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Despite all the talk and the change prc:'rgrmns,
empowernent is still mostly an illusion,

EMPOWERMENT:

THE EMPEROR'’S
NEW CLOTHES

BY CHRIS ARGYRIS

no wondet that empowerment receives all

the attention it does. Who wouldn't want
more highly mativared employees to help scale the
twenty-first centiry? As one CEQ has said, *No
vision, no strategy ¢an be achieved withont abie and
empowered emplayees.”

Top-level executives accept their responsibilities
to wy to develop empowered employees. Fuman
resource professionals devise impressive theoties
of internal motivation. Experts teach change man-
agement. Executives themselves lavnch any num-
ber of programs from reengineering to contimucus
improvement to TOQM. But little of it works,!

Take reengineering for instance. Although the
rhetoric of reengineering is consistent with em-
powerment, in reality it is anything but that. Both
research and practice indicate that the best resuits
of reengineering occur when jobs are rigorously
gpacified snd not when individuals are left to define
them. Even the GE workout sessions had their

C ONSIDERING its mauch touted potential, it's

greatest success when the problems resolved were
relatively routine. Reengineering has led to im-
provements in performance, but it has not pto-
duced the number of highly motivated employees

needed to ensurs consistently high-performing or-

ganizations.

Few executives would deny that chere has been
little growth in empowerment over the last 30
years. But why that is so remains a riddle. The en-
swer is complex. The change programs and prac-
tices we employ ave finll of inner contradictions that
cripple innovation, motivation, and drive. At the
same time, CEQs subtly underfmine empower-
ment. Managers love empowerment in theory, bug
the command-and-control model is what they cust
and know best. For their part, employees are piten
amhbivalent about empowerment - it is great as long
as they are not held persogpatly accountabic. Even
the change professionals often stifle empower-

| ment. Thus, despite all the best efforts that have
. gane into fostering empowerment, it remaing very

HARFARD BUSINESS REYIEW May-june L7983



much like the smperor’s new cloches: we praise it
loudly in public and ask ourseives privately why

i we can’t seg it, There has been no transformation in
i

! the workforce, and there has been no sweeping

: metamorphosis.

b

place, but only interan: commin
f

Two Kinds of Commitment

- To understand why there has been no transforma-
- tion, we need to begin with commitment. Commit-
i Ment i3 not simply a human relations concept. It is
b an idea that is fundamental t0 our thinking about

economics, strategy, Anancial governance, infor-
mation technology, and operations. Commirment

is about generating human energy and activating

the human mind. Without it, the implementation
of any new initiative or idea would be seriously
compromised, Human beings can commie them.
selves in two fundamentally different wavs: axear.
nally and internaliy. Both are vaizahle in the work-
inforces
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empowerment. |See the exhibit “How Commit-
ment Differs.”)

External commitment —think of it as contracoual
compliance —is what an organirarion gets when
worlkers have little control over their descinies, Ik is
a fundamental truth of human nature and psychol-
ogy that the less power people have to shape their
Hves, the less commitmens they will have. When,
for exammple, management single-handedly defines
wark conditions for employees, the employees will
almost certainly be externally committed. That
cemmitment is external because all that is left for
ermmplovees is to do what is expected of them. The

Chris Argyris is the James Bryant Conant Prafessor
Emeritus of Educaclon and Oreanizarional Behavier |
at Harvard University in Cambridee. Mussochusetes.
He is the quthor of "Good Communicasgon Thar Blocks
Lezgrming™ (HBR fufv—Ausust ropa) a MeKinsev Award
winner. He i also a director o Moniror Company in
Cumbridze.
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b External Commitment Internal Commitment i
4 Tasks are defined by others. Individuals define tasks. 4
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The behavior required to perform Individuals define the behavior 2
tasks is defined by others, required to perform tasks. ot
Management and individuals (o

e

Performance goals are jointly define performance s

defined by management. goals that are chailenging 7]

for the individual. b

The importance of the goal Individuals define b

is defined by others. the impartance of the goal.

employees will not feel responsible for the way the
situation itself is defined. How can they? They did
not do the defining.

It management wants employees to take more
responsibility for their own destiny, it must encour-
age the development of internal commitment. As
the name implies, internal commitment comes
largely from within. Individuals are committed to a
particular project, person, or program based on their
Own reasons or motivations. By definition, internal
commitment 1s participatory and very closely allied
with empowerment. The more that top manage-
ment wants internal commitment from its employ-
ees, the more it must try to involve employees in
defining work objectives, specifying how to achieve
them, and setting stretch targets.

We might well ask whether everyone must par-

. ticlpate in order for empowerment to exist in an

organization. In principle, the answer is “yes”; in
reality, there is a “but.” It is unrealistic to expect
management to allow thousands of employees to

; participate fully in self-governance. The degree

to which internal commitment is plausible in
any organization is certainly limited. Moreover,
the extent of participation in corporate goals and
aspirations will vary with each employee’s wishes
and intentions. :

At SmithKline Beecham, in one of the most far-
reaching programs for employee participation that
I know of, management used a merger as an Oppor-
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tunity to build emnpowerment. Throughout the
entire organization, more than 400 task forces were
created. Yet to this day top management does not
believe that internal commitment has been gener-
ated throughout the entire company. Their realistic
assessment is that not even all the employees on
the task forces feel empowered.

To be fair, it is important to remember that em-
powerment is a goal that organizations approxi-
mate but never quite reach. The fact is that it is pos-
sible to have various levels of commitment in an
organization and still get the job done. Curiously,
employees have no trouble understanding the need
to keep within bounds. In all my work, L have yet to
find employees who make unrealistic demands
about empowerment. For top management, then,
the essential thing to know is that there are limits
to internal commitment. Employees do not under-
stand —in fact, they usually resent —executives
preaching internal commitment while continuing
to demand external commitment from the rank
and file. Indeed, a great source of discontent in orga-
nizations is that top-level managers continually
risk their credibility by espousing empowerment
too glibly.

Clearly, if it is internal commitment that pro-
vides the kind of outcomes that CEOs say they
want, then they must be realistic and judicious in
their demands for it. But the problem goes deeper
because the framework that most organizations are
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EMPOWERMENT: THE EMPFEROR'S NEW CLOTHES

| now using to transforn: themselves discourages
employess from acinally taking respomsibility in
their jobs. _

: Change Programs Increase Inner
| Contradictions

Majer change programs dte rife with inner contra-
dictions. By this, | meanthat even when these pro-
grams and policies are implemented correctly,
they do not-and cannot—foster the behaviar they
are meant to inspire. If the inner contradictions are
t brought to the surface and addressed, they can be
dealt with successfully; that is, they will not inhibit
. the kind of personal commitment that manage-
ment says it wants. Bur if the coneadictions re-
m#i buried and unacknowledged, as they usually
do, they become 2 destructive force. Not only do
they stifle the development of empowerment, they
also sap the organization’s efficiency by breeding
frogtration and mistrust. ' ;

To Mlustrate, comsider the advice that currently
represents best practice for implementing and pro-
raoting orgsmizational change. That advice breaks
the process down into four basic steps:
= Define a vision, o
¢ »Deflne 2 competitive strategy consistent with the
‘m' i ) . -

s Deflne organizational work procésses that, when
executed, will implernent the strategy.

' ployees can carry out the processes effectively.
. The undetl¥ing pattern of these insaructions is
consistent with what change researchers and prac-
. titioniers have leamned about effective
i implementation over the years. Start
| with a clear frameworic -4 vision —
and progressively make it operational
| 50 that it will come alive. So that no
§ one will have any doubts about how
| to aiign the four parts of the process,
manggement is advised to speak with
oue voice, This process makes sense.
L It is rational. '
g Yet the process is so riddled with in-
: Der ¢contradictions that change programs thet fol-
g low it will only end up creating confusion, particn-
aly at the implementation stage. Given thar aji

yof instructions, the advice actually enconrages

pre‘extemnz] than internal commitment. Cleatly, 1

gen emplayees’ actions are defined almost excl.

¥ irom the gutgide f
|

(as they are in most change
T s}, the resulting behavior cannot be em-
gering and liberating. One immediate conse-
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*Define individual job requiirements so that em-

¢ steps have been so precisely described through a /

quence is that employees react to the change pro-
gram by quietly distancing themselves from it,
Thus the change program is successful in terms of
improving performance because it helps reduce
mistakes, as in thé case ¢f TQM, or becanse it helps
smplayees embrace best practices. But at the same
time, it undermines internzl commitment. In
short, the advice for implementing change simply
does not provide the new source of energy that
Ny execusives want,

But the real danger iz that change programs end
up paisoning the entire corporation with long-
lasting mixed messages. Interpally committed em-
ployees interpret these messages as “do your own
thing—the way we tell yor.” They reluctantly toe
the line. Employess who prefer external commit-
ment will also pick up the mized messapes; how-
ever, these people will be relieved because they feel
protected irom having to take any personal respon-
sibility. In this way, the very working habits that
executives do not want to see continued in their
Organizations are strengthened and reinforced. The
result is invarizbly more inner contradictionss and
more inefficiency and cynicism, 2} of which get in
the way of real change.

CEOs Undermine Empowerment

CEO: work against empowerment both conscionsly
and nnconsciously. Surprisingly—at least to ont-
siders —executives do not always seezn to want
what they say they need. Consider a few typical re-
marks that T came acxoss during my research. These
remarks - excerpted from a roundtable discussion

CEOs work against empowerment
consciously and unconsciously;
exectitives do not always seem to
want what they say they need.

! of executives from world-class companies— indi-
cate very clearly the ambivalence of CEQs toward

internal commitment and empowerment. The frst
CEQ noted that with "well-defined processes
where the variances are small and the Operating
limits are well defined,” you no lopger need the old
cotmand-and-control approach. Workers are now
empowered, “provided they respect the process,”
he szid. The second CEQ agreed that these
"processes are liberating,” while the third observed p
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that many emplovees have a tough time under-
- standing what it means for pracesses to be “reli-
 able, respectable, and in contal.”

~ Let us stop a moment and ask curselves how

. problems by anointing -::.ha'mpiuns. The chammons

- there can be empowerment when there is neither

- puesswork nor challenges— when the job require-
ments are predeterimined 2nd che processes are con-
trolled, For emplovees operating in such a world,
the environment is not emMpowering; it is foolproof.
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Emplovees won't feel internally committed if someone is

always contralling them from the top down.

This is not 3 milieu in which mdividuals can aspire
tg self-governance. On the contrary, as long as they
buy in and follow the dictates of the processes, the
employees in the companies just described will
only become more externally motivarad.

The enthusiastic use of champions in virtually
all contemporary change programs sends a similar
mixed message from CEOs to emplavees. Top man-
agement iz well aware of the dangers of piecemeasl
implementation and eventual fade-ocut in major
change programs. They strive to overcome those

1.__..]!. 4

pursue perfarmanes ahjectives with tenacity, man-
aging by decree. They have generons resources
available to ensure compliance, and they monitor
employees' progress frequently. Altogether, these
behaviors reinforee the top-down contral features
of the external commitment model. The single
voice of fervent champions leads employees to feel
that management is in ¢ontrol, and it drives out
the sense of internal responsibility and
personal empowerment. How can em-
ployees feel empowered o someone is
always *selling” them or controlling

emplovees were internatly eommiteed.

disarray. Managers and the change pro-
grams they use undermine the empow-
erment they so desperately want {0
achieve. Why does this occur? Could it
be that today’s tap-level managers don't
truly want empowered emplovees? In
truth, they are probably unsure. At the
same time, employees donot hold exec-
utives to task for cheir behavior. Em-
plovees have their own mixed feclings
2bout empowerment.

Employees Have Their Doubts

External commitment is a psycholog-
tcal survival mechanism for many em-
ployees—it 18 a form of adaptive behav-
jor that allows individuals to get by in
1r0st work enviromments. How that sur-
vival mechanism works is illustrated

East Germany.

When the Berlin Wall came down, a

routine way of life for East German
workers came to an end. Most workers
bhad leamed to survive by complying.
For 40 yrars, most plants were run in
accardance with the dictates of central planners, If
many East Germans had pushed for greater control

aver their destinies, their lives might have been en-
dangered. As a result, East German workers over

the vears leamed to define performance as doing
the minimum of what was required of them.

After the fall of communism, I participated
many discussions with West German executives
who were surprised and baffled by the lack of initia-
tive and aspiration displaved by the East Germans.
What those executives failed to understand is how
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them from the top down? Indeed, such
champions would not be necessary if

The result of all these interventions is

gquite dramatically today in the former .




bewildering -indeed, how threatening—it can be
| for people to take internal commitment seriously,
especially those who have lived their entire lives
by the rules of external commitment. As [ listensd
to the West German executives who wanted to
make East German employees more internally
commtted, I thought of several cases in the United
States and elsewhere where similay problems exist.
Again and 4g4m in iny experience, prolonged exter-
nal commitinent made intemal cominitment ex-
tremely unlikely, bacacse a sense of CIGPOWEEIn Ent

is not innate. It is something that must be learned, -

developed, and honed.
The question, then, is, How do you prodiece in-

ternal commitment? One thing for sure is that the -
incentive programs executives have used—for in- ;

stance, higher compensation, better career paths,
“employee of the month” recognition awards .
simply do not work, On the contrary, in ail my

years 4s a change consultant, I have repeatedly wit. |

nessed how offering employees the “right” rewards
creates dependency rather than empowerment. In-
evitably, the power of such methods wears off with
use, and all that has been created is more externa]
Ccommritinent. 7

Consider one company with Eubst:ntml financial

woes. In that case, the CEO decided at considershle |
ces’ salariss.

personal sactifice to raise his employ

But his own research later showed that the ¢mploy-
ees merely cousidered their raises 20 be in keeping
with their equity in the labor market. Toternal com.
mitment had not increased. Bmplovess continued
to do nnhrwhatwnsaskedufthﬂmaslﬂngasthe
rewards were incressed. They followed the mles,
but they did not take zny initiative. They did not
take risks, nor did they show the sence of personal
respomsibility that managemens sought, The CED
was surprised, but | thoughe that these rasnles were
entirely predictable for two reasons. Figst, pay, tike
other popular incentive schemes, often advances
external commiiment while creating a biss against
internal commitment. Second, and mere fupnda.
mental, many employess do not embyace the jdes
of empowerment with any more gusto than man-
agement does. For a lot of people, empowerment is
just too much work. Like the workers in East Cer.

many, almost ail emaployees have learned to survive.

by depending on external commitment.
Whea it comes to empowerment, executives and

employees are engaged in shadowbaxing. Manage-

MEent says it wants employess who participate

more; employees say they want to he more ju.

volved. But it is difficult to know who means what.
Is it just a charadez Employees push for ETE4LET au-
tonomy; management says the right thing but tries

HARVARD BUSINESS REVIEW May-funr 199§
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to keep control through information Systems,
processes, and tools. ses vestiges of the
old command-and-contral mode] as confirming
their worse suspicions —that superiors want un-
challenged power, t just wants to see
better numbers, Thus the battle betwasn AUtONOLY
and control rages on, and mednwhile, 23 companies
raake the cransition into the next century, the po-
- tential for real empowerment is squandered.

Change Professionals Inhibit
Empowerment '

- During the past decade, ¥ have had the OppOrtunity
mwurkwithmﬁrethmamchangeexpuﬁindif=
. ferent organizations. Such individuals differ in
. their practices and thejr effectiveness, of course,
L but more striking than the differences are the pat-
terns that reci,

. Caught in the middle of the hattle between au-
| tonom:y and control, the change profesdional has
. & tough assignment, The yale of the change profes-
sional,whetheﬂntﬁmaluremmﬂuamtmﬂblytn
i facilitate organizational change and continnous
learning. In their own way, however, the vast ma-
jority of change professionals actually inhibit em-

To understand how that ocevrs, consider what
happens as Tom, a change sgent, tries to work with
Jack, a line manager. {Both are compasite Agures
typical of those I enconntered in my research.| Jack
is told by hiz hoss to work with Tom, who is there
. t¢ “help” Jack empower his organization. The
chzngcpmgramhcgimwﬂﬂlaseﬂﬁufmﬂaﬂngs
and discussions. Tom talks passionately about
apenness, honesty, and trust as the foundations of
| Smpowerment. Maay employees leave these meet-

ings teeling hopeful about the direction that the
conpany is teking toward maore open communica-
tiott. A memth into the program, however, Tam ob-
serves that Jack has fallen back into his old style of
{ management. He decides that he had better con.
frout Jack:

What Tom and Fack say:

-Tom"s nnspokeh
thouglts:
Tom: Things aren't Tom: So how’s every.
| Jacx: Things are going

pretty weil. There's a ot
of pressure from above,
et we're meeting the
TRITBbETS,
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rTonM: O great. All Jack  Toas: Great. Super. Butl

cares about is the num-  was also wondering how
bers. Empowermeznt well we're doing at get- |
isn't even on his agenda. ting people more com- k
] mitted £0 their jobs.
How empowered doyou
* think people fee)?

Jack: Weli, I think we're
doing okay. If there are
problems, people come
to me and we work it
out. Sure, some people
are never satisfied. Bur
that's just a few people,
and we can bandle
them.

Tom: fust what I femved,.  Tom: Look, Jack, if

jack’s oot “walking the  you solve all their prob-

dalk. ™ He just doesn’t lemz, how are we going

et 3t at all, £ empower pur em- -
ployees!?

iToM; This is hopeless!

Joere’s got to be an gas-

f2r Way to make a liv-

hivg, I'll never get

thuugh to kim. Twish]

tecinld tell Jack what I

t?:mk, but I dop't want

tu put him on the defen-

sive. I've got to stay

cooL
Jacx: Well, ta be honest
with you, Tom, the sig-
nal I'm gecting from
abowe is that my job is
to produce the numbers

without, you know, up-
setring people. To be
fair, 1 think I"m doing
that.

What's happening here? The change program that
Degan with great enthusiasm is clegrly in deep tron-
. It's a pattem I've observed over and over again.
er the initial excitement passes, reality in-
ritably settles in. Put aside the nice rhetoric of
gmpowerment, employees will have problems,

hey will ask their managers for help, and their
managers will tell them what to do. That is how
most work gets done and how organizations meet
their numbers. And in many cases, there's shsolutely

;I'.

. hothing wrong with this, except that it poes against :
. the theory of empowerment,

What does Tom do when he observes Jack telling |
his employees what to do? Instead of figuring out |

. ‘whether Jack is doing the right thing in this situa-
: tion, chenge experts like Tom will almost always

' be dismayed, because the managers aren’t walking
. the talk of empowerment. Rarely have | seen a

change professional belp o manager deal effectively

. with being caught between a rock and a hard place.

Even more uncommeon is a change agent who offers
practical advice to the manager about what o do.

Mot only is Tom unwilling to acknowledge the
real problere Jack is having, but ke papers over his
own thoughts. He tries to act as if he still believes
the program car be successful when, in fact, he has
given up hope. Tom himself 1s guiley of not walking
the taik of openness, honesty, and trust.

I my experience, line manzgers are far more
willing to acknowledge the inner contradictions of
change progearms— at least, in private. They witl ad-
mit to distancing themselyes from the soft sraff—
two-way participation, internal commitment, and
discontinuous thinking-to focus instead on the
numbers. Managers like Jack often conclude -
rightly, Pin afraid —that the change agent does not
kncw how to help them. So Jack listens politely as
Tom warns him zbout the dangets of backsliding
and exhozts him te be more persistent. And then
Jatck goes on sboet his business,

In the end, everyone is frustrated. In theory, em-
powerment should make it eagiet for organizations
to meet their nimbers. But when change programs
are imposed without recopnizing the lisnitations of
empowerment and when managers and employees
are not helped to deal effectively and openly with
them, the organization ends up worse off than it
was to bepin with. Empowerment too often enters
the realm of political correctness, which means
that no ons can say what he or she is thinking: this
is just nonsense. In this scenario, if you chaltenge
the change agent, you become an enemy of change.

50 instead of feeling more empowered, people
throughout the organization feel more trapped and

l2ss abie to talk openly about what's realiy going

on. Is it any wonder that change programs don't
succeed and that they actually undermine the cred-
ibility of top management?

What Is to Be Done?

Despite all the rhetoric surrounding transforma-
tion and major change programes, the reality is that
today's managers have not yet encormmtered change
programs that work. As we have seen, the reasons
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- for that are complex. Although mansgers share
some of the responsthility for undermining internal
_motivation in their organizations, the pro-
- grams that could create high levels of internal com-
mitrnent and empowerinent in corporations do not
- yet exigt. That is why 1 believe it iz time to begin
the research and experimentation that is required
to find some viable answers; But for now, let me be-
Fin with some recommenditions that
may help executives think more sen-
sibly about emnpowerment.

» Recognize that every company has
both top-down controis and

that ezapower people, and that some
inconsistencies are inevitable and
st simply be thanaged. When these
inper contradictions become appar-
ent, encourage individuals to bring
them to the surface; otherwise, a cred-
ibility gap will be created that can pollute the-orga-
nizatign for many vears to come.

1 Don’t undertake blatantly contradictory pro-
grawus. For instance, stop creating change programs
that are intended to expand internal commitmens
but are designed in ways that produce sxternal
commitiment. Make sure that what i being as-
poused will not contradict what actually happens.
= Understand that empowerment has its limits.
Enow how much ean be created and what can be
accomplished. Know that empowersment is noe g
cuze-all. Da not-evoke it needlessty. Once it has
been created, do not misuse it, Be clear about who
has the right-to chiange things. Specify the likely
limits of permissible change

# Realize that external and internal commitment
tan coexist in organizations but that how they do
50 18 crucial to the nltimate success or failure of
empowerment in the organization. For instance,
external commitment is all it takes for perfor-
mance in maost routine jobs. Unnecessary attempts
to increase empowerment only end ip creating
downward spirals of cynicism, disilinsionment,
and inefficiencies. As a first precaution, distinguish
between jobs that require internal commitment
anrd those that do not. 5

= Establish working conditions to iticrease smpow-
erment in the organization. If you weant to help in-
dividuals move away from external commitment,
encourage them to examine their own behavior. I
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has been my experience that many ernployess are
willing to become more personally committed if
management is really sincere, if the work allows it,
and if $he rewards reinforce it

= Calculate factors such ns'mm.'ale, satisfaction, and -

even cominitrnent into your human relaticns poli-
cies, but do not make them the ultimate criteria,
They are pennltimate. The ultimate goal is perfor-

Empowerment too often enters
the realm of political correctness,
which means that no one can

say what he or she is thinking,

mance. Individuals can be excellent performers and
report low morale, yet it is performance and not
morale that is paramount. Whea morzle, satisfac-
tiom, and sense of empowerment are used as the ul-
timate ¢riteria for success in organizations, they
cover up many of the problems that organszations
mist overcome in the twenty-first century.

= Help employees understand the choices they

make about their own level of commitment. One of
the most helpfel things we can do in orgapiza-
tions—indesd, in life—is to require that human be-
ings not knowingly kid themselves sbout their

Finzlly, rememnber that empowerment can ren
conirary 0 human natuae, and be realistic about
how to achieve and use it. To pavaphrase Abraham
Lincoln: You can empower all of the people some of
the time and some of the people all of the time, but
you can't empower ail of the peaple ail of the time,
In the last analysis, nobody should expect more
than that.
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Streamlining the Factory
With Just-in‘Time
Production

By Richard J. Schonberger

The just-intime (JIT} production eyetem may he the most
important productivity-enhancing management innovation
since Frederick Winslow Taylor's time-and-motion studies
at the turn of the century. It is & Japanese innovation, and
key features were perfected by Toyota. But there is nothing
uniquely Japanese about JIT production. It is usable any-
where.

JIT preduction means producing and buying in very
small quantities just in time for use. It is a sgimple, hand-to-
mouth mode of industrial operations that directly cuts in-
ventories and also reduces the need for storage space, racks,

convayors, forklifts, computer terminals for inventory con.

trol and material support personnel. More important, the
absence of extra inventories creates an impersative to run an

errorfree operation because there is no cushion of excess |

parts to keep production going when problems crop up.
Causea of errors are rooted out, never to occur again.

In some ways, JIT production is nothing new. High-vol-
ume' continucus producers—for example, steel, chemical
and paper companics—employ it routinely. To do otherwiae
wotld bury them in inventory. Longterm predictability of
materials noeded makes it possible for continuous proces-

| sorato arrange for materials to flow into and through their |
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planta steadily without inventory buildups. The Anheuser-
Busch brewery in 5St. Louis unloads a nearly continuous
stream of trucks bringing In empty cans and uses them soon
enough that, on the average, there ia only a two-hour supply
of unfilled cans on hand.

But cans of Budweiser don't come in many different
models. In moeat of the rest of induistry, plants produce an
ever<hanging varlety of goods, and production scheduling
ig complicated and irregular. JIT streamlines and simplifies
the stop-and-go production of most plant operations so that
they resemble continuous processing. in so doing, it forces
planners and analysts to get out of their offices and get out
on the floor solving real problems.

The transformation beging with inventory removal.
Fewer materials are bought, and parta and products are
made in smaller gquantities; po-called lotsize inventories
thereby shrink. Buffer stocka or safety stocks—‘just-in-
case” inventory-—are also deliberately cut.

The immediate result is work stoppages. Plenty of them.
Production comes to a standatil! because feeder procesees
break down or produca too many defectives—and now there
is no buffer stock to keep thingy going. This is exactly what
is suppoged to happen. For now the analysts and engineers
pour out of their offices and mingle with foremen and work-
ers trying to get production going again. Now the causes—
bad raw materials, machine breakdown, poor training, tol-
erances that exceed process capabilities—get attention so
that the problem may never recur,

When one round of problema is solved, inventories are cut
again ac that more problems crop up and get aolved. Each
round of problem exposure and golution increases productiv-
ity--and quality, too. In Japan extensive quality control
measures blend nicely with just-in-time production because
many of the problemns uncovered by inventory removal are

quality problems.

Some people who have studied the just-intime system

conclude that it is suitable for high-volume producers but
not for amaller-volume “job shops. But many companies
that call themselves job shops have soms vemblance of a
product ling; those companies ean become more productive

by producing in smaller lots as continuously ag possible. If
they don’t, chances are that a Japanese competitor will
emerge and capture enough market share to become a high.
volume repetitive producer jeopardizing the position of the
slop-and-go producers; this is what iz happening to Harley-
Davidson, International Harvester and Hyster.

How can Wesiern manufacturers become JIT producers?
One way is “cold turkey’: Remove inventories from the
shop floor, dismantle distance-spanning conveyors, move
machines closs together and permanently reallocate floor
space that once held inventory. Spasms of work stoppages
for lack of parts will soon get everyone involved in solving
underlying problems. .

Most companies will want to take a more ineremental
approach. One way is to cut the cost of machine setup, a
major reason why companies make parts in larges batches.
Betup times can be cut by simplifying dies, machine con-
trols, fixtures and o forth, The term “quick die change™” has
been in the vocabulary of American production engineers
for years. But American management only heard of it re-
cently aa storiea have trickled in from Japan about “singls
getup,” which means a single-digit number of minutes, and
“one-touch setup,” which means zerc setup (only load and
unlead) time.

The Kawasaki plant in Lincoln, Neb., uses another ex-
perimental approach. Occasionally it will deliberately draw
down Ixffer stocks to near gero. The kinds of problems ax-
posed will be recorded and assigned as improvement proj-
ects. Stocks will be allowed to build back up, and the im-
Provement projecta will proceed. As underlying problems
ave solved, stocks will then be permanently cut and storage
floor apace reallocated.

Geography is the big obstacle to just-in-time deliveries of
purchased parts. When your supplier is across the country,
the economies of full truck and rail car shipments often dic-
tate infrequent large.lot buying. The Japanese companies
that have opened subsidiary plants in North America—
Sony, Honda, Nissan, Sanyo, Kawasaki, ete.—deal with thia
hurdle by resclutely seeking nearby suppliers.

Fatablishing those arrangements may take years of ef-




4

.

THE WALL STREET JOURNAL on Managemont

fort. In the meantime, consolidated loads from clusters of
remote suppliers may permit a load to be delivered every
day. Commen carrlers may be rejected in favor of contract
shippers or company trucks, so that the day and maybe the
hour of delivery may be strictly scheduled. And manufac-
turers muat net tolerate the standard practice among 1.5,
suppliers of delivering plus or minus 10% of the agreed-
upon purchase quantity. With no excess inventory, nor
apace to store it, the just-in-time company must insist on
deliveries in exact quantities,

It is clear that geography is a deterrent, though not an
intractable one. Aside from that, thers are few cbatacles,
More money is not needed. The just-in-time approach fea-
tures getting by with leas of most of the costly reaources that
American manufacturers protectively surrounded them-
selves with in the days when capital was plentiful and in.
terest ratea were low,

The only significant obatacles to JIT are thoss that stand
in the way of any major change in management system:
reorienting people's thinking. Much of that task has been
done. Just-in-time programs have been established at Gen-
eral Electric, the big-three auto makers, Goodyear, ROLM
and various other American industrial companies. .

Transforming our coughing, sputtering plants into
streamlined just-in-time producers sounds like a 10- or 20-
year project, It may not take that long because the innovat-
ing has been done for us. Taylor's innovation, scientific
management, was readily exportable and implementable in
Europe and Japan (and today the Japanese outTaylor us
ell). The Japaness innovation, just-in-time, is equally trans-
portable,

Mr Schonbergen. professor of management at the Univer-
sity of Nebraska, is author of “Japanese Monufocturing
Technigques: Nine Hidden Lessons in Simplicity” (Free
FPress).




What Quality Circles Can
‘and Cannot Do
By Kenichi Ohmae

Quality control circles, ac spectacularly successful in Japan
in recent years, hold little promise of short-term gains, They
take gonerations to bear fruit, and cannot be expacted to
succeed if they are ordered by edict. Moreover, the scope of
their achievement, though impresaive over time, is limited.

A QC circle is a group of about 10 relatively autohomous
workers from the same divieion of a company who volunteer
to meet for an hour or 80 gnee or twice a month. After work
(usually they are paid overtime), they diecuss waysa to im-
prove the quality of their products, the production process in
their part of the plant and the working environment, Their

- long-term ohjective is to bulld a sense of responsibility for

improving quality, but the immediate gosl is to exchange
ideas in a place uninhibited by barriers of age, sex or com-
pany rank.

Japan’s experience has revealed several preconditionse for
the success of QC circles. Some may be indigenous,

Firat, the work force muat be intelligent and reasonably
well-educated. Members of the circles must be able to use
atatistical and industrial engineering analysia. They must
know what it takes to make things work on a nuts and bolta
level, and they must be able to brainstorm together. It is no
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mont successful with these circles and other participatory
methods for improving productivity (Hitachi, Teijin, Asahi
(lass and Nippori Eokan) are aiso well-known for their fine
recruiting and internal training programa,

Second, management must be willing to trust workers
with coat data and important information, and to give them
the authority to implement their ideas. At Japanese compa-
nies with successful C programs, managers have tended to
work their way up through the ranks: They really believe in
their work force. It ia no surprise to them that groups of
workera, if given information and authority to experiment

' by trial and error, will be able to reduce downtime, waste or

reworking—the sorte of questions that the circles are most

. effective in addressing

Third, workers must be willing snd eager to cooperate
with each other. Unliko the suggestion box and other
worker incentive programs which reward individuals, QC
programs reward groupe. A genuine *“team spirit” is there-
fore necassary: Workers must be willing to expreas them.
selves and find fulfillment by reaching agreement.

Moreover, if authority in production declsions is to be de-
coniralized down to the level of these circles, then the circles
have to be able to cooperate with each other leat they work
at cross-purposes. [Inless there is. g spirit of cooperation
within the work force, an attitude that talking a problem
through with peers 1s more rewarding than taking it up to
mranagement, a8 company is better off’ using individual car-
rota instead of the circles. Otherwise, it may find night
shifts undoing the improvements of day shifta.

One of the most important fegtures of QC circlea in Japan
is that they did not originate with senior mansgement.
They spring rather from a voluntary, grass-roota movemant
of workers and middle managers from acrose the nation.

The spearhead has baen the Union of Japanese Scientists
and Engineers, or Nikka-Giren. In 1962, it began publish-
ing a magazine, later named FQC, which called for quality
control circlea among factory workers and foremen and

helped precipitate a change from the Western concept of
i-.._.u.u..u. ...-_.u.-..".._vr..'.:u ..#lehuﬂHﬂﬂﬂEﬂE“..uHﬂﬁ.E
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 Don’t Expect Too
Much From Your

Computer System
By Richard L. Van Horn

In & world appropriataly filled with glowing promises for
computers, managera are well advised to reflect on what
computers are not. For more than 20 years, businesses rang-
ing from banking to bookmaking have embraced computer
aystema with a level of hope and enthusiasm normally re-
served for risk-free, high-profit investmenta,

In the scbering light of actual use, some firms have real-
ized many or all of their high expectations, but others have
discovered that computer systems are bardly risk-frea and
cortainly are no guarantee of higher profits. A computer
system represents an expeneive, high-technology capital in-
vestment, and such investments often promiss high returns
only for high rick. At a minimum, such investments do-
mand thoughtful and continuing attention from manage-

ment. :

8
- faster and more consistently than it manual counterpart.
i 'The computer’s outstanding attributea of speed, large mem-
“ ory, congistency and the ability to follow complex logical
_ E&EEEEEEEE%&EHEE



applied within a good management process. Computers ars
& complement to, not a substitute for. careful management.

Computer users must remember that precision is not ac-
curacy, Without question, computers operate with great pre.
cision. They can perform long and complex processing of
instruction, text and numbers without introducing any new

Computer output can be better than the data put in, in
the sonse that computers can find and correct certain types
of exrors. But many errors in input data are impossible to
detect, particularly those made at an earlier stage in col-
lecting the information by other people or recording devicea.
From paleamen to machinists, peopla tend to “adjust” input
to fit their view of the world,

All large programs contain errors, at least in the sense
that they do not always work as either their authors or
userd intended. Because of the comploxity of large business
Programs, that may contain thousands of ingtructions, er.
rore remain even after years of yas, A healthy skepticism

about the accuracy of the output is the best antidots to being

atung by a hidden program bug,

Some business problems aro just too complex or ill.
defined for computers to solve, Scheduling machines in a
job-shop, for example, ia a problem that is "solved” every
- day by people, but may need months of computing time for
an exact, numeric golution—fif any is posaible, And each set
of new or changed orders would require further month-long
computer rung to take thems everyday alterations into
account,

In making the decision whether to market & new laundry
detergent {or magazine, car or frozen food), computers can
keep track of survey results, calculate costs, analyzo a range
of assumptions and handle other pieces of quantitative
bookkeeping. But in the end, those making the decision
must fall back on that sirange mixture of experience and
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gut feeling we call human Jjudgment. As with factory sched-
uling or investments in the stock market, computers can
help, but they certainly can’t guarantee success,

A vompany overwhelmed by paper work or plagued by
decision-making channels too complex for its employees to
nevigate certainly should consider computer support. If a
goftware vendor has & program or get of programs that can
be used essentially off-the-shelf, that computer application
could be operating satisfactorily in a fow weeks or months,
.ﬂE... tailoring n new package to a reasonably complex appli-

or matket enalysis—will take seversl years of analysis,
design and testing,

In many problem areas, management should not—indeed,
cannot—wait for a computer system solution. Urgant prob-
lems should be attacked with hetter procedures, tighter con-
trols, more manpower and the whole range of traditional
Imanagement tools, Aside from Preventing a possible operat.
ing disaster, the short-term correction of problema often Dro-
videa valuable insight to designers of longer-term, comput-
erized solutions,

to do things vight but to do the right things, .

The Japanese guto tompanies provide soma interesting
illustrations. Ft was the 1.5, companies that developed and
applied outstanding decision rules and computer systems
for managing inventorieg of expensive components such ns
Rtarters and alternators. The Japanese simply built the
parts plante next door to the aute assembly plant, and got
rid of inventories altogather!

In the final analysia, we rrust both apply computers cor-

|
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rectly and apply them to the right problema if we want to
have a significant impact on the welfare of the firm.

Rand Corp., i chancellor of the University of Houston.

Mr Van Horn, formerly head of management systems for l




Keeping Favoritism and
Prejudice Out of
Employee Evaluations
By Andrew S. Grove

In my book, “High Output Management,” I characterized
performance reviews as the single most important form of
task-velevant feedback with which we supervisors can pro-
vide our empioyees,

What I said has not been enthusiastically recetved in all
quarters, A teacher friend of mine heatedly mﬁmmﬂm.ﬁrmﬂ
performance reviews—and compensation and promotional
practices based -on those reviews—would not elicit better
work but only favoritiam in her school syatem. Another ob-
jection was raised by a lawyer I know who haughtily an-
nounced that nobody, simply nobody, could judge the quality
of his work. Comments of thia type have reached me from
other quarters as well.

In gpite of the criticiema, I remain steadfast in my convie-
tion that if we want performance in the workplace, some-
body has to have the courage and confidence to determine

whether we are getting it or not. We must also find ways to

enhance what we are getting,
But let's examine these criticisms carefully, taking the

lawyer's position first. ] am quite sure that in any sizable
law firm, an experienced and senior partner can make a
meaningful evaluation of my friend’s work, no matter how
arcane the work might seem. After all, professionals go

= T A Ty Ay

. through intensive ssries of evaluationa during their educa.
- tion. And during thair internship, and subseguent profes-
- sional practice, professionals acquire and ahare basic facts

Ed&ﬁﬁngﬁnggmmﬁéﬁ?
logue and mutual evaluation,
A.Enmuﬁn&nnumﬂﬁwﬁﬂrmuﬁﬁnﬁmuﬂn_m are faced with

| a8 complex problem, there is only one way to handle it.

Assessing performance is not an act but 8 process; even if
the opening barrage is off the mark, the resulting ex-
change is likely to tune and perfect the work performed. In
fact, the more obscure and intangible the nature of the

.ﬂuuwwuannmﬁuuaﬁrmEnEmcnrnHEmmu_ﬁm;E

contribute to its quality,
For example, some vears ago when I was supervising a

‘| pumber of semiconductor engineers, one of them discoversd

a technique that turned out to be extremely useful in solv-
ing an important problem. This solution brought recogni-
tion, praiee and a Jot of satisfaction to my subordinats.

However, as time wont on, he fell into the pattern of at-
tempting to solve all problems with this aame technique,
even though it had no relevance to them. This led to
wasted effort and a lot of frustration, When I pointed out
this patiern to my subordinate, he got defensive at first,
Ha thought I was brying to minimize the importance of his
earlier achievemeont. As we talked about my chservation
some more, I eventually succeeded in convincing him that
his insistence on using the same technique over and over
was counterproductive. Eventually, he managed to hreak
hia thinking pattern and addreas his new problems with
& fresh approach each time, thus yegaining his earlier
effoctivenean.

The very idea of non-reviewability of professional work
meand that only the most monstrous errors get evaluated—
after the worat has been perpetrated, and then frequently
during the course of malpractics Litigation, I think we can
reduce the waate and damage caused by this practice in ocur
society by agreeing on a basic principle; namely that aqlf
work can and must be subjected to review by somehody.

An for the teacher’s fear of favoritiam, obviously power—




and the right to evaluate is power—can corrupt. What we as
managers have to do is build enough checka and balances
into the system to minimize the influence of personal bias
and distortion. At Intsl, we use three safoguards.

Once an employee review is written up by a supervisor,
the supervisor's boss oversees and approves the written
evaluation. This manager is the second most qualified judge
of the employee’s performance—second, that is, to the em-
ployee's immediate supervisor. Being one level removed, he
can put the employes’s performance in broader perapective;
he is in a position to compare it with the work of other
people in a larger organization,

Our second check of the evaluation process stipalates
that the personnel representative asgigned to the employ-
ee’'s department approve the review. Although someone
from personnel probably cen’t judge the quality of highly
technical endeavorg, he ia likely to catch signs of favoritism
and prejudics, and call it to the attention of the immediate
supervisor’s manager. For thia to have real effect, we must
endow the personnel department with onough status and
clout to make its opinions and comments count.

The third check comes from setting up ranking sessions,
where the supervisor meets with hig peers end, together as
a group, they compare and rank all of their subordinates. Of
courss, 1o one sUpervisor can assess the work of all subordi-
nates of his peers. But collectively, enough will be known
about each employes to provide additional—and frequently
conflicting—points of view to the nssessment process, result-
ing in a fair outcome for everyhody.

Do such checka and balances wesd out all bad evalua-
tions? They do not. No systom is foolproof, especially one
ihat is necessarily laden with human judgment. Further-
more, such an evaluation process takes much mors time and
effort than simply listing a group of employees by date of
hire and letting it go at that (the basis of a seniority ap-
proach to evaluating performance). At Intel, we estimate
that a supervisor probably spends fiva to eight hours on
each employee’s review, about one-quarter to one-third of
1% of the supervisor’s work year. If the effort expendeod con-
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tributes to an employee’s performance even to a small ex-
tent over the coursa of a year, isn’t that a highly worthwhile
expenditure of a supervisor's time?

We are paid to manage our organizations. To manage
means to elicit bettor performance from membars of our or-
ganization. We managers need to stop rationalizing, and to
stiffen our reaolve and do what we ars paid to do.

Mr. Grove is president of Intel Corp. in Santa Clare, Calif,
and is the author of “High Output Muanagement” (Random
Houyge, 1983).



