAs a year. “‘We had these things called
Super Saturday,” one former Enron man-
ager recalls. ‘I'd interview some of these
guys who were fresh out of Harvard, and
these kids could blow me out of the
water. They knew things I'd never heard
of.” Once at Enron, the top performers
were rewarded inordinately and promot-
ed without regard for seniority or experi-
ence. Enron was a start system. ‘The only
thing that differentiates Enron from our
competitors is our people, our talent,’
Lay, Enron’s former chairman and CEO,
told the McKinsey consultants when they
came to the company’s headquarters in

Houston. Or, as another senior Enron

executive put it to Richard Foster, a

McKinsey partner who celebrated Enron

in his 2001 book (co-authored with Sarah

Kaplan) Creative Destruction, ‘We hire very

smart people and we pay them more than

they think they are worth.’

The management of Enron, in other
words, did exactly what the consultants at
McKinsey said that companies ought to
do in order to succeed in the modern
economy. It hired and rewarded the very
best and the very brightest — and it is now
in bankruptcy. The reasons for its col-
lapse are complex, needless to say. But
what if Enron failed not in spite of its tal-
ent mindset but because of it?

1 Can organizations overrate talented
people? What does the case highlight
about the dark side of talent manage-
ment?

Source: based on The Talent Myth, by
Malcolm Gladwell, available online at
http:/artsci.shu.edu/english /basicskills/
02-exploratory/example-exploratory.htm.

Well-known academics such as Jeffrey Pfeffer and Nitrin Nohria in

the USA have pointed out the dangers of talent management and the
trends toward individualization of the employment relationship. The
main thrust of their criticisms is that the competition created by talent
management practices harms everyone, and not just the ‘losers’ or ‘C’
performers. This is because it undermines organizational loyalty, team-
working, knowledge sharing and the organization’s overall ability to
turn knowledge into action. To many people in the USA and UK, man-
agement practices that produce internal competition are so common
nowadays that they seem unexceptional. Examples of such talent man-
agement practices include recognition awards given to individuals,
such as ‘employee of the month or year programmes’; forced distribu-
tions of individual merit raise budgets, so what one person receives
another cannot; contests between departments or individuals for
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prizes; and published rankings of unit or individual performance.
These practices often create a zero-sum contest in which the success or
rewards of one person or department must come at the expense of
another, and thus there is a builtin disincentive to share knowledge.
Other problems identified by Pfeffer (2001) and Groysberg et al.
(2004) include the following:

The focus on hiring outsiders plays down the abilities of insid-
ers, who can rapidly become demotivated and often leave.
Organizations that ‘enjoy’ such a reputation for favouring
external ‘new talent’ can attract poor reputations among
potential recruits as a ‘hire-and-fire’ company, as well as
among dissatisfied insiders (a point to which we shall return
in Chapter 6).

The focus on hiring outsiders leads senior managers to
expend considerable effort in finding the ‘right people’. Such
a commitment leads them to rationalize their efforts by plac-
ing high value on talented outsiders and to assume they are
better than insiders. Sometimes we refer to this as the ‘neglect
of prophets in their own land’ syndrome. This syndrome is
exemplified by the current fashion among some football
clubs for recruiting football managers and football stars from
other countries, which is often played out in the popular press
by a ‘will they come, won’t they come’ storyline and frequent-
ly leads to a bidding war in which outsiders are paid much
more than insiders. Such strategies often lead not only to
internal dissatisfaction but to a mercenary culture, because
talented individuals who are attracted by money are equally
likely to leave for money.

Focusing on individual talent often results in playing down
the need to repair problems with the organization as a whole,
such as the ‘fit’ among individuals, business processes, orga-
nizational cultures and structures. Again, the football team
example highlights the problems of relying on recruiting star
players, a strategy that doesn’t always lead to success.
Arrogance and elitism often follow the recruitment of talent-
ed individuals — part of the problem at Enron. Such attitudes
and behaviour run counter to the attitudes of wisdom, a deli-
cate balance between knowing and doubting and one of the
hallmarks of good managers and leaders (see Chapter 2).
The stars’ ‘shine’ typically begins to decline because they are
uprooted from their supportive, previous organization and
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workgroups and replanted, often in infertile soil. Stardom is
over-attributed to personal qualities and under-attributed to
the organizational context. Moreover, the performance of the
group that has to work with the new star usually suffers
because of declining morale, communication problems and
interpersonal conflicts. These two consequences have been
shown to be related to the declining valuation of companies
following publicized appointments of stars in the financial
services industry (Groysberg et al., 2004).

Managing careers

We have already raised some of the issues concerned with managing
newer patterns of careers in the previous sections. However, there are
issues requiring more elaboration so that managers are better able to
understand and deal with the problems they are likely to face, both
now and in the future. These issues can be subsumed under the gen-
eral trend in career patterns towards fragmentation, segmentation
and/or idiosyncrasy.

I have already introduced the notion of boundaryless careers,
employability and the individualization of employment in previous sec-
tions. Though there is still some argument over the objective evidence
on the extent to which individual career expectations have changed,
and whether there have been markedly different career behaviours
exhibited by the majority of employees, there is little doubt that the
rhetoric of careers has changed since the 1990s. What seems to be a wide-
spread trend, in the developed world at least, is for employees to begin
their disengagement from careers at an increasingly early age
(Sparrow and Cooper, 2003). However, given demographic trends and
projected labour shortages in certain countries over the next few
decades, coupled with the pension crisis in which employers and many
countries will find themselves increasingly unable to fund adequate
pensions as a consequence of the ageing of the workforce (Drucker,
2001), we shall have to wait to see whether early disengagement is a
fact of life for most people.

In the 1980s, Ed Schein (1990) developed the idea of people having
different career anchors, relatively stable orientations to one’s organiza-
tion and one’s career(s). He identified eight such anchors (see Box
3.4), which have been widely used to analyse career development and
to provide advice to managers.
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Box 3.4: Schein’s career anchors

Edgar Schein has identified eight career anchors, and has shown that people will have
prioritized preferences for these. For example, a person with a primary theme of secu-
rity/stability will seek secure and stable employment over, say, employment that is chal-
lenging and riskier. Career anchors, he argues, are relatively stable, and people tend to
stay anchored in one area, which will be reflected in their career and job choices.

Technical/functional competence. This kind of person likes becoming expert at some-
thing, and will work to this end. They like to be challenged and then use their skill
to meet the challenge, doing the job properly and better than almost anyone else.
General managerial competence. Unlike technical/functional people, these folks want
to be managers (and not just to get more money, although this may be used as a
metric of success). They like problem-solving and dealing with other people. They
thrive on responsibility. To be successful, they also need emotional intelligence
competences.

Autonomy/independence. These people have a primary need to work under their own
direction, rather than be controlled. They avoid standards and prefer to work
alone.

Security/stability. Security-focused people seek stability and continuity as a primary
factor of their lives. They avoid risks and are generally ‘lifers’ in their job.
Entrepreneurial creativity. These people like to invent or innovate, be creative and,
most of all, run their own businesses. They differ from those who seek autonomy
in that they will share the workload to accomplish things. They find ownership very
important. They easily get bored. Wealth, for them, is a sign of success.
Service/dedication to a cause. Service-oriented people are driven by how they can help
other people, often more than using their natural talents (which may fall in other
areas). They tend to work well in public services such as education and healthcare,
or in management occupations such as HR.

Pure challenge. People driven by challenge seek constant stimulation and difficult
problems that they can tackle. Such people will change jobs when the current one
gets boring, and their careers can be very varied.

Lifestyle. Those who are focused first on lifestyle look at their whole pattern of liv-
ing. They not so much balance work and life as integrate it. They may even take
long periods off work in which to indulge in passions such as sailing or travelling.

More recent work by Arthurs et al. (1999), however, has shown that
the permanence implied by the notion of career anchors may be a
little misplaced. They found that 75 participants in their in-depth,
longitudinal study over a period of ten years were less likely to
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involve upwards progression and were much less linear and idiosyn-
cratic than most career theory had suggested, often involving move-
ments outside the labour market and downwards and sidewards
moves. Thus, careers, they argued, sometimes lacked the objective
rationality that was implied by these anchors, or else revolved
around individuals’ desire for personal fulfilment or maximization
of their earnings or education, depending on their ambitions at a
particular point in time.

In relation to psychological contracting, research has found
highly varied attitudes and expectations of such contracts,
even within the same industry (retail banking) and in the
same country (the UK) (Sparrow and Cooper, 2003). Once
we move outside similar contexts, we are likely to find
increased variations among typical psychological contracts
(Herriot, 2001). For example, US researchers have found
significant differences among career orientations and career-
oriented behaviours of knowledge workers and managers in
leading technology companies in America, Europe, Asia and
Israel (Finegold and Mohrman, 2001) (see Table 3.6).

This last piece of work has not only focused on what employ-
ees say in interviews about expectations and desires, but has
also examined the relationship between key behaviours and
levels of employee retention and commitment. The key point
for managers from this research reinforces the idea intro-
duced in the previous sections that organizations need to use
their data on employees to refine their understanding of
changing and varied employee expectations, psychological
contracts and career-driving behaviours, and to segment their
workforces and develop appropriate EVPs and employer
brands.

One general trend is for people to seek more flexibility in the
type of employment relationship and psychological contract
they have with their employers. Such flexibility is more likely
to be sought and negotiated by people whose skills are highly
valued and who are in a relatively powerful position to nego-
tiate flexible deals. They are usually high-status employees
who are also highly mobile and marketable. Denise Rousseau
(2001), one of the most influential researchers of psychologi-
cal contracting, has called this process idiosyncratic dealing.
These deals are different from psychological contracts
because they are based on more than employee expectations



90

Managing people and organizations in changing contexts

Table 3.6

Potential variety in psychological contracts and career expectations

Sparrow’s contractual deal
(UK retail banking)

Herriot and Pemberton’s
career contracts
(UK retail banking)

Finegold and Mohrman
‘What employees really
want’ (Technology

industry/cross country)

Still ambitious — accept
constraints of new deal but
believe they can still advance

Career development core deal —
organization sought flexibility,
commitment, involvement and
performance, while employees
accepted this and sought trust,
security, employability and

career development

Early career employees

(30 and under) seek career
advancement, satisfaction with
professional work environment,
influence within organization
and to work for innovative
company. Security less important

Frustrated mobile — disengaged
mentally because managers

did not understand need, and
were on constant job search

Autonomy — organization looked
for specific, short-term,
project-type skills and capability
to work unsupervised, while
employees sought autonomy,
freedom to do work and
challenging projects

Mid career employees (31-50)
seek degree of autonomy to
manage own careers and
professional satisfaction

Passively flexible — understood
requirements for being flexible,
but no enthusiasm for it

Lifestyle or part-time deal —
organization wanted flexibility to
match workload and part-time, and
usually high-customer service skills
while employees wanted flexible
work patterns and workloads to
match their lifestyle loads

Late career employees
(over 50) These employees
seek security above all else.
Professional satisfaction

and autonomy less important

Lifers — respected old relational
contracts, and not impressed with
high pay and employability.
Believed technical competence
was sufficient reason for
advancement

Buy me out — sought a deal to
leave, but waiting for right offer
from employers

Guidance seekers — sought and
needed help to understand their
career possibilities

Don’t push me too fast —
understood need for change but
thought it was going too fast,
too far

Just pay me more — transactional
outlook, and would accept most
changes but at a price

Source: adapted from Finegold and Mohrman, 2001; Sparrow and Cooper, 2003, p. 131.
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and arise only when individuals actually negotiate different
treatment from their employers than is normally the case with
comparable others. Examples of such deals often involve
working less than full-time contracts so they have time to work
on their own behalf with other clients, or can enjoy ‘portfolio’
careers, working significant time at home and negotiating
special monetary and non-monetary arrangements, including
special performance or commission arrangements, pension
deals, vacation time, etc. Idiosyncratic dealing, however, cre-
ates a number of problems for employers because it gives rise
to a ‘star’ system that breaks normal conventions and can lead
to some of the problems associated with talent management
discussed earlier.

Exercise 3.4

Think about your career. Which description, if any, fits your own career pattern or
expectations? Would you say that your career expectations have changed over time?

Managing organizational commitment and identification

We have repeatedly come across or used terms such as commitment,
identification, citizenship or engagement; these are different ways of
describing the nature of the linkage between an employee and his or
her organization and the factors that influence this relationship. For
managers, it is important they understand the differences in these link-
ages, especially what they refer to and their implications for practice
(see Table 3.7). For example, commitment, identification and citizen-
ship each have their own specific meaning, antecedents and conse-
quences, yet each is used to describe the nature of psychological
contracts and the strength of employee brands or EVPs. Furthermore,
many employee surveys conducted by ‘blue-chip’ organizations fail to
distinguish between them or, even worse, confuse them. As a conse-
quence, HR managers often have to rely on measures for A (e.g. iden-
tification) while hoping for B (e.g. commitment). In this section, we
shall look briefly at organizational commitment, organizational identi-
fication and the notion of psychological ownership, the three most
important of the individual-organizational linkages (Sparrow and
Cooper, 2003).
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Organizational commitment

In the case on the North Sea oil industry, our measures of employees’
relationships with their organization focused mainly on commitment,
a term that is used to refer to a number of different attachments to
work, including commitment to work itself, to specific jobs, to the
union or workgroup, to a career or professional calling, or to the
employing organization(s). It is the last of these that has received most
attention because it has promised much in terms of desired organiza-
tional outcomes, such as loyalty, ‘going the extra mile’ (organizational
citizenship behaviour), low absenteeism and good performance.

Organizational commitment is usually defined in terms of the rea-
sons underlying people’s wish to join and remain with an organization
and their feelings towards it (Sparrow and Cooper, 2003). It is some-
times thought to have three components, which are set out in Box 3.5.
An individual’s commitment can be made up of one or more of these
types of commitment, and usually a composite measure of all three is
provided in general surveys.

Box 3.5:Three types of organizational commitment

Affective (or attitudinal) commitment, which is based on a willing acceptance of the
organization’s goals and an identification or emotional attachment with the organ-
ization and its values. Measures include items like ‘I really feel as if this organiza-
tion’s problems are my problems’.

Continuance commitment, which refers to the extent to which employees are bound
to the organization in terms of their intention to remain or leave. This may result
from a weighing-up of the costs and benefits of staying or leaving, such as percep-
tions of alternative jobs, or the financial hardship associated with leaving. Measures
include items like ‘I would continue to work for this organization even though I
received a better offer from another employer’.

Normative commitment, which refers to an individual’s perceptions of obligation or
loyalty to the organization. Measures include items like “This organization deserves
my loyalty’.

Source: based on Meyer and Allen, 1991.

There are several problems, however, with the notion of organiza-
tional commitment that render it a less useful concept in describing the
strength of the relationship between individuals and their organization,
especially in contemporary contexts (Swailes, 2002). First, it is used as
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both an explanation and an outcome of individual-organizational link-
ages, which can cause confusion in trying to establish the causes of
commitment. Second, the notion that individuals may be committed
to only one organization, especially in the light of recent changes
towards networking in organizations (see Chapter 4), and in the light
of boundaryless careers discussed earlier, may be becoming outmoded.
Third, the goals and values of a large organization are likely to vary
from one part to another, such as in those organizations that have
strong lines of business brands, and rejection of one specific value (or
line of business brand) may coexist with the acceptance of other values
(or other lines of business). This could be the case, for example, with
organizations that have ethically dubious products such as cigarettes as
part of their portfolio.

Perhaps more than anything, however, the reason to be a little wary
of the concept of commitment is its promised and expected relation-
ship with desired organizational outcomes. Although high levels of con-
tinuance commitment have been shown to be related to lower labour
turnover and absence, and affective commitment has been shown to be
associated with job performance, the links between organizational
commitment as a whole and performance are really quite weak
(Sparrow and Cooper, 2003). And given the changes in the nature of
employment discussed in the previous paragraph and throughout this
book, even this weak relationship may diminish over time.

Organizational identification

This concept has become more widely used over the last decade or so
because of its more direct links with values-based management, EVPs
and employer branding (see Chapter 6). It differs from commitment,
which is a more general term, and refers to only one component or
type of commitment. However, psychologists who are experts in iden-
tity theory have claimed that organizational identification is a deeper
and richer concept than that which is measured by commitment scales.
It also has a specific meaning.

Psychologists argue that organizational identification occurs when
employees incorporate their beliefs about the organization into their
own personal identity, which is defined in terms of how individuals
think about themselves. Social identity theory, the basis of this idea,
suggests that we define our self-concept through the links we have with
important reference groups by forming a relationship in our minds
between the identity of those groups and ourselves. We tend to highlight



94

Managing people and organizations in changing contexts

the similarities between our own self-identity and those of the group we
aspire to relate or belong to, and play up the distinctiveness between
ourselves and those groups that don’t fit in with our self-identity
(Sparrow and Cooper, 2003). For example, suppose we are socialized
into the values of entrepreneurship through participation in the kind
of society we live in and, perhaps, through our education — as is often
the case with US students. It is likely that we shall seek to work in an
organization that embodies such values and, through time, gradually
take on the other values associated with the entrepreneurial organiza-
tion, such as creativity and excitement. It is also likely that we would
begin to define ourselves as ‘entrepreneurial’, associate more with like-
minded people, and put some distance between ourselves and those
people who did not embrace entrepreneurial values. So, the more
individuals believe the norms and values of an organization represent
their own norms and values, the greater their level of organizational
identification.

From the perspective of managers, as Sparrow and Cooper point
out, organizational identification theory holds out much promise,
because strong levels of identification have been found to be positive-
ly related to employee self-esteem, greater satisfaction and motivation,
perceived superior job performance by managers, high levels of loyal-
ty, a more attractive place to work, organizational citizenship and work-
ing beyond contract.

Psychological ownership

Jon Pierce and his colleagues (2001) have argued that, although com-
mitment and identification are important constructs for understand-
ing the relationships and attachments between individuals and their
organizations, neither is a complete or even necessary explanation of
psychological ownership, which they define as follows:

As a state of the mind, psychological ownership ... is that state in
which individuals feel as though the target of ownership (material or
immaterial in nature) or a piece of it is ‘theirs’ (i.e. It is MINE!"). The
core of psychological ownership is the feeling of possessiveness and
of being psychologically tied to an object.

(Pierce et al.,2001, p. 299)

These authors contend that ‘mine’ is a small word, but with enor-
mous consequences for organizations. Ownership arises because peo-
ple have an innate need to possess, or because it satisfies certain
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human motives, which are either socially derived or genetic. These
include:

the need to control, in which ownership confers on us certain
rights and abilities to shape our environment so that we can
become more effective — for example, the degree to which we
can determine our working times;

self-identity, which is formed partly through our interactions
with what we possess and our reflections on what they mean —
for example, company cars;

the need to have a place or ‘home’ that we can call our own,
which is not only a physical but also a psychological space —
for example, employees not only seek office or work spaces
they can call their own, but also look for ‘soul mates’ they can
metaphorically set up a home with at work.

Ownership is achieved by three ‘routes’, involving:

1 Having a strong degree of control of the object of our owner-
ship, such as the job or the organization and its performance.

2 Coming to know the object of our ownership intimately by
having a ‘living’ relationship with it — for example, the gar-
dener who comes to feel the garden belongs to him or her
after a certain time of working in it.

3 Investing the self into the object of our ownership. Through
time as we expend effort into shaping, creating or making
something we feel that we come to own what we have shaped,
created or made, such as machines, ideas and even people.

The consequences of psychological ownership are to create among
individuals a set of perceived rights and responsibilities that help explain
why individuals promote and resist change. Thus, change that is self-ini-
tiated by employees who have high levels of psychological ownership is
more likely to be promoted and accepted because it enhances feelings
of self-efficacy and control. Likewise, imposed change is likely to be resis-
ted because it diminishes feelings of self-efficacy and self-control. This
concept is extremely important in understanding the success or other-
wise of stock or share ownership in organizations, often given as a form
of reward to individuals and as a way of creating organizational identifi-
cation. As Sparrow and Cooper (2003) point out, share ownership with-
out psychological ownership will not produce the hoped-for benefits of
greater organizational identification and motivated behaviour.

Finally, however, it is also worth noting that high levels of psychologi-
cal ownership can also create pathological responses among those peo-
ple who become separated from the objects of their ownership. For
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example, many years ago I worked as a personnel manager in a con-
struction company. Some senior managers in that company proposed
laying off a large number of young electricians who had spent many
months installing electrical wiring in a new and high-profile building, on
which many of these apprentice electricians were naturally proud to
have worked. On hearing of the proposed lay-off, in a deliberate act of
sabotage these young electricians systematically removed all the cabling
and equipment they had installed.

Pierce and his colleagues have compared and contrasted the three
concepts of commitment, identification and ownership, the outcomes of
which are highly relevant to managers who hope to manage psychologi-
cal contracts and individuals’ attachment to their organizations. I have
adapted their table in Table 3.7 to highlight the most important practical
implications.

Table 3.7

The differences between commitment, identification and psychological ownership

Criteria for
distinctiveness

Organizational
commitment

Organizational
identification

Psychological
ownership

Core proposition of
concept

Desire to remain with
organization

Use of organization’s
identity to define oneself

Possession of the
‘organization’, job or
area of work

Beliefs and values

Self-enhancement

Questions answered Should | remain? Who am I? What is mine?

for individuals

Motivational bases Security Attraction Control
Belongingness Affiliation Self-identity

Need for place

How it develops

Decision to remain with
organization

Incorporating
organizational

values into self
Affiliation

Emulating organizational
characteristics

Active imposition/
investment of self
on organization

Main consequences for
practitioners from
research findings

Organizational citizenship
behaviour (‘going the
extra mile’)

Intention to leave or
remain

Attendance and
absenteeism

Support for
organizational

values and participation
in its activities
Intention to remain
Frustration/stress
Alienation

Lack of integration

into organizational
values/culture

Development of
employee rights and
responsibilities
Promotion of/resistance
to change

Frustration, alienation
and sabotage
Integration of employees
with work
Organizational
citizenship behaviour

Source: adapted from Pierce et al., 2001, p. 306.
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Over-identification and workaholism

In the previous section we touched on negative consequences of high
levels of psychological ownership in terms of stress and sabotage. One
of the most popular discussions among the organization and families
of many employees, however, is the subject of workaholism, which
tends to be treated as a pathological response to the pressures of
organizations on individuals and as a form of addictive behaviour, like
drug taking. The prevalence of workaholism, especially among profes-
sional workers and certain cultures, has been estimated in some stud-
ies to be around 20 per cent of employees in the groups studied. So,
for example, one study in the USA in 1980 estimated that whereas 5
per cent of the population might be classified as workaholics, 23 per
cent of a sample of doctors, lawyers and psychiatrists were high on
workaholism measures. Similarly, a study in 1996 of Japanese managers
found that 21 per cent of the sample were workaholics (Burke, 2000).
Yet, depending on where you stand, variations on so-called workaholic
behaviour can be seen as a relatively positive force in society, at least in
small measures, rather than as a wholly negative one.

For managers, it is important to be able to identify workaholic
behaviour (especially among themselves), to understand its positive
and negative consequences and how it can be managed for the good
of both the organization and individual. Perhaps the most neutral def-
inition is the three-step process identified by Scott et al. (1997), who
suggested that workaholism can be identified by the amount of and
attitudes to discretionary time spent on work, thinking about work
when not working, and working beyond what the organization
requires. When we discuss workaholic attitudes and behaviour, though,
we usually refer to the negative aspects, including long work hours at
work and at home, waking times, refusal to delegate, not taking holi-
days, low levels of trust in others, perfectionist behaviour, and a range
of attitudes associated with such behaviours.

Workaholism has been distinguished from other types of engaged
work behaviour in relation to three variables: work involvement, which
refers to the degree of psychological involvement with work; work drive,
which relates to the extent that individuals feel an inner pressure to
work; and work satisfaction, which is the degree of pleasure gained from
work. According to some researchers, workaholics tend to be high on
work involvement and drive, but low on enjoyment (Robbins, quoted
in Sparrow and Cooper, 2003). However, these findings may oversim-
plify the picture a little. For example, someone may claim to be



98

Managing people and organizations in changing contexts

involved in his or her work, but this does not necessarily lead to worka-
holic behaviour. Nor is it necessarily the case that workaholics don’t
enjoy their work. For example, a UK-based Chartered Institute of
Personnel and Development study found that 51 per cent of self-
reported workaholics agreed with the statement ‘Sometimes I like my
job so much that I have a hard time stopping’, compared with 34 per
cent of ‘non-workaholics’ (CIPD, 2001). A later CIPD survey also
reported that work satisfaction levels were similar for those working 48
hours or more a week, compared with those working less than 48 hours
(CIPD, 2003). The type of behaviour that seems to be most balanced
and which serves the interest of the individual and organization best is
what has been labelled ‘work-enthusiastic’ behaviour (Burke, 2000).
Such people are high on scores of work involvement and work enjoy-
ment, but low on work drive. However, even here, research has shown
that moderate amounts of work drive are consistent with psychological
well-being.

The causes of workaholism have been attributed to three sources
(Burke, 2000):

Individuals’ experiences in their family. Work addiction, it is
argued, is often passed on through generations and is seen as
a learned addictive response to dysfunctional family circum-
stances, e.g. a negative cycle of poor relations between hus-
band and wife, which is associated with long work hours and
then passed on to children as normal behaviour.

Personal beliefs and fears. Workaholism has been shown to be
related to beliefs about the importance of striving against
others (e.g. people who score highly on beliefs such as
‘there can only be one winner in any situation’) and on the
lack of ‘moral principles’ (people who score highly on items
such as ‘I think that nice guys finish last’). They also score
highly on factors such as the need to prove themselves
(measured by items such as ‘I worry a great deal about what
people think of me’).

Organizational values. Workaholism also seems to be related to
individual perceptions of whether they see their workplaces
as supportive of work-life balance, or whether they feel the
organizational culture values imbalance, such as travelling to
and from work destinations in your own time, working week-
ends, etc. This is obviously one source of behaviour that
organizations can influence positively, as we shall see in the
next section.
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Worlk-life balance

Work-life balance has become a major issue in many developed coun-
tries, with legislation being passed in the EU to limit the length of time
spent at work by people in all kinds of employment. The basis for
much of the debate is over the ‘long hours culture’ of some countries
and of certain organizations within these countries, which is attributed
to the adoption of new information and communications technolo-
gies, global competition and job restructuring, and has resulted in
greater pressure on employees to work harder and more flexibly.

Tables 3.8 and 3.9 show the variations in average hours worked and
annual leave entitlements among selected countries, and also show
how working hours in five of the largest industrial countries have var-
ied over time. More recent evidence has shown that even with annual
leave entitlements, in relative terms, as low as they are in the USA,
American workers don’t use up the holidays to which they are entitled
(The Economust, 19 April 2004).

The debate, however, has a number of angles to it. The proponents
suggest that work-life balance as a concept implies a balanced rela-
tionship between paid work and life outside work, with a presumption
that the two are distinct and that people have and should seek a degree
of control over their working lives. Often, the term is used in the con-
text of an agenda that seeks to preserve the institutions of family life,
caring for children and older people, and one that seeks to promote
genuine equality of opportunity for women. Set against this balance
are the forces of technology and more intensive competition, dis-
cussed in the previous section on workaholism, which have led some
organizations to exercise pressures for long working hours, even

Table 3.8
Annual total hours actually worked (production workers in manufacturing
industry), 1980-98

Country 1980 1990 1996 1997 1998
Japan 2162 2214 1993 1983 1947
USA 1893 1948 1986 2005 1991
France 1759 1683 1679 1677 1672
Germany 1719 1598 1517 1517 1517
UK 1883 1953 1934 = 1925

Source: Japan Institute of Labour.
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Table 3.9
Annual leave and public holidays in the EU, Japan and USA
Country Average Statutory | Public holidays | Average annual | Statutory
annual leave| minimum per year leave plus minimum
entitlement*| annual leave public holidays | annual leave
entitlement plus public
holidays
Austria n/a 20 13 n/a 33
Belgium n/a 20 10 n/a 33
Denmark 30 25 9.5 39.5 345
Finland 25 24 12 37 36
France n/a 25 I n/a 36
Germany (west) 29.2 20 9-12 38.241.2 29-32
Greece 23 20 10-12 33-35 30-32
Ireland 20 20 9 29 29
Italy 28 20 12 40 32
Luxembourg 27 25 10 37 35
Netherlands 314 20 8 394 28
Portugal 22 22 12-14 34-36 34-36
Spain nla 25 12-14 n/a 37-39
Sweden 25 25 I 36 36
UK 25 20 8 33 28
EU average 25.6 22 10.8 364 32.8
Japan 17.8 10 15 328 25
USA | 6.97%+* 0 10 26.9 10

* Average collectively agreed entitlement for EU countries, average paid holiday entitlement for Japan, average vacation
days in medium and large private sector for USA.

** Basic entitlement after six months’ service — increases with length of service.

*k After 10 years’ service in medium and large private sector.

Sources: EIRO (Banking on your holiday?,

http:www.eiro.eurofound.eu.int/2002/| 2/feature/tn02 1210 I f.html, August 2001). European Commission (Employment in
Europe 2001), Eurostat, Japan Statistics Bureau, Japan Institute of Labour (JIL), US Bureau of Labor Statistics (BLS).

though these extra hours may not be productive. For example, man-
agers often talk about cultures of ‘presenteeism’, referring to situa-
tions where employees present themselves for work but don’t actively
engage in productive work (‘there in body but not in mind’). As a con-
sequence of this tension, governments and some organizations have
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introduced policies to help mitigate the ‘colonization’ by long working
hours and the increasing length of working lives over non-working
hours and non-working lives. Central to this balancing act is the idea
that the individual-organizational employment relationship should be
a negotiated psychological and legal contract that meets the expecta-
tions and obligations of both parties (Sparrow and Cooper, 2003). The
increasing degree of autonomy and control provided by this revised
psychological contract is brought about by steps taken:

to increase the variety of ways in which individuals are able to
integrate work and non-work activities by giving them choices
over working hours or job sharing;

to help bring about changes in how employees balance work
and non-work by constructing their own boundaries between
the two, such as working at home, tele-commuting, sabbati-
cals, extended leave, unpaid leave, parental leave and extend-
ed breaks for family responsibilities.

Policies that organizations develop to provide employees with these
two forms of control have become more common in many organiza-
tions. Box 3.6 illustrates how two UK companies have attempted to put
these ideas into practice.

Box 3.6: Work-life balance programmes in the UK

ASDA retailing

‘Every single one of our flexible working policies comes from our colleagues them-
selves. They show we’re serious about listening to colleagues and that we really mean it
when we say it’s our people who make the difference in our business,” says David Smith,
who is the People Director of ASDA Stores, the UK-based subsidiary of Wal-Mart.

Supermarkets are a business that is heavily reliant on customer service and the qual-
ity of its people, and ASDA believes that its innovative work-life balance policies have
enabled it to improve staff motivation and customer service at its 258 stores. The prac-
tices have also had a very positive effect on reducing absenteeism and staff turnover.
ASDA’s 120 000 employees have a wide range of flexible working practices on offer.
Childcare leave allows parents to stop work for a short period during the summer hol-
idays, returning in term time with continuous service and maintained benefits.

ASDA is also working hard to attract more females into general store management
by making these positions available on a job-share basis to enable people to manage
their work and home commitments. Meanwhile, a shiftswapping scheme enables col-
leagues to be absent from work for specific family or domestic reasons, and students

who work for the company on a part-time basis can even swap the store they work at if
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studying away from home. Or they can choose to take study leave if going away to uni-
versity, returning to work in the holidays.

There are also policies aimed at the over-50s, who are able to take up to three
months’ unpaid leave regardless of job, contracted hours or length of employment,
but maintaining continuous service. ASDA believes that all these measures play an
important part in retaining a committed and engaged workforce that will provide high-
quality customer service.

BAA (British Airports Authority)

‘Adopting flexible working reduces the need for BAA office space, reduces total and
rush hour car journeys and enables us to offer services to our business partners over a
longer period of the day,’” claimed Stephen Golden, Group Equal Opportunities
Manager.

During 2002/3 a project group, made up of staff and trade union representatives
from across the business led by the Group Retail Finance Director, worked on pro-
moting work-life balance across the BAA group. The result is a new work-life balance
policy that was sent to all staff during April 2003.

The focus of the policy is to make people aware of the various options available to
them to help balance home and work commitments. It gives examples of flexible work-
ing options and states their right to discuss flexible working options with their manager.
Each case will be considered fully and take into account the business need and opera-
tional requirements, but will aim to meet the needs of staff wherever possible.

Applications to work part-time can generally be approved in all work areas. Such
arrangements can take various forms, mixing office and home-based working, or job
sharing as the business needs dictate.

Source: adapted from www.dti.gov.uk/work-lifebalance.

Despite the volume of research conducted on the relationship
between working hours and key outcomes, including health and gen-
eral well-being, few strong conclusions can be drawn (Sparrow and
Cooper, 2003). A large-scale study in 1997 found only a small, statisti-
cal correlation between working hours and health (Sparks ¢t al., 1997).
Perhaps the main reason for introducing such programmes may be
more to do with attracting and retaining non-traditional employees to
organizations and contributing to meeting the expectations of indi-
viduals with respect to modern employment conditions.

As I have already mentioned, however, there are some strong criti-
cisms of the work-life balance agenda that suggest why the idea may
have limited appeal to some organizations and to some employees.
The first of these is the impact on productivity and output. Critics of
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work-life balance point to the example of the USA, which has the
longest working hours in the developed world, but also has among the
highest levels of productivity growth. Indeed, this comparison has
influenced the French government to change its legislation on work-
ing hours by increasing them only shortly after having reduced them.
Another example of the importance of flexibility over working hours
to productivity is an agreement negotiated by Volkswagen, the German
motor vehicle company, with its German employees to trade flexible
working (longer hours when required) for guarantees on job security.

Box 3.7:The importance of flexible working hours =VW in
Germany

Areportin The Economist in late 2004 suggested that Volkswagen, Europe’s largest vehi-
cle manufacturer, was in trouble, especially with the Volkswagen brand. Losses had
amounted to a €47m operating loss for the period January—September in 2004. The
article pointed out that its production was less efficient than other German car-makers,
including BMW and Chrysler Benz, with labour costs 11 per cent more than their
competitors and wages 20 per cent higher than the union average. Nevertheless, this
fact didn’t stop unions putting in for an above average 4 per cent pay increase. But,
like all German industrial workers, the article went on to say ‘what they really crave is
job security’, which has persuaded the workers to modify their demands and accept
more flexible hours, sometimes translating into longer hours and a wage freeze until
2007, in return for job security until 2011.

VW’s response was to pay its 100 000 plus workers €1000 each in cash as a flat-rate
bonus, which it hoped would cut its labour costs by 10 per cent. However, this was only
a small dent on its longer-term target, which was to reduce its wage bill by 30 per cent
by 2011. The reaction of the investment markets to this news was to punish VW by
devaluing its share price by 3 per cent for the ‘compromise’ deal that wouldn’t go any-
where near to solving its long-standing productivity problem.

As The Economist noted, ‘It sees that long hours are not enough to satisfy investors in
Germany who also want to see traditional job security deals removed.’

Source: adapted from The Economist, ‘Darwin meets job creationism’, 6 November 2004.

The second criticism is the rather arbitrary distinction between work
and life outside work, which the notion of work-life balance implies.
For many people, as Robert Taylor (2004) has pointed out, work and
life overlap, with work often the main source of meaning in people’s
lives, whether or not they are being paid for it. In essence, work-life bal-
ance is a subjective concept and will vary from one person to another.
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However, most commentators and governments would agree that
organizations and their senior managers are obliged to ensure that they
are not placing undue pressure on people to see the balance in such a
way that it leads to ill-health and the detriment of family relationships.

Leadership in org -

So far, we have looked at the nature of individual-organizational link-
ages, but have said little, other than in passing, about what managers
can do to promote positive relationships between employees and their
organizations. In this section we look at the question of leadership in
organizations, which, in the context of this chapter, can be thought of
as a key factor in shaping employee perceptions of their psychological
contracts and in helping generate organizational commitment, identi-
fication and psychological ownership.

In the previous chapter on the nature of management we undertook
an exercise in which a distinction was made between management and
leadership. This distinction, first promoted by Abraham Zeleznik from
Harvard in 1977, has become well accepted in business circles. Indeed,
it is probably true to say that, among many American and British busi-
ness and management academics, leadership has become one of the
‘hot topics’ and is often used as the single most important explanation
of the difference between success and failure in organizations. So great
has been the volume of material produced on leadership in recent
years that one well-known presenter was heard to reply, when asked
whether leadership was an art, study, discipline or concept, that ‘lead-
ership is an industry’ (Barker, 2001).

Leadership, however, is not an issue that is particularly new, with
over 100 years or so of systematic research into what makes an effective
leader. This long academic and practical interest in leadership is
rather surprising, given that it is only relatively recently that the subject
has had significant ‘air time’ on business school curricula and on the
shelves of bookstores in most developed economies. The general inter-
est in research about leaders is mirrored, as noted earlier in this chap-
ter, by a dramatic rise in the average remuneration of CEOs in the USA
by a factor of 10 during the period 1990-2000, when the pay of aver-
age workers hardly rose at all (Sparrow an