unwelcome surprises?

How can managers promote innovation while avoiding

by Robert Simons

ontrol in an Age ol
Empowerment g
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A fundamental problem facing managers in the |

1990s is how to exercise adequate control in organi-
' zations that demand flexibility, innovation, and
creativity. Competitive businesses with demand-

ing and informed customers must rely on employee '

initiative to seek out opportunities and respond to
customers’ needs. But pursuing some opportunities
can expose businesses to excessive risk or invite be-
haviors that can damage a company'’s integrity.
Consider the spate of management control fail-

ures that have made headlines in the past several

years: Kidder, Peabody & Company lost $350 mil-

" lion when a trader allegedly booked fictitious prof-
its; Sears, Roebuck and Company took a $60 mil-
lion charge against earnings after admitting that |

it recommended unnecessary repairs to customers
in its automobile service business; Standard Char-

tered Bank was banned from trading on the Hong
" Kong stock market after being implicated in an im-
' proper share support scheme. The list goes on. In !
. realistic to think that managers can achieve control |

each case, employees broke through existing con-
trol mechanisms and jeopardized the franchise of
the business. The cost to the companies - in dam-
aged reputations, fines, business losses, missed op-
portunities, and diversion of management atten-
. tion to deal with the crises-was enormous.

' How do senior managers protect their companies

are encouraged to redefine how they go about doing |
their jobs? How do managers ensure that subordi-
nates with an entrepreneurial flair do not put the |
well-being of the business at risk? One solution is !
to go back to the fundamentals of control developed '
in the 1950s and 1960s for machinelike bureaucra-
cies. In that era, managers exercised control by
telling people how to do their jobs and monitoring
them with constant surveillance to guard against
surprises. Although this approach sounds anachro-
nistic for modern businesses, it is still effective
when standardization is critical for efficiency and
yield, such as on an assembly line; when the risk of
theft of valuable assets is high, such as in a casino;
or when quality and safety are essential to product
performance, such as at a nuclear power plant.
However, in most organizations operating in dy-
namic and highly competitive markets, managers
cannot spend all their time and effort making sure |
that everyone is doing what is expected. Nor is it |

by simply hiring good people, aligning incentives,
and hoping for the best. Instead, today’s managers
must encourage employees to initiate process im-
provements and new ways of responding to cus-
tomers’ needs-but in a controlled way.
Fortunately, the tools to reconcile the conflict

from control failures when empowered employees | between creativity and control are at hand. Most
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| managers tend to define control narrowly - as mea-

suring progress against plans to guarantee the pre-
dictable achievement of goals. Such diagnostic con-
trol systems are, however, only one ingredient of
control. Three other levers are equally important in
today’s business environment: beliefs systems,
boundary systems, and interactive control systems.

Each of the four control levers has a distinct pur-
pose for managers attempting to harness the cre-

| ativity of employees. Diagnostic control systems
. allow managers to ensure that important goals are
being achieved efficiently and effectively. Beliefs
systems empower individuals and encourage them

to search for new opportunities. They communi-

cate core values and inspire all participants to com-

mit to the organization’s purpose. Boundary sys-
tems establish the rules of the game and identify
actions and pitfalls that employees must avoid.
Interactive control systems enable top-level man-

. agers to focus on strategic uncertainties, to learn
| about threats and opportunities as competitive con-

ditions change, and to respond proactively.

Diagnostic Control Systems

Diagnostic control systems work like the dials |

on the control panel of an airplane cockpit, en-
abling the pilot to scan for signs of abnormal func-
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tioning and to keep critical performance variables
within preset limits. Most businesses have come to
rely on diagnostic control systems to help man-
agers track the progress of individuals, depart-
ments, or production facilities toward strategically
important goals. Managers use these systems to
monitor goals and profitability, and to measure
progress toward targets such as revenue growth and
market share. Periodically, managers measure the
outputs and compare them with preset standards of |
performance. Feedback allows management to ad-
just and fine-tune inputs and processes so that fu-
ture outputs will more closely match goals. |
But diagnostic control systems are not adequate |
to ensure effective control. In fact, they create pres-
sures that can lead to control failures - even crises.
Whether managers realize it or not, there are built-
in dangers when empowered employees are held ac- |
countable for performance goals-especially for dif-
ficult ones - and then left to their own devices to
achieve them. For example, Nordstrom, the upscale

. fashion retailer known for extraordinary customer

Robert Simons is the Charles M. Williams Professor of
Business Administration at Harvard Business School in
Boston, Massachusetts. His book Levers of Control: How
Managers Use Innovative Control Systems to Drive Stra-
tegic Renewal was published in December 1994 by the
Harvard Business School Press.
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service, recently found itself em-
broiled in a series of lawsuits and
investigative reports related to its
sales-per-hour performance-mea-
surement system. Used to track
the performance of its entrepre-
neurial salespeople, the system
was designed to support the ser-
vice orientation for which Nord-
strom is famous. But without
counterbalancing controls, the
system created the potential for
both exemplary customer service
and abuse. Some employees
claimed that first-line supervisors
were pressuring them to under-
report hours on the job in an at-
tempt to boost sales per hour. Set-
tling those claims cost Nordstrom
more than $15 million.

[ recently conducted a study of
ten newly appointed chief execu-
tive officers to understand better
how they used measurement and
control systems to implement
their agendas. Within the first
months of taking charge, many of
the new CEOs established demand-
ing performance goals for divi-
sion managers and increased the
rewards and punishments associ-

Each of the four
control levers has a
purpose for managers
attempting to balance
creativily and control.

rewards will be based, many man-
agers believe they can move on to
other issues, knowing that em-
ployees will be working diligently
to meet the agreed-upon goals. Yet
the potential for control failures
as the performance bar is raised
and employees’ rewards are put at
risk underscores the need for man-
agers to think about the three oth-
er essential levers of control.

Beliefs Systems

systems for years in an effort to
articulate the values and direction
that senior managers want their
employees to embrace. Typically,
beliefs systems are concise, value-
laden, and inspirational. They
draw employees’ attention to key
tenets of the business: how the
organization creates value (“Best
Customer Service in the World”);
the level of performance the orga-
nization strives for (“Pursuit of
Excellence”); and how individuals
are expected to manage both in-
ternal and external relationships
(“Respect for the Individual”).

ated with success and failure in
achieving those goals. In response
to the pressures, several division
managers manipulated financial
data by creating false accounting
entries to enhance their reported

Senior managers intentionally
design beliefs systems to be broad
enough to appeal to many different
groups within an organization:
salespeople, managers, production
workers, and clerical personnel. Be-

performance. The managers were

fired, but not before they had inflicted damage on
their organizations. In one memorable case, a retail
company had been making inventory and mark-
down decisions based on the falsified data, a prac-
tice that resulted in significant losses. These are
not isolated incidents. The Big Six accounting firms
have observed a substantial increase in errors and
fraud over the past five years as organizations
downsize and reduce the resources devoted to inter-
nal controls. With the elimination of many middle
management jobs, basic internal controls, such as
segregation of duties and independent oversight,
have often been sacrificed.

One of the main purposes of diagnostic measure-
ment systems is to eliminate the manager’s burden
of constant monitoring. Once goals are established
and people have performance targets on which their
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cause they are broad, beliefs state-
ments are often ridiculed for lacking substance.
But this criticism overlooks the principal purpose
of the statements: to inspire and promote com-
mitment to an organization’s core values. Still, the
statements achieve their ends only if employees
believe, by watching the actions of senior manag-

Companies have used beliefs

ers, that the company’s stated beliefs represent |

deeply rooted values. If employees suspect that man-
agers are going through the motions of the latest
fad, cynicism will set in.

Indeed, some managers adopt missions and cre-
dos not out of any real commitment but because
they seem fashionable. However, managers who
use their missions as living documents - as part of
a system to guide patterns of acceptable behavior -
have discovered a powerful lever of control. At
Johnson & Johnson, for example, senior managers
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meet regularly with subordinates throughout the
company to review and reaffirm the beliefs record-
ed in J&J's long-standing credo, which articulates
clearly and passionately the company’s responsibil-
ities to customers, employees, local communities,
and stockholders. Managers throughout the organi-
zation recognize the value that senior managers
place on the exercise and respond accordingly.
When problems arise, such as when J&J faced the
Tylenol crisis, the strong beliefs system embedded
in its credo provided guidance regarding the types of
solutions to search for.

In the past, a company’s mission was usually
understood without reference to core values or for-
mal beliefs; employees knew that they worked for
a bank or a telephone company or a company that
made shock absorbers. However, businesses have
become much more complex in recent years, mak-
ing it more difficult for individuals to comprehend
organizational purpose and direction. Moreover, in
many businesses, downsizing and realignment
have shattered strongly held assumptions about the
values and foundations of businesses and their top-
level managers. Employees no longer know whom
to trust. At the same time, their expectations for
meaningful careers have risen as education levels

s
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have increased. Without a formal beliefs system,
employees in large, decentralized organizations of-
ten do not have a clear and consistent understand-
ing of the core values of the business and their place
within the business. In the absence of clearly artic-
ulated core values, they are often forced to make
assumptions about what constitutes acceptable be-
havior in the many different, unpredictable circum-
stances they encounter.

Beliefs systems can also inspire employees to cre-
ate new opportunities: they can motivare individu-
als to search for new ways of creating value. We all
have a deep-seated need to contribute - to devote
time and energy to worthwhile endeavors. But
companies often make it difficult for employees to
understand the larger purpose of their efforts or to
see how they can add value in a way that can make
a difference. Individuals want to understand the or-
ganization’s purpose and how they can contribute,
but senior managers must unleash this potential.
Effective managers seek to inspire people through-
out their organizations by actively communicating
core values and missions. As top-level managers re-
ly increasingly on empowered employees to gener-
ate new ideas and competitive advantage, partici-
pants from all parts of an organization need to

Beliefs systems
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CONTROL

understand as clearly as possible their company’s
purposes and mission.

Beliefs systems can augment diagnostic control
systems to give today’s managers greater amounts
of control. But they are only part of the:answer.
Think of them as the yang of Chinese philosophy -
the sun, the warmth, and the light. Opposing them
are dark, cold boundaries-the yin-which represent
the next lever of control.

Boundary Systems

Boundary systems are based on a simple, yet pro-
found, management principle that can be called the
“power of negative thinking.”' Ask yourself the
question, If | want my employees to be creative and
entrepreneurial, am [ better off telling them what to
do or telling them what not to do?

preted as giving subordinates a blank check to do
whatever they please. People generally want to do
the right thing-to act ethically in accordance with
established moral codes. But pressures to achieve
superior results sometimes collide with stricter
codes of behavior. Because of temptation or pres-
sure in the workplace, individuals sometimes
choose to bend the rules. As the recent problems at
Kidder, Peabody and Salomon Brothers show, entre-
preneurial individuals sometimes blur or misinter-
pret the line between acceptable and unzcceptable
behavior. At Salomon Brothers, a creative trader at-
tempting to increase investment returns violated
U.S. Treasury bidding *ules and short-circuited ex-
isting controls; the aftermath of the scandal de-
stroyed careers and impaired Salomon’s franchise.
Similar problems at Kidder, Peabody involving fic-

titious securities trades resulted

The answer is the latter. Telling
people what to do by establishing
standard operating procedures and
rule books discourages the initia-
tive and creativity unleashed by
empowered, entrepreneurial em-
ployees. Telling them what not to
do allows innovation, but within
clearly defined limits.

Unlike diagnostic control sys-
tems (which monitor critical per-
formance outcomes) or beliefs
systems (which communicate
core values), boundary systems
are stated in negative terms Or as
minimum standards. The bound-
aries in modern organizations,
embedded in standards of ethical
behavior and codes of conduct, are
invariably written in terms of ac-
tivities that are off-limits. They
are an organization’s brakes.
Every business needs them, and,
like racing cars, the fastest and
most performance-oriented com-
panies need the best brakes.

Human beings are inventive,
and, when presented with new op-
portunities or challenging situa-
tions, they often search for ways
to create value or overcome obsta-
cles. But empowerment - fueled
by inspiration and performance
rewards - should never be inter-

1. My colleague, Professor Charles Chnstenson,
coined this term in a 1972 Harvard Business
School working paper.

Belicls svstems can
be thought of as the
vang o the vin of
boundary systems.

in massive losses and ultimately
led to the sale of the business.
Clearly, the consequences of a mis-
step can be severe.

Boundary systems are especial-
ly critical in those businesses in
which a reputation built on trust
is a key competitive asset. A well-
respected bank with a global fran-
chise states as a part of its busi-
ness principles that its three main
assets are people, capital, and rep-
utation. Of all these, it notes, the
last is the most difficult to regain
if impaired. To guard against dam-
age to its reputation, the bank’s
code of conduct forbids individu-
als both from developing client
relationships in “undesirable” in-
dustries, such as gambling casinos,
and from acting as intermediaries
in unfriendly takeovers, which

undermine the perceived trust-
worthiness of the company.

Large consulting firms like
McKinsey & Company and the
Boston Consulting Group rou-
tinely work with clients to ana-
lyze highly proprietary strategic
data. To ensure that their reputa-
tions for integrity are never com-
promised, the firms enforce strict
boundaries that forbid consultants
to reveal information - even the
names of clients - to anyone not
employed by the firm, including

84
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spouses. They also clearly state in their codes of
professional conduct that individuals must not mis-
represent themselves when attempting to gather
competitive information on behalf of clients.
Unfortunately, the benefits of establishing busi-
ness conduct boundaries are not always apparent
to senior managers. Too often, they
learn the hard way. Many codes of
conduct are instituted only after
a public scandal or an internal inves-
tigation of questionable behavior.
Over the years, General Electric has
instituted codes of business conduct
that prohibit activities relating to
improper payments, price fixing, and
improper cost allocation on govern-
ment contracts. Each of those codes
was instituted after a major crisis impaired the in-
tegrity of the business. For instance, when GE was
forced to suspend its $4.5 billion business as suppli-
er to the U.S. government in 1985, CEO Jack Welch
responded by strengthening internal controls and
issuing a clear policy statement that forbade the be-
haviors that had landed GE in trouble: improper
cost allocations on government contracts. Similar-
ly, senior managers at Wall Street investment firms

Strategic
Uncertainties

InteEathv&tonfrol. System$!

HARVARD BUSINESS REVIEW March-April 1995

- - R .. TR OIS — e cEEve. v o -

did not pay much attention to business conduct
boundary systems until the disclosure of improper
behavior by a small number of employees at Salo-
mon Brothers nearly destroyed the business. Again,
senior managers at investment firms across the
country scrambled to install compliance systems

Boundary systems are an

organization’s brakes. And, like

racing cars, the fastest

companies need the best brakes.

to avoid a similar crisis in their own firms.
Effective managers anticipate the inevitable
temptations and pressures that exist within their
organizations. They spell out the rules of the game
based on the risks inherent in their strategy and en-
force them clearly and unambiguously. Some be-
haviors are never tolerated: the firing of the manag-
er who inflated his or her expense report by $50 is
a familiar story in many organizations. On the sur-

Four Levers of Control
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Interactive control
systems track the

|

face, the punishment may seem
too harsh for the crime, but the
purpose of such punishment is to
signal clearly to all managers and
employees that the consequences
of stepping over ethical bound-
aries are severe and nonnego-
tiable. As performance-oriented
organizations grow and become
more decentralized, the risks of
failure increase. Managers must
rely more and more on formal sys-
tems in order to ensure that the
boundaries are communicated
and understood.

Not all boundaries concern
standards of ethical conduct. Stra-
tegic boundaries focus on ensur-
ing that people steer clear of op-
portunities that could diminish
the business’s competitive posi-
tion. A large computer company,
for example, uses its strategic
planning process to segregate its
product and market opportunities
into what managers call green
space and red space. Green space
is the acceptable domain for new
initiatives. Red space represents
products and markets in which se-
nior managers have decided they
do not want to pursue new op-
portunities, although the orga-
nization could compete in those
products and markets given its
competencies. A British relief or-
ganization uses a similar system

uncertainties that
keep senior managers
wake at night.

that employees and managers are
encouraged to exploit actively. In
combination, they establish direc-
tion, motivate and inspire, and
protect against potentially damag-
ing opportunistic behavior.

Interactive Control
Systems

When organizations aze small,
key managers and employees can
sit around the same table and in-
forma'ly explore the impact of
emerging threats and opportuni-
ties. But as organizations grow
larger and senior managers have
less and less personal contact with
people throughout the organiza-
tion, new formal systems must be
created to share emerging infor-
mation and to harness the creativ-
ity that often leads to new prod-
ucts, line extensions, processes,
and even markets. Unfortunately,
diagnostic control systems, which
highlight shortfalls against plans,
won't suffice. Instead, senior man-
agers need sensing systems more
like the ones used by the National
Weather Service. Ground stations
all over the country monitor tem-
perature, barometric pressure, rel-
ative humidity, cloud cover, wind
direction and velocity, and precip-
itation. Balloons and satellites
provide additional data. These

to monitor strategic boundaries; it
maintains a gray list of companies whose contribu-
tions it will neither solicit nor accept. Managers at
Automatic Data Processing (ADP) use a strategic
boundary list that delineates the types of business
opportunities that managers must avoid. The
guidelines provide ADP managers with clarity and
focus. This technique has contributed to 133 con-
secutive quarters of double-digit growth in earnings
per share-a record unmatched by any other compa-
ny traded on the New York Stock Exchange.
Working together, boundary systems and beliefs
systems are the yin and yang that together create a
dynamic tension. The warm, positive, inspirational
beliefs are a foil to the dark, cold constraints. The
result is a dynamic tension between commitment
and punishment. Together, these systems trans-
form limitless opportunity into a focused domain

data are monitored continuously
from a central location in an effort to identify pat-
terns of change.

Managers need similar scanning mechanisms.
Like weather-tracking systems, interactive control
systems are the formal information systems that
managers use to involve themselves regularly and
personally in the decisions of subordinates. These
systems are generally simple to understand.
Through them, senior managers participate in the
decisions of subordinates and focus organizational
attention and learning on key strategic issues.

Making a control system interactive invariably
demands attention from participants throughout
the business. At Pepsico, for example, the weekly
release of new Nielsen market-share numbers cre-
ates a flurry of activity as 60 or 70 people through-
out the organization begin working on the data in

L
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anticiparion of the inevitable scrutiny and queries
of senior management. Senior managers schedule
weekly meetings to discuss the new Nielsen infor-
mation, to challenge subordinates to explain the
meaning of changed circumstances, and to review
action plans that subordinates have developed to
react to problems and opportunities.

Interactive control systems have four character-
istics that set them apart from diagnostic control
systems. First, they focus on constantly changing
information that top-level managers have identi-
fied as potentially strategic. Second, the informa-
tion is significant enough to demand frequent and
regular attention from operating managers at all
levels of the organization. Third, the data generated
by the interactive system are best interpreted and
discussed in face-to-face meetings of superiors, sub-
ordinates, and peers. Fourth, the interactive control
system is a catalyst for an ongoing
debate about underlying data, as-
sumptions, and action plans.

Interactive control systems track
the strategic uncertainties that keep
senior managers awake at night-the
shocks to the business that could
undermine their assumptions about
the future and the way they have
chosen to compete. Depending on the
business, these uncertainties might
relate to changes in technology, customers’ tastes,
government regulation, and industry competition.
Because interactive control systems are designed to
gather information that might challenge visions of
the future, they are, by definition, hot buttons for
Senior managers.

A senior manager’s decision to use a specific con-
trol system interactively - in other words, to invest
time and attention in face-to-face meetings to re-
view new information - sends a clear signal to the
organization about what’s important. Through the
dialogue and debate that surround the interactive
process, new strategies often emerge. Consider the
case of a well-known hospital supply company. The
company is a low-cost producer, supplying dispos-
able hospital products for intravenous drug delivery
such as plasma containers, tubing, and syringes.
Even though efficiency, quality, and cost control
are important competencies, these concerns do not
keep managers awake at night. (They are well un-
derstood and can be managed effectively with diag-
nostic control systems.) Instead, senior managers
worry that technological breakthroughs will under-
mine their ability to deliver products valued by the
market. Accordingly, they use a project manage-
ment system interactively to focus organizational
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attention on a dozen or so emerging technological
issues. Senior managers meet monthly for several
days to debate the impact of technologies - intro-
duced by competitors or in related industries, or de-
veloped in-house - on their business. These meet-
ings become intense as the managers challenge one
another to assess the impact of new information
and develop responses. From this dialogue, new
strategies emerge.

Senior managers at USA Today, Gannett Compa-
ny’s daily newspaper, use a similar process to re-
view information contained in a simple package of
reports delivered each Friday. Three weekly reports
give senior managers a picture of how they have
done in the previous week and what conditions lie
ahead for the upcoming few weeks. The data in the
Friday packet range from year-to-date figures to
daily and account-specific information. These data

Interactive control systems focus

on constantly changing

information that senior managers
consider potentially strategic.

provide insight into changing industry conditions
and the advertising strategies of key customers.
They allow managers to look at the big picture and
provide enough detail to identify specific vulnera-
bilities, opportunities, and the source of any prob-
lems that require proactive responses.

Each week, senior managers at USA Today
schedule intensive face-to-face meetings with key
subordinates to analyze and interpret the report
data. Among the regular topics of discussion and
debate are advertising volume against plan, com-
mitted future volume by issue, and new business by
type of client. In addition to looking for unexpected
shortfalls, managers also look for unexpected suc-
cesses. From these meetings, significant innova-
tions have been proposed to deal with unanticipat-
ed downturns and to capitalize on unanticipated
opportunities. Innovations have included launch-
ing a new market-survey service for automotive
clients, introducing fractional-page color advertis-
ing, selling exclusive inserts dedicated to specific
customers and products, and using circulation
salespeople to sell ad space in regional locations.

Of course, managers in other businesses choose
different kinds of control systems to use interac-
tively depending on the strategic uncertainties as-
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sociated with their business strategies. For exam-
ple, Johnson & Johnson uses its profit-planning sys-
tem interactively to focus attention on the develop-
ment and protection of innovative products in its
various markets. Managers periodically reestimate
the predicted effects of competitive tactics and new
product rollouts on their profit plans for the current
and the following year. The recurring questions
posed by managers are: What has changed since our
last forecast? Why? What are we going to do about
it? The results are new ideas and action plans.

Balancing Empowerment and Control

Effective managers empower their organizations
because they believe in the innate potential of peo-
ple to innovate and add value. For instance, the rea-
son Nordstrom salespeople provide exceptional
customer service is that they are selected and
trained to act entrepreneurially. In turn, they have
the freedom and motivation to tailor their service
to each customer’s needs. To unleash this type of
potential, senior managers must give up control
over many kinds of decisions and allow employees
at lower levels of the organization to act indepen-
dently. Good managers work constantly to help
employees rise to their potential. In small organiza-
tions, managers do this informally. While eating or
traveling together, they communicate core values
and missions, the rules of the game, and current tar-
gets — and they learn about significant changes. As
companies become larger, more decentralized, and
geographically dispersed, senior managers are no
longer in constant contact with all the employees
who will identify and respond to emerging prob-
lems and opportunities. Nonetheless, the guiding
principles of communication and control are every
bit as important.

A large international construction company re-
spected for its quality and customer service pro-
vides a clear illustration of how the control levers
support one another. The company has more than
25 offices in the United States and abroad; as a re-
sult, project managers and employees make multi-
million-dollar decisions far from the company’s
top-level managers. The senior managers who set
the company’s overall direction and strategy ensure
that they have adequate control of their far-flung
operations by using all four levers of control.

—

To communicate core values, they rely on a be-
liefs system. The company’s widely circulated credo
refers to the importance of responsibility, of col-
lective pride in engineering quality, of financial suc-
cess, and of integrity. It concludes with an over-
all objective handed down by the founder: “To be
the best.”

These inspirational beliefs are offset by clear
boundaries. Managers are forbidden, for example,
to work in certain countries where facilitating
payments and bribes are required te do business,
because these sorts of actions jeopardize the com-
pany’s belief in integrity. The company also main-
tains a turkey list to communicate to managers the
types of projects that the company has learned are
not profitable and should be avoided. (For example,
senior managers have learned from bitter experi-
ence to steer clear of sewage-disposal-plant con-
struction.) The list is adjusted from time to time as
managers learn where their competencies lie and
where they don't.

Managers gain still more control by using a vari-
ety of diagnostic controls - among them profit
plans, budgets, and goals and objectives. These con-
trol systems do not require very much attention
from senior management other than the time spent
setting annual goals and monitoring exceptions to
see that events unfold according to plan. One con-
trol system, however, is used interactively. The
project management system focuses attention on
the strategic uncertainties that managers want
everyone to monitor: the company’s reputation in
the trade, the shifting perceptions of customers,
and the ideal skill mix required in various project
teams. The new data are used as a catalyst to force
regular face-to-face discussions in which managers
share information and attempt to develop better
ways to customize their services and adjust their
strategies in a changing market.

Collectively, these four levers of control set in
motion powerful forces that reinforce one another.
As organizations become more complex, managers
will inevitably deal with increasing opportunity
and competitive forces and decreasing time and at-
tention. By using the control levers effectively,
managers can be confident that the benefits of inno-
vation and creativity are not achieved at the ex-
pense of control.
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George Marlow, a manufactur- .

ing vice president at SportsGear,
stopped by the buffet table, scooped
up his usual breakfast of coffee and
2 bagel, and headed for a seat. He
had been looking forward to this
month’'s companywide meeting.
Martin Griffin, SportsGear’s CEO,
was going to proclaim a new era of
empowerment at the company.

A week before, George had attend-
ed a meeting of senior management
at which Martin had unveiled his
ideas about empowerment. A dy-

namic 44-year-old, Martin was hired

to revive the 80-year-old publicly
held company. Once 2 leading man-
ufacturer and retailer of recreational
clothing and footwear, SportsGear
had a host of problems. Its market
share was declining in the face of
foreign and domestic competition.
New product ideas were scarce. De-
partments like manufacturing and
sales barely spoke to one another.
Morale was low, and resumés had
been flying out the door.

Martin had acted quickly to jump-
start SportsGear by installing 1m-

20

proved information technologies
and pushing for customer-service
excellence. Now, as he paced aggres-
sively in front of the auditorium,
Martin boomed out his latest mes-
sage: “As we face increasing compe-
tition, we need new ideas, new ener-
gy, new spirit to make this company
great. And the source for this change
is you” - he paused for dramatic
effect-"each one of you.”

Martin moved on from passionate
generalities to specifics: “Under our
new empowerment campaign, you'll
be gerting more information about
how this company is run. You'll
work with your fellow employees in
new and creative ways. And, perhaps
most important, you'll be able to fol-
low your dreams.”

Not bad, not bad at all, thought
George. SportsGear needed a shot of
hope after the past couple of years.
What had once been a job that
George had found fun and exciting
had turned into a grind. George
swallowed the last bit of his bagel
and leaned forward to catch more
of Martin’s speech. As he did, he
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SportsGear needs change urgently.
So why is nothing changing?

The Empowerment Effort
That Came Undone

by Lawrence R. Rothstein

glanced at Harry Lewis, his friend
and a SportsGear veteran of more
than 20 years. Harry rolled his eyes,
dropped his left hand near his coat
pocket, and made a subtle little cir-
cling motion with his index finger
that always meant he believed some-
one was crazy.

The Meetdng at Harry’s Office. 1
say it's just another pile of corporate
crap. One minute they try downsiz-
ing. The next minute reengineering.
After that, they dabble in restrucrur-
ing. Now Martin’s pushing empow-
erment. What in the world does em-
powerment mean! If Martin really
wants to empower us, he can give us
araise.”

Harry was on a roll this morning.
Opinionated, proud, fiercely protec-
tve of his staff, Harry, a manufacrur-
ing engineer, was like an old-fash-
ioned craftsman ready to battle any
misguided patron who didn’t under-
stand the arustic process. Harry was
extremely loyal to the company but

Lawrence R. Rothstein is an associ-
ate editor at HBR.
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That Came Undone

potentially a huge obstacle in any
empowerment movement.

George tried to find some ground
for a counterargument. “Why don't
you give empowerment a chance?”
he asked. “You know how hard I've
tried for the past year to make
improvements in manufactuning.
We're slow in delivering products to
stores and making design changes,
but I couldn’t get other departments
to work with us to solve problems. If
we don‘t turn things around, we all
might be out of work. Martin might
decide to go offshore or to outsource
what we do, like a lot of other com-
panies are doing.”

As he thought about George'’s re-
marks, Harry puffed on his ever-
present cigar, a habit he indulged
even though i1t went against company
policies. Then he said, “Yeah, that's
a danger, but empowerment isn't go-
ing to save one job. All that’s going
to happen is a whole lot of meetings,
a whole lot of money being spent on
consultants, and a whole lot of wast-
ed time. Garbage like empowerment
1sn’t a substitute ror hard work and

HARVARD BUSINESS REVIEW  |anuary-February 1995

a little faith in the people who have
been with the company for years. We
made it great once, and we can do it
again. Just get out of our way.”

George knew it was no good argu-
ing with Harry when he was that
adamant. Whatever changes Martn
was thinking about would have to
win over a lot of Harrys - something
that George, for one, found difficult
to imagine.

The Self-Managed Team. Several
weeks later, at a fifth-floor con-
ference room, the manufacturing
team’s first meeting took place.
George and Harry were there, along
with representatives from marker-
ing, IT, design, and the retail stores.
Susan Starr, a young consultant
from Evans Associates, would lead
the meeting on implementing the
empowerment program. Susan
walked over to the overhead projec-
tor and began speaking, “Empower-
ment means many things to many
people, but to me...” Using a pen-
light she underlined each word on
the screen: “Empowerment is an act
of building, developing, and increas-
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ing power through cooperating,
shaning, and working together.”

Susan then began passing out
written material while she contin-
ued her lecture. Her voice rose. “As
managers, you’ll have new roles:
coach, facilitator, resource develop-
er. You’ll be involved in new rela-
tionships: you'll be helping, inform-
ing, evaluating, and motivating
people.” She pointed the penlight
back on the overhead underneath
the word trusz. “This is the corner-
stone of any relationship. And with-
out trust, no empowerment scheme
can work.”

Susan continued, explaining that
the team’s assignment was to 1m-
prove how retail stores got the mer-
chandise they needed when they
needed it. George was delighted -
that was precisely the problem he
had been working on so unsuccess-
fully for the past year.

Susan then began to describe how
the team would work: “In the sel:-
managed team, vou'll be trying on
your new roles. The team can struc-
ture itself any way it wants; it can




and it can draw on any company re-
sources.” She added, “You must
work together to achieve a consen-
sus. You must believe in the solu-
tions you propose. As we consul-
tants say, ‘'You must own them.’
Once you’ve determined your solu-
tions, you’ll issue a written report,

and then you’ll give an oral reportto

the relevant department heads and
to Martin Griffin.”

George caught Harry’s eye. He
could almost see the words corpo-
rate crap floating above the room
like one of those balloons in a comic

The Rangers began the
project in high spirits,
eager to reach its goals.

strip. “Harry, give it a chance,”

. George said to himself. “Please just

give it a chance.”

George, in fact, gave the team ev-
ery chance he could and wound up
loving his assignment as the team
leader. He christened the team the

-

| “This was a great company, as you |
all know,” he said, addressing the ;

team. “Empowerment can make us
great again because it puts author-
ity and decision making in your
hands, where it has to be. The world
changes too fast for companies to
function any other way.”

Martn went on to say that George’s
team was vital for the success of the
change effort. He had chosen manu-

i facturing to be the pilot team be-

cause, in most companies, that was
the area in which empowerment
made the most rapid progress. “What
you recommend will set the tone for
all the other teams.”
Martin’s talk inspired
the Rangers. Although it
was under a strict dead-
line, the Rangers still
managed to complete its
report on time, working
many nights and spend-

! ing most of the final weekend

camped out at George’s house. The
members thought their ideas were
innovative but easily achievable:

. permit a manager to follow a prod-

Mighty Morphin Power Rangers af- -

ter his son’s favorite superheroes.

The Rangers began the project in

high spirits, eager to accomplish its
goals. The members flourished in
the initial phase. The group was a

revelation for George. Instead of the

usual cross-functional turf fighting,
people worked together. Trust blos-
somed. Team members learned
about the business by studying mar-

keting, design, manufacturing, and |

sales information; visited a number

of SportsGear stores; and talked

with salespeople and customers.
Most important, they met with
Martin to understand better his vi-

sion of empowerment. As dynamic |
as Martin had been in the expanse of

an auditorium, he was still more per-
suasive in the intimacy of his office.
He talked passionately about how
much he wanted to make Sports-
Gear competitive again. Martin had
used and loved the company’s prod-
ucts since he was a child. He had
even been wearing a SportsGear run-

uct from design through sales
to customers, allow
salespeople to refund
up to $500 worth of
merchandise on the
spot, make informa-
tion available to sales-
people about future
SportsGear products,
swap sales and manu-
facturing personnel for
short periods to pro-
vide insight into one another’s jobs,
and establish a hot line so that sales-
people could keep manufacruring in-
formed about how SportsGear prod-
ucts were selling.

Hopes were high the Sunday
evening the Rangers completed the
report. George, in particular, was
optimistic. The teamwork of the
Rangers reminded him of the cama-
raderie of his high school basketball

, team. But Harry remained skeptical.

ning suit and shoes when he first |

met his wife at a health club.
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“You never know what's going to
happen,” he remarked, “until the
rubber meets the road.”

The Wall of Resistance. Unfortu-
nately, Harry proved to be correct. A
week later, George and the other
team members presented their oral

T

report. Martin presided over the
meeting and was his usual enthusi-
astic self. He again endorsed the idea
of empowerment and said he looked
forward to hearing the oral argument
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use whatever information it needs, |

of what he considered an interesting |
proposal. But shortly after George |

began the presentation, Martin hzd
to excuse himself because of a late-
breaking deal with a major depart-
ment-store chain. Without Martin's
presence, thie department heads
formed a wall of resistance. First, Liz
Fernandez of human resources wor-

. ried that expanding a manager’s re-

sponsibilities and swapping manu-
factunng and sales jobs, even for a
short time, could destroy the care-
fully crafted job categories that had
just been developed. Jackie Wells of
the finance department was con-
cerned that allowing salespeople to
make refunds could create a gold
mine for unethical customers and
salespeople. Jim Vrabel of the legal
department claimed that providing
information to salespeople about fu-
ture products could invite industrial
spying. Rich Tourangeau of strategic

planning declared that salespeople |

At the presentation,
department heads formed
a wall of resistance. The

Rangers were stunned by
the reaction to the report.

couldn’t appreciate how complicat-
ed manufacturing was and that a hot

line would ring off the hook every
five minutes and waste everyone's
time. At the end of the meeting, the
department heads concluded that
they thought the team had made a
good start but that more research
and analysis were necessary before
any action could be considered.

The team members were stunned
by the response to their report. They
had felt confident in their sound re-
search and thoughtful presentation.
But it appeared their efforts had been
a waste of ume. George thought Har-

ry had called it from the beginning. .

And, as usual, Harry had the most
continued on page 26
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fitting remark: “They beat you up
with wet noodles,” he commented
as they walked back to George'’s of-
fice. “Finally you just fall over and
say forgetit.”

George shut the door to his office
and mulled over the latest turn of
events. He went through his op-
tions: Keep his mouth shut, which
would perhaps condemn manufac-

turing to an early death. Take a
chance and confront Martin about
how sincere he was about making
empowerment work. Push slowly
for retform, maybe in a few Sports-
Gear stores, and hope for support
from the other teams. Or look for
another job, leaving a company that
he really cared about and had once
enjoyed working for.

No easy choices or easy answers.
But George knew that whatever he
did Harry would be making that cir-
cling motion with his index finger.

HBR's cases are derived f-om the
experiences of real compaaies and
real people. As written, they are
hypothetical. and the names used
are fictitious.
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Can Empowerment Work at SportsGear?

Five experts examine the process of empowering employees.

J. RICHARD HACKMAN is the
Cahners-Rabb Professor of Social
and Organizational Psychology at
Harvard University in Cambridge.
Massachusetts.

Martin Griffin and Susan Starr
have their causes mixed up with
their hoped-for effects. The aspira-
tions for empowerment that Martin
articulated sound great: generating
new ideas, new energy, and new spir-
it; working with colleagues in new
and creative ways; following one's
dreams at work. The process of
achieving empowerment, as Susan
told the Rangers, was inspiring be-
cause it involves “building, develop-
ing, and increasing power through
cooperating, sharing, and working
together.” The comnerstone of such
relationships, Susan added, was trust,
without which “no empowerment
scheme can work.”

26
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If an organization aspires to
fundamental change, it must
change the fundamentals.

But trust isn’t something you can
mandate, a lever you can simply pull
to improve an organization. Trust 1s
an outcome. something that devel-
ops gradually in organizations that
are well designed and well led. To
say, “Now you're empowered,” or
“Now you're a coach,” or “Now we
must all trust one another” is to say
nothing at all.

What was actually done at Sports-
Gear, beyond Martin’s speeches and
Susan’s seminars, was to create
problem-solving teams. The Rang-
ers, like many such teams in organi-
zations that have adopted TQM or
empowerment programs, is off-line.
That is, its purpose 1s to develop so-
lutions that help other people do a
better job of carrying out the compa-
ny's work. For George's team, those
other people included department
heads, and they weren‘t having any
of it. This is not unusual. Groups in
organizations often resist sugges-
tions made by another group about

[0

how they should do their work. Such
resistance is particularly prevalent
when the problem-solving team has
been granted status and recognition,
elevating it above those employees

who continue to toil in the organiza-

tional trenches.

Management made several tac-
tical errors in implementing em-
powerment at SportsGear. Martin
should not have left the meeting at
which George’s team presented its
recommendations. He made it easy
for the department heads to build
their wall of resistance. Susan
should have provided managers with
real training that included actual
practice and feedback in empower-
ing subordinates instead of merely
exhorting them to behave different-
ly. And George should have brought
the department heads into the loop,
soliciting their ideas and reactions,
long before the formal presentation.

But the main problem at Sports-
Gear is that the empowerment pro-
cess is an add-on. The program has
not fundamentally changed how the
company uses its human resources
to conduct its business. If an orga-
nization aspires to fundamental
change, it must change the funda-
mentals. To gauge whether or not
this is happening, I use a simple
four-question checklist: Who de-
cides! Who is responsible? Who
learns? Who gains? If a change pro-
gram alters the answers to those four
questions, then it just may make a
real difference in how, and how well,
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the organization operates. If it does

not, then things are likely to remain

about the same after the change pro-
gram has run its course.
Unfortunately, SportsGear’s em-
powerment program has not gener-
ated new answers to the four diag-

nostic questions. The distnbution of

decision-making authority has not
changed. The design of work and as-
signment of responsibility for work
outcomes have remained unaltered.
Except for the handful of managers

asked to serve on the problem-solv-

ing teams, employees’ opportunities

for learning and professional growth

have not expanded. And there has
been no revision of compensation ar-
rangements. Harry Lewis was wrong
when he said, “If Martin really
wants to empower us, give us a
raise.” Handing out raises does not
empower anybody, but offering
members of an organization a piece
of financial action can do wonders.

Empowerment programs like
SportsGear’s are safe in that they

* do not throw an organization into
' chaos. But they are unlikely to gen-
- erate large or enduring improve-

ments. Harry, who has been around
the block a few times, saw the pat-
tern: “One munute they try downsiz-

‘ ing. The next minute reengineering.

After that it was restructuring. Now
Martin’s pushing empowerment.”

Actually, the trail of hope for
the management community ex-
tends back much farther than that.
Remember Theory Y, Theory Z,
T-groups, management by objec-
tives, job enrichment, work simplifi-

cation, employee involvement, or

quality circles? All those programs,
and more, have had their day. At
first, everything looks bright and
promising. But evening inevitably
comes; the brightness fades; and the
wait, which is usually not long, be-
gins for a new dawn to bring yet an-
other program.

The events at SportsGear help us
understand the reasons for the seem-
ingly endless cycle of management
fads. They remind us that managers,
to keep from falling victim to that
cycle, must take far more fundamen-
tal actions than making speeches,
running seminars, and creating off-
line problem-solving teams.

ELIOS PASCUAL is the chairman
and CEO of Mack Trucks, Inc., in
Allentown, Pennsylvania.

Martin and George must see the
Rangers’ proposal for what it is: an
opportunity to improve the compa-
nv's empowerment process and en-
sure its success.

If Martin truly supports empower-
ment, he must meet soon with
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Empowerment implies
accountability, and team
members must accept
responsibility for what they do.

George’s team and with his depart-
ment heads. There, Martin can dis-
cuss the Rangers’ recommendarions,
the process that led to those recom-
mendations, and the department
heads’ reactions. In order to begin to
understand some basic lessons, he
should allow - even encourage - the
team’s frustration and the depart-
ment heads’ resistance to surface at
this meeting.

Like SportsGear, Mack Trucks
faced serious challenges in the late

[ 9]
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ican markert share fall from more
than 20% in the early 1980s to 13%
in 1989. Over the same penod, em-
ployment fell by more than 60%,
and in 1989, Mack Trucks suffered
the first in a string of nearly five
years in the red.

Somewhere along the way. the
company had become a segregated,
rigid organizarion that discouraged
communication and created the
kind of disconnection and frustra-
tion that SportsGear seems to be ex-
periencing. We realized that in order
to turn things around, we would
have to change the corporate envi-
ronment radically and foster an en-
vironment in which employees had
the information and the authority
they needed to make things happen.

Because empowerment is new at
SportsGear, it is critical that all the
players understand the rules-and, in
an empowered organization, every-
one is a player. It is not enough for a
CEO to understand and be commit-
ted to an empowerment process. A
CEO must engender understanding
and commitment through continu-
ous training and communication
across the entire organization. The
whole organization must under-
stand how the company defines em-
powerment, how teams function,
what their missions are, and how
those missions relate to the overall
business strategy. Empowerment
implies accountability, and team
members must accept responsibility
for what they do. But first, they must
understand the company’s expecta-
tions. Moreover, because empower-
ment spreads the responsibility for
decision making throughout an or-
ganization and across functional dis-
ciplines, top-level managers, in par-
ticular, must be committed to the
company’s new values. Regardless of
the quality or quantity of training
the Rangers receive, the team can'’t
be effective without the support of
senior management.

SportsGear must keep in mind
that one round of training, however
comprehensive, cannot pave the
way for a wholehearted embrace of
a new corporate culture. At Mack,
we are continually trying to create

" a culture in which corporare specta-
1980s. We had seen our North Amer- '

tors - people like Harry who work
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hard burt are disillusioned and don't
feel part of a larger team - can be-
come players. A key to achieving
this kind of involvement has been
maintaining a complete, consistent,
and accurate flow of information
about our business, from monthly
performance indicators to ongoing
strategies. We give some of this in-
formauion to managers at quarterly
meetings so that they can share it
with their staffs. Still more informa-
tion is posted monthly on bulletin

boards and distributed through cor- |

porate newsletters, videos, and let-
ters. If employees are to become
stakeholders in the success or failure
of 2 company, communication is ab-
solutely necessary. Without 1t, mis-
understanding, mistrust, and resis-
tance will block the efforts of a team
like the Rangers.

The Rangers’ problems began with
its composition. Key functional ar-
eas - for example, human resources,
legal, and finance - were not repre-
sented. The team should have dis-
cussed recommendations that ai-
fected individual departments with
those departments before finalizing
and presentingits report.

Empowerment cannot exist in a
vacuum. It requires involvement at
every step of the way-from identify-
ing problems to analyzing them to
proposing and implementng solu-
tions. While the Rangers correctly
focused on SportsGear's external
customers, it neglected many inter-
nal customers.

The new era of empowerment can
work only with Martin’s involve-
ment and unconditional support. No
CEO truly committed to empower-
ment would discourage team leaders
from talking about their frustration
with the process. Employees, in
turn, should not judge corporate
commitment to empowerment until
they give the company a chance to
respond to their frustrations. The
fact that everything hasn't worked
out initially does not mean that
Martin is not sincere or that the or-
ganization won't change. But change
at SportsGear, like change at any
other company, will inevitably en-
counter temporary setbacks.

Since 1991, Mack Trucks has
tormed nearly 400 employvee teams
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. provement initiatives

to study and improve everything
from workstation design to order-cy-
cle times. Along the way, we've re-
duced the number of hours required
to build a truck by 37% and slashed
in half both our inventones as a per-
centage of net sales and our break-

even sales point. Thanks to the work
of the teams, we are on track to gain
market share for the second consec-
utive year and to celebrate our first
profitable year since 1988. Rzsults
like these have confirmed our faith
in teamwork and empowerment.

MARY V. GELINAS AND ROGER G.
JAMES are the principals of Gelinas-
James. a consulting firm based in
Oakland, California. that special-

' izes in collaborative approaches to

organizational redesign.

Organizational improvement ini-
tiatives, such as the one at Sports-
Gear, succeed only if a CEO and
department heads work together
to build a strong foundation for
change. When they do, company lead-
ers make informed and conscious
choices about the purpose, scope,
and approach to change, and they
take an active role in
leading the effort. Im-

fail when consultants
lead them. Under such
conditions, senior man-
agers never own the
improvement initia-
tive. In other words,
they don’t have a vest-
ed interest in seeing
the process succeed. Change ceases
to become a priority.

At SportsGear, it was Martin and
the department heads’ job, not the
consultant’s, to define what empow-
erment meant and what was expect-
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Improvement inifiatives fail
when consultants lead them.

ed of the Rangers. Ironically, Martin
disempowered his senior managers
by going around them to invest au-
thonty, however poorly defined, in
the teams. In so doing, Martin sig-
naled that the department heads
had nothing of value to add to the
Rangers’ research process. Not sur-
prisingly, the department heads re-

If senior managers don‘t
have a vested interest in
seeing empowerment

succeed, change will cease
to be a priority.

sponded negatively to the team’s
recommendations. Managers won't
empower others if they feel disem-
powered themselves.

Consider a recent change effort in
which we served as consultants to
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the international division of a global
apparel company. The president of
the division and his leadership team
asked their general managers to
gather customer-service data from
retailers around the world. The pres-
ident, his leadership team, and the
general managers then used this in-
formation to understand the gap
between the company’s current per-
formance and the retailers’ require-
ments. For example, they discovered
that it often rook 150 to 200 days to
move from developing an apparel
idea to delivering it to stores. To re-

main competitive, retailers thought

the time should be cut to 90 days.
Next, the president, the leadership
team, and the general managers de-
termined the targets for a change ini-
tiative (one of which was dramati-
cally reducing the time required
from product conception to deliv-

ery). We then spent a number of days |

with them exploring a variety of
change approaches. After these ses-
sions, they defined the limits of their
initiative-desired outcomes, bound-
aries, and guiding principles - and
which model of change best fit the
division. Finally, they introduced
the change effort to all employees.
The president sent a videotape
throughout the division. Manage-
ment included the plan in the divi-
sion newsletter. General and senior
managers attended all-day meetings
to discuss the plan. Senior managers
and employees held meertings in
groups of abour 100. After that ini-
tial explanation, senior managers
formed small groups in which they
could listen to employees’ reactions
and solicit their comments about
the change initiative. Such meetings
continued on a regular basis there-
after. Throughout the initiative, we
provided division leaders with guid-
ance, information, and alternative
approaches to solving problems.
However, the leadership group held
itself accountable for managing
the change effort from inception
through implementation.
Organizational leaders must take
responsibility for establishing a solid
foundation before introducing any
change effort. Creating that founda-
tion includes developing a consen-
sus about the initiative’s purpose,
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scope, and process. They must also
stay involved at key decision-mak-
ing points throughout the change ef-
fort, not just when recommenda-
tions are being made. Consultants
must help their clients understand
and carry out their leadership roles.
The SportsGear case demonstrates
that when the consultant and the
leadership team do not do this suc-
cessfully, everybody loses.

W. ALAN RANDOLPH is a professor
of management and the director of
Leadership and International Pro-
grams at the University of Balti-
more’s Merrick School of Business
in Maryland. He is coauthor with
Ken Blanchard and John Carlos of
Empowerment Takes More Than a
Minute (Del Mar, California: Whar-
ton Publishing, 1994).

Empowerment is not about
increasing the power of
employees.

Martin Griffin’s empowerment ef-
fort got off to a rocky start, but a few
important adjustments can put the
challenging process of transforma-
tion back on course.

First, Martin needs to recognize
the enormity of the task in front of
him and the company. After many
years, managers and employees have
to shift from believing in the effica-
cy of a hierarchical, command-and-
control organization to one that is
egalitarian, open, and team driven.
Because it requires a fundamental
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cultural transformation, empower-
ment is a long and difficult journey.
Resistance to it 1s frequent, pre-
dictable, and often fierce. Martin
must involve himself in the process
and provide ongoing direction and
encouragement.

Second, Martin and SportsGear's
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senior managers need to realize that |

empowerment is not about increas-
ing the power of employees; rather,
it is about reieasing the knowledge
and motivation that employees al-

" ready have. Harry Lewis, for ex-

3 v

ample, has high standards, passion,
and internal motivation: “We made
|SportsGear| great once, and we can
do it again. Just get out of our way.”
He could have a significant impact
on SportsGear if empowerment
works correctly.

How does Martin tap the knowl-
edge and enthusiasm of a Harry
Lewis? He needs to do three things:

Sharing Information. Employees
need full information about com-
pany performance. Without it, they
cannot take responsibiliry for their
performance because they do not

know the dimensions of the compa-

ny’s problems. For example, employ-
€€s Cannot cut response rates to cus-
tomer complaints if they do not
know how long it currently takes for
the company to respond.

Martin should supply his employ-
ees with information such as sales
figures, percentage of relects, profits,
and product turnover, He should al-

s0 keep them abreast of sensitive in-

formation such as sell-off options

and the possibility of downsizing.
He should present this informadon
on a frequent basis and in a variery
of ways, including companywide
meetings, written documents, and
E-mail messages. When manage-
ment provides complete informa-

* tion, trust grows and the empower-
' ment process moves forward.
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Developing Self-Managed Teams.
The Rangers were far from a self-
managed team when it presented its
report. Self-managed teams are capa-
ble of making and implementing
their decisions, and they are held ac-
countable for results. Martin gave
the Rangers too much responsibility
too quickly and not enough time and
direction to develop into a self-man-
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aged team that could deal effectively |

with diversity.

Teams pass through several stages
before they can manage themselves.
A team begins as simply a collection

of individuals. It must learn how to |
work together, make decisions, re- |

solve conflicts, and delegate roles. In
' the next stage, as team effort starts
to pay off, members usually become
excited and enthusiastic. But the
team'’s identity remains in an em-
bryonic phase. If the team runs into

obstacles, members can quickly be- |
come disillusioned. But with prop-

er guidance and support, the team
moves on to self-management. At
this stage, team members support
and encourage one another, believe
fully in their recommendations,
work together to overcome obsta-
cles, and effectively make decisions
and take action.

Creating Autonomy Through
Boundaries. Because empowerment
involves a radical departure from

past behaviors, Martin needs to cre- |
ate more structure for the teams and |

senior management in the early

stages of empowerment, not less. As |
the teams and management evolve, |

. he can grant the teams more free-
dom and responsibility. Structure
enables people to handle the uncer-
tainty they may feel as they try out
new behaviors. Martin can create
structure by establishing clear
boundaries concerning what the
teams can and cannot do. For exam-
ple, Martin should set limits on
where a team'’s responsibilities end
and where the department heads’ re-
sponsibilities begin. At furure meet-
ings of the Rangers and the depart-
ment heads, Martin can reaffirm the

boundaries and encourage and sup- -

port the empowerment process.
Although the Rangers were dis-
mayed and the department heads
resistant, empowerment can still
develop at SportsGear. Martin needs
to learn from - and help others
learn from - these initial experi-
- ences. Sharing information, allowing
, teams to manage themselves, and
| creating autonomy through bound-
. anes are the three keys to turning
, around the empowerment process at
SportsGear.
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