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3. Communicate with organization members. The effeciveness of a paralll structure
‘depends on a high level of participation from organization members. Communicating
the purpose, procedures, and rewards of participation can promote that involvement.
Morcover, emplayee partcipation in developing a structure’s vision and purpose can
increase ownership and visibly demonstrate the “new way” of working. Continued com
munication concerning parallel structure activites can ensure member awareness

4. Create forums for employee problem solving. These forums are the primary means
of accomplishing the purpose of the parallel learning structure. The most common
forum is the employee problem-solving group. lis formation involves selecting and
training group members, dentifying problems for the group to work on, and provid-
ing appropriate facilitation. Selecting group members is important because success
offen i a function of group membership."” Members need 1o represent the 3ppropri.
ate hierarchical levels, expertise, functions, and constituencies that are relevant to the
problems at hand. This allows the parallel structure to identify and communicate with
the formal structure. It also provides the necessary resources to solve the problems. Ad
hoc committees or task forces may also be formed, as when workers and managers
initiate action to address an issue of interest to the parallel organization. Ad hoc
teams are typically charged with a particular task and have a limited lifetime.

Once formed, members of a problem-solving group need appropriate training, This
may include discussions about the vision of the parallel structure,the specific problems to
be addressed, and the way those problems wil be solved. As in the steering committee,
‘group norms promoting openness, creatvity, and coordination need o be established.

Another increasingly common forum i the large group intervention described in
‘Chapter 11. Search conferences and appreciative inquiry (A1) summits can be used to gen.
erate a variety of ideas for change, innovation, and problem solving. Application 13.1
describes one example of such a process."® Roadvway Express found the Al summit to be
an efective way of engaging union members i solving organizational problems.

Another ey resource for parallel structures is facilitation support. Although this
<an be expensive, it can yield important benefits in problem-solving effciency and
quality. Small groups are asked to form quickly and to solve problems by cutting
through traditional hierarchical and. functional boundaries. Facilitation support can
help charter and build the team as well as pay special attention to processes that
encourage problem solving. They can help members identify and resolve issues within
‘groups. Similarly, large group interventions require time, resources, and knowledge.
They must be designed and faciltated wellif they are to produce relevant result.

5. Address the problems and issues. Parallel structures solve problems by using an
action research process. They diagnose specific problems, plan appropriate solutions,
and, if empowered to do o, implement and evaluate them. Problem solving can be
fcilitated when the groups and the steering committee relate effectively to each
other. This permits the steering committee to direct problem.-solving efforts in an
appropriate manner, to acquire the necessary resources and support, and to approve
action plans. It also helps ensure that the solutions and changes are linked appropri-
ately to the formal organization. In this manner, carly attempts at change will have a
better chance of succeeding,

6. Implement and evaluate the changes. This step involves implementing appropriate
organizational changes and assessing the results. Change proposals need the support
of the steering committee and the formal authority structure. As changes are imple-
mented, the organization needs information about their effects. This lets members
know how successful the changes have been and if they need to be modified. In
addition, feedback on changes helps the organization learn to adapt and innovate
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Results of Parallel Structure Approaches A large body of literature exists on the
implementation and impact of parallel structure approaches to EL The business and
popular press generally report about the benefits of union-management cooperative
projects, qualty circles, and other parallel structure interventions. For many people,
especially lower-level employees, this opportunity to influence the formal organization
leads to increased work satisfaction and task effectiveness.”” Several classic case studies
support these conclusions: General Motors' central foundry division; the Harman plant
in Bolivar, Tennessee; the Rockwell International plant in Battle Creck, Michigan (a joint
UAW-GM effort); and the Rushton Mines in Pennsylvania 2*

Early large-sample evaluations of parallel structures typically reported mixed
results ** Over a period of at least three years, the University of Michigan's Institute
for Social Research (ISR) studied eight major projects implemented during the 1970s.
Although the projects showed some improvements in employee attitudes, only two
projects showed improvements in productivity. The ISR researchers explained the
meager productivity results in terms of the projects’ mistakes. All of the projects
were pioneering efforts and hardly could be expected to avoid mistakes during imple-
mentation* Similarly, Ledford, Lawler, and Mohrman concluded that the existing
research showed no clear positive or negative trend in the productivty effects of qual-
ity circles.** Although the evidence of attitudinal effects was more extensive than that
of productivity effects, the studies reviewed sill showed mixed results for attitudinal
changes

Bt that re more rscen suggest sronger reaionships beween mploee patl
pation and direct performance outcomes, such as productvity, customer satisfaction,
quality, and speed; profitabilty; and employee satisfaction ** A study by the Commission
on the Future of Worker-Management Relations supported that conclusion. It found
that systematically implemented programs often improve productivity and almost always
increase investment in employee skills and knowledge* “The newer projects tend to be
much better linked to the management and union hierarchies, receive better assistance
from 2 widening circle of experienced consultants, have more realstic goals, and use
more sharply focused organizational change strategies ™

Finally, court rulings in the carly 19905 challenged the legality of some EI
approaches under provisions of the National Labor Relations Act (NLRA). This law,
passed by Congress in 1935, gives employees the right to form labor unions and
decrees that employers must bargain in good faith with representatives of those orga-
nizations. In protecting employees' rights to collective bargaining, the NLRA precludes
certain employer unfair labor practices, one of which is aimed at employer domination
of a labor organization. Under the law, a committee or team of workers that meets to
address issues related to wages, hours, or conditions of work can be considered a
“labor organization.” If management creates the team, provides it with resources, or
influences it in any way, then management may be found to dominate this so-called
labor organization. In two legal cases involving Electromation, Inc. and DuPont, the
court ruled that in setting up employee teams or committees to address such issues
as communication, cost culting, and safety, the companies had created labor organiza
tions and had dominated them unfairly. Although the NLRA does not outlaw EI teams
per se, such interventions may be legally questionable in situations where teams
address issues traditionally reserved for bargaining and where management influences
or controls the teams. In response o these rulings, Congress passed legislation in 1996
to amend the NLRA. The Teamwork for Employees and Management Act of 1995 pre-
serves legitimate EI programs without infringing on the rights of employees to bargain
collectively.
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132 Total Quality Management
Total qualty management (TQM) is a more comprehensive approach to employce
involvement than parallel structures. Also known as “business excelence,” “continious
process improvement,” “continuous qualit,” lean,” and "Six Sigma,” TQM grew out of
3 manufacturing emphasis on quality control and represents  long-term effrt to orient
all of an organization’ actvities around the concept of quality. Quality is achieved when
organizationl processes relibly produce products and services that meet or exceed cus-
tomer expectations. Although it s possible to. implement TQM without employce
involvement, member participation in the change process increases the likelihood of sus-
taining the results. Quality-improvement processes were popular in the 19905, and many
organizations, including Morton Salt, Weyerhacuser, Xerox, Boeing's Ailft and Tanker
Programs, Motorola, and Analog Devices, incorporated TQM interventions. Today, 3
capability for continuous quality improveent s essental for global competitveness.

TQM increases workers” knowledge and skills through extensive training, provides
relevant information to_employees, pushes decision-making pover downward in the
organization, and ties rewards to performance. When implemented successfully, TQM
also i aligned closely with a irm's overal straegy and atemps to dirct the entire orga-
nization toward continuous quality improvement

“The principles underlying TQM can be understood by examining the carcers of
W. Edwards Deming and Joseph M. Juran,the fahers of the modern qualty movemen.
They initally applied statistical techniques to improve product quality at defense plants
in the United States during World War II but in an add twist of fate, they found their
ideas taking hold more in Japan than in the United States™® When the war ended, USS.
businesss turned to mass-production techniques and emphasized quaniity over quality
1o satisfy postwar demand. Deming, known fo his statsical and sampling expertise, was
asked by Genersl Douglas MacArthur to conduct a census of the Japanese population.
During his discussions with Japanese officals and managers, he advocated a disciplined
approach of "plan-do-check-adjust” to identify and improve manufacturing processes
that affected product quality. With such an approach, the Japanese could produce
world-class-quality products and restore their country economically. Deming’s ideas
eventually were codified into the “Fourteen Points” and the “Seven Deadly Sins” of qual.
ity summarized in Table 13.1. In honor of the ideas that helped to rejuvenate the
Japanese cconomy, the Union of Japanese Scientists and Engineers created the Deming
Prize to distinguish annually the best in quality manufacturing

At about the same time, Juran's publication of the Quality Control Handbook in
1951 idenified two sources of quality problems: avoidable and unavoidble costs. Avoid.
able coss included hours spent reworking defectve product, processing complaints, and
scrapping otherise useful material. Unavoidsble coss included work associated ith
inspection and other preventive measures. He suggested that when organizations focused
on unavoidable costs to maintain qualiy, an important opportunity was being missed,
and he advocated that an organization focus on avoidable costs that could be found in
any process or activity, not just in manufacturing

“The populariy of TQM in the United States can be traced to a 1980 NBC television
documentary tied, “If Japan Can ... Why Can't We?” The documentary chronicled
Demings work with the Japanese and his concern that ULS. companies would no listen
to him after the war. The documentary had a powerful impact on firms facing severe
compeition, partcularly from the Japanese, and many companies, including Ford
Motor Company, General Motors, Dow Chemical, and Hughes Aircraft, quickly sought
Demings advice. Another important influence on the TQM mavement in the United
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TABLE 131

Deming’s Quality Guidelines

The Fourteen Points The Seven Deadly Sins

1. Create a constancy of purpose 1. Lack of constancy of purpose.

2. Adopt a new philosophy 2. Emphasizing shortterm profits and

3. End the practice of purchasing immediate dividends
at lowest prices 3. Evaluation of performance, merit

4. Institute leadership rating, or annual review

5. Eliminate empty slogans 4. Mobilty of top management

6. Eliminate numerical quotas. 5. Running a company only on visible

7. Institute on-the-ob training figures

8. Drive out fear 6. Excessive medical costs

9. Break down barriers between 7. Excessive costs of warranty
departments

10. Take action to accomplish the
transformation

11. Improve constantly and forever the
process of production and service.

12. Cease dependence on mass
inspection

13. Remove barrers to pride in
workmanship

14. Retrain vigorously.

States was Philip Crosby's book Qualiy Is Free” He showed that improved quality can
lower averall costs, dispelling the popular belief that high quality means higher total
costs for the organization. With fewer parts reworked, less material wasted, and less
time spent inspecting finished goods, the organization’s total costs actually can decline

In 1987, Congress established the Malcolm Baldrige National Quality Award (wiwwv
nist gov/baldrige). It recognizes large and small organizations in business, education, and
health care for quality achievement along seven dimensions: leadership; strategic plan-
ning; customer and market focus; measurement, analysis, and knowledge management;
human resources focus; process management; and business results. The 2012 award win-
ners were Lockheed Martin Missiles and Fire Control, in manufacturing; MESA
Products, in small business; Northern Mississippi Medical Center, in health care; and
the City of Irving, Texas, in nonprofit. Competition for the award has grown enor-
mously. Some large organizations spend large sums to prepare for the contest; others
apply just 1o receive the extensive feedback from the board of examiners on how to
improve quality; and stll others feel compelled to apply because customers insist that
they show progress in process improvement.

Another quality award i the Shingo Prize (www.shingoprize org) for business and
government organizations that achieve highly cfiicient production methods. The 2012
award in operational excellence went to Ethicon, Incs plant in Juarez, Mexico. Numerous
states have inifiated their own quality awards. At the national level, the Carey Award is
given to federal agencies and the Hammer Awards are given as part of the National Per-
formance Review for innovation and quality improvement in the federal government.
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TQM is a growing industry itsel, with consulting firms, university courses, training
programs, and professional associations related to quality improvement diffusing rapidly
across industrialized nations. The quality approach is supported by at least three major
associations: the American Society for Quality (ASQ; www.asqorg), the American
Productivity and Quality Center (APQC; www.apqc.org), and the International Society
of Six Sigma Professionals (ISSSP; www.sssp.com). These associations actively support
TQM by sponsoring qualiy training workshops and conferences and serving as clearing-
houses for important information on TQM programs. The International Organization
for Standardization (ISO) also supports TQM. Iis 15O 9000 standard applies to quality
systems, and certification requires firms to document key goals and processes, to demon-
strate compliance, and to create processes for improvement.

Application Stages TQM typically is implemented in five major steps. With the
exception of gaining senior management commitment, most of the steps can occur
somewhat concurrenly.

1. Gain long-term senior management commitment. This stage involves helping senior
executives understand the importance of long-term commitment to TQM. Without a
solid understanding of TQM and the key success factors for implementation, managers
often beleve that workers are solely responsible for quality. Yet only senior executives
have the authority and larger perspective to address the organization-wide, cross-
functional issues that hold the greatest promise for TQM's success.

Senior managers’ role in TQM implementation includes giving direction and
support throughout the change process. For example, establishing organization-
wide TQM generally takes three or more years, although technical improvements
to the workflow can be as quick as six to cight months. Senior managers need to
clarify and communicate throughout the organization a totally new orientation to
producing and delivering products and services.

‘The longer-term and more difficult parts of implementation, however, involve
changes in the organization’s support systems, such as customer service, finance,
sales, and human resources. Often these systems are frozen in place by old policies
and norms that can interfere vith the new approach. Senior managers have to con-
front those practices and create new ones that support TQM and the organization’s
strategic orientation.

Top executives also must be willing to allocate significant resources to TQM
implementation, particularly to make large investments in training For example, as
part of its Baldrige Award preparation, Motorola developed Motorola Universiy, a
training organization that teaches in 27 languages. Departments at Motorola allocate
at least 1.5% of their budgets to education, and every employee must take a minimum
of 40 hours of traing a year. This effort supports Motorola's goal of six sigma pro-
cess quality (a satistical measare of product quality that implies 99.9997% perfection)
and of having a workforce that is able to read, write solve problems, and do math at
the seventh-grade level or above. When several business units within Motorola
achieved the six sigma target, the company demonstrated its commitment to continu.
ously improving quality with a new target of tenfold improvement in key gosls.

2. Train members in quality methods. TQM implementation requires extensive train-
ing in the principles and tools of quality improvement. Depending on the organiza-
tion's size and complexity, such training can be conducted in a few weeks to more
than two years. Members typically learn problem.solving skills and simple statstical
process control (SPC) techniques, usually referred to as the seven tools of quality.
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that information, run experiments and pilt programs to determine which adjust-
ments wil cause output variations o drop and qualiy to improve. Those adjust-
ments that do reduce variations are implemented across the board. Members
continue to monitor the quality process to verfy improvement and then begin the
problemsolving process again for continuous improvement.

4. Measure progress. This stage of TQM implementation involves measuring organiza-
tonal processes against qualiy standards. Knowing and analyzing the competition’s
performance are essential for any TQM effort because it sets minimum standards of
qualty,cost, and service and ensures the organization’s positon in the industry over
the short run. For the longer term, such analytical effots concentrate on identifying
world-class performance, regardless of industry, and creating stretch targets, also
known as benchmiarks. Benchmarks represent the best in organizational achieve-
ments and practces for different processes and generally are accepted as “world
class” For example, Nordstrom is considered the benchmark of customer service in
the retail industry, while Disney's customer-service orientation s considered a
world-class benchiark.

“The implied goal in most TQM efforts is to meet or exceed a competitor’s
benchmark. Alcoa’s former chairman Paul H. O'Neill charged all of the company’s
business units with closing the gap between Alcoa and its competitor’s benchmarks
by 80% within two years* In aluminum sheet for beverage cans, for example,
Japan's Kobe Steel, Lid, was the benchmark, and Wall Stret estimated that achiey.
ing O'Neills goal would increase Alcoa’s canings by one dollar per share. The
greatest leverage for change often s found in companies from unreated industrics,
however. For example, Alcoa might look to Nordstrom or Disney to get innovative
ideas about customer service. Understanding benchmarks from other industries
challenges an organization’s thinking about what is possible and promotes what is
eferred to as “out.of the-box thinking”

5. Rewarding accomplishment. In this final stage of TQM implementation, the orga
nization links rewards to improvements in quality. TQM does not monitor and
reward outcomes that are normally tracked by traditional reward systems, such
2s the number of units produced. Such measures do not necessarily reflect prod-
uct quality and can be difficult to replace because they are ingrained in the orga-
nization's traditional way of doing business. Rather, TQM rewards members for
“process-oriented” improvements, such 2s increased on-time delivery, gains in
customers’ perceived satisfaction with product performance, and reductions in
cyele time—the time it takes a product or service to be conceived, developed, pro-
duced, and sold. Rewards usualy are designed initially to promote finding solu-
tions 1o the organization’s key problems. The linkage between rewards and
process-oriented improvements reinforces the belief that continuous imprave-
ments, even small ones, are an important part of the new organizational culture
associated with TQM. According Lo  survey of 500 firms in four countries, con-
ducted by Emst and Young and the American Qualty Foundation, more than
half of the U.S. companies studied linked exccutive pay to improving quality and
achieving benchmarks.**

TQM has continued to evolve in most industralized countries. It is increasingly
associated with lean manufacturing and Six Sigma programs. Lean manufacturing derives
from the Toyota Production System (TPS) and secks to identify and eliminate wastes
and ineffciencies from production pracess. Six Sigma programs, although based on the
principles of TQM, attempt to drive out important sources of variation and achieve near
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perfection in the execution of critical processes in such large organizations as Samsung,
SGL Carbon, Motorola, Starwood Hotels, Ford, and Xeros.

Results of Total Quality Management TQM's emergence globally and the varia-
tions in_ how it is applied across organizations have made rigorous evaluation of
results difficult. A 1999 survey of the Fortune 1000 companies showed that about
75% have implemented some form of TQM** Furthermore, 87% of the companies
rated their TQM experience as cither positive or very positive, up from 76% in 1993
The research also found that TQM is often associated with the implementation of
other EI interventions. Finally, the study revealed that TQM was positively associated
with performance outcomes, such as productivity, customer service, product/service
quality, and profitability, as well as with human outcomes, such as employee satisfac-
tion and quality of work life. Other TQM studies have shown that as organizations
enact process improvements, they may need to make supporting changes in reward
systems and work design.**

‘The US. Commerce Department's National Institute of Standards and Technology
routinely tracks the stock performance of Baldrige Award winners compared to the
Standard & Poor's 500 index. On the one hand, the Baldrige winners outperformed
the S&P 500 significantly between 1994 and 1999. More recently, however, of the 16
award recipients between 1994 and 2003, only one has outperformed the S&P 500.
Another study of hospitals provided empirical support for the Baldrige framework
Significant relationships were identified between hospitals’ adherence to the Baldrige
Criteria and their performance in the areas of patient and customer satisfaction, staff
and work systems, and organization-specific results. However, the relationships
between hospital quality systems and financialimarket performance or health care out-
comes were not significant. The authors recommend more longitudinal rescarch
because of the likely time lags between implementation and manifestation of financial
or health outcomes.

One of the most rigorous longitudinal studies of the long-term outcomes of TQM
found that in contrast to @ matched control group, the 600 North American firms that
had first won a_ prominent quality award between 1983 and 1993 scored significantly
higher on operating income measures as well as on long-term stock performance.* A rep.
lication and extension of this study with over 700 European quality award winners found
similar long-term TQM effects® A study of Swedish quality award winners found that
they consistently outperformed their competitors on measures of sales and profiabilty

A balanced picture of TQM effects is provided by a study of 54 firms of different
sizes, both adopters and nonadopters of TQM. It found that TQM firms significantly
outperformed non-TQM firms. The source of the performance advantage was not the
tools and techniques of TQM, however, but the culture, empowerment, and commit-
ment that came from successful implementation. The study concluded that “these
tacit resources, and not TQM tools and techniques, drive TQM success,” and that
“organizations that acquire them can outperform compeitors with or without the
accompanying TQM ideology.”! A good example is Bocing's Airlift and Tanker pro-
gram, which won the Baldrige Award in 1998. Boing’s experience with TQM has sug-
gested that the biggest organizational gains have come through the integration of TQM
concepts with other business and strategic nitiatives. TQM has helped Boeing be a bet-
ter all-around company.

Application 13.2 describes how TQM is applied at the Ritz-Carlion Hotel Company.**
It shows how the company's culture, senior leadership, and empowered work practices
contribute to TQM success
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ot just to solve problems but to do something that
creates an absolutely wonderful stay for a guest,
such as surprising quests with champagne and
cake in their raom on their birthdays. Ritz Carlton
also works hard to avoid guest problems before
they occur. Employees who detect a potential
problem in service delivery are immediately
expected to bring it to management’s attention
and a solution is found. Eliminating internal
employee complaints can avoid extemal com-
plaints that might come from guests.

A key to Ritz-Carltor's TOM success s the con-
tinuous collection and analysis of data on service quak
ity and its comparison to predetermined customer
expectations. Assisted by the latest information tech-
nology, the company gathers information on such
quality measures as percentage of checkins with no
Queuing, time spent to achieve industry-best clean-
room appearance, time to senvice an occupied guest
room, and guest room preventive-maintenance
cycles. Data submitted from each of a hotel’s 720
work areas provide daily quaity production reports,
which enable rapid identfication of problems in
achieving qualty and customer-satisfaction goals.

RitzCartton's human resource practices are tied
closely to TQM. Selection, traning, and performance
appraisal are geared to talent acquisiion, develop-
ment, and retention. Only about 2% of the people
who apply for jobs are hired. A key criterion is how
well the applicant s ikely to fit the company's culture
including being a team member. Once on board,
new employees are versed on the corporate culture
through a two-day orientation, followed by extensive
onthejob taining, then job certfcation. To obtain
certfication, employees are assessed on their mas-
tery of skils associated with their particular job. They

also are tested on how wel they know the com-
pany's TQM phiosophy and credo, which can qualiy
them as “qualty engineers.” RitzCatton expects
100% compliance with skils testing, so that every-
one is certifid to do a partcular job and is & qualty
engineer as well. The company's perfomance
appraisal system is based on the Gold Standards
and employees are held responsible only for those
things under their control

Ritz-Cariton also has extended TQM to its sup-
pliers. To assure that suppliers can meet the firm’s
quantity and quality needs, it has developed a sup-
plier certification process, which measures how
often suppliers meet specifications on time and
how well they improve their cycle time from
order to delivery. The certfication process also
includes an interal audit of suppliers’ capabllites
and a quality survey of those who use their
products and services, including _purchasing
agents, accounting personnel, sales persons, and
hotel guests. RitzCalton ranks suppliers based
these data with the objective of getting them certi-
fied 1o become a fuly integrated partner.

The fundamental aim of RitzCariton's TOM pro-
cess is not simply 1o meet the expectations of
‘guests but o provide them with a visit that is unique,
memorable, and personal. According to independent
suveys, 92% to 97% of the guests leave with that
impression. Ritz-Carkion's experience and success
with TQM has spread worldwide to organizations in
a variety of industries and regions. Started in 2000,
its Leadership Center provides knowledge, informa-
tion and benchmarking to organizations interested in
learning many of the business practices that led to
Ritz-Carlton becoming a two-time recipient of the
Malcolm Baldrige National Quality Award.

13-2¢ High-Involvement Organizations

Over the past two decades, an increasing number of employee involvement projects have
been aimed at using high-involvement work practices to create high-involvement organi-
zations (HIOs). These interventions create organizational conditions that support high
levels of employee participation. What makes HIOs unique is the comprehensive nature
of their design process. Unlike paralll structures that do not alter the formal organiza-
tion or TQM interventions that tend to focus on particular processes, HIOs address
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almost all features of an organization’s design. Structure, work design, management pro-
cesses, physical layout, personnel policies, and reward systems are designed jointly by
‘management and workers to promote high levels of involvement and performance.

Features of High-Involvement Organizations High-involvement organizations are
designed with features congruent with one another. For example,in HIOs employees have
considerable influence over decisions. To support such a decentralized philosophy, mem:
bers receive extensive training in problem.solving techniques, plant operation, and organi
zational policis. In addition, both operational and issue-oriented information is shared
widely and is obiained easily by employees. Finall, rewards are tied closely to unit perfor
mance, as well as to knowledge and skilllevels. These different aspects of the organization
are mutually reinforcing and form  coherent pattern that contributes to employee involve:
ment. Table 13.2 presents a lst of compatible design clements characterizing HIOs,* and
‘most such organizations include several if not all of the following features:

+ Flat, lean organization structures contribute to involvement by pushing the sched-
uling, planning, and controlling functions typically performed by management and
Staff groups toward the shop floor. Similarly, mini-enterprise, team-based structures
that are oriented to a common purpose or outcome help focus employee participa-
tion on a shared objective. Participative structures, such as work councils and
union-management committees, create conditions in which workers can influence
the direction and palicies of the organization.

+ Job designs that provide employees with high levels of discretion, task variety, and
meaningful feedback can enhance involvement. They enable workers to influence
day-to-day workplace decisions and to receive intrinsic satisfaction by performing
work under enriched conditions. Self-managed teams encourage employee responsi-
bility by providing cross-training and job rotation, which give people a chance to
learn about the different functions contributing to organizational performance.

- Open information systems that are tied 10 jobs or work teams provide the neces-
sary information for employees to participate meaningfully in decision making,
‘Goals and standards of performance that are set participatively can provide employ-
ces with  sense of commitment and motivation for achieving those objectivs.

+ Carcer systems that provide different tracks for advancement and counseling to
help people choose appropriate paths can help employees plan and prepare for
long-term development in the organization. Open job posting, for example, makes
employees aware of jobs that can further their development.

+ Selection of employees for HIOs can be improved through a realistic job preview
providing information about what it will be like to work in such situations. Team
member involvement in a selection process oriented to potential and social skills of
recruits can facilitate a participative climate.

+ Training employees for the necessary knowledge and skill to participate effectively
in decision making s a heavy commitment in HIOs. This effort includes education
on the economic side of the enterprise, as wel as interpersonal skill development.
Peer training is emphasized as a valuable adjunct to formal, expert training.

+ Reward systems can contribute to EI when information about them is open and the
rewards are based on acquiring new skills, as well as on sharing gains from
improved performance. Similarly, participation is enhanced when people can choose
among different fringe benefits and when reward distinctions among people from
different hierarchical levels are minimized.

+ Personnel policies that are participatively set and encourage stability of employment
provide employees with a strong sense of commitment to the organization. People
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feel that the policies are reasonable and that the firm is committed to their long-
term development.

+ Physical layouts of organizations also can enhance EL Physical designs that support
team structures and reduce status differences among employees can reinforce the
egalitarian climate needed for employee participation. Safe and pleasant working
conditions provide a physical environment conducive to participation.

TABLE 132

Design Features for a Participation System

ORGANIZATIONAL STRUCTURE TRAINING

1. Flat 1. Heavy commitment
2. Lean 2. Peer training

3. Mintenterprise-oriented 3. Economic education
4. Team-based 4. Interpersonal skills
5. Particpative council or structure.

JOB DESIGN REWARD SYSTEM

1. Individually enriched Open

2. Selfmanaging teams Skilkbased

Gain sharing or ownership
Flexible benefits

Al salaried workforce
Egaltarian perquisites

INFORMATION SYSTEM PERSONNEL POLICIES

EE R

1. Open 1. Stabilty of employment
2. Inclusive 2. Participatively established through
3. Tied to jobs. representative group
4. Decentralized; team-based
5. Participatively set goals and
standards
CAREER SYSTEM PHYSICAL LAYOUT
1. Tracks and counseling available 1. Around organizational structure.
2. Open job posting 2. Egaitarian

3. Safe and pleasant

1. Realistic job preview
2. Team-based
3. Potential and process-skill oriented

‘SOURCE: Reproducad by permission of the publisher fiom Edward €. Lawler I, "Increasing
Worker Involvement to Enhance Organizational Effectivensss: Design Features for a Participation
System,” in Change in Organizatons, eds. P. 5. Goadman and assaciates (San Francisco: Jossey.

Bass, 1992, pp. 298-99.
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‘These HIO design features are mutually renforcing, “They allsend a message to people
in the organization that says they are important, respected, valued, capable of growing, and
trusted and that their understanding of and involvement in the total organization is desirable
and expected.”** Moreaver, these design components tend to motivate and focus organiza-
tional behavior in a strategic direction, and thus can lead to superior ffectiveness and
competitive advantage, particularly in contrast to more traditionally designed
organizations.

Application Factors At present, there is no universally accepted approach to imple-
menting the high-involvement features described here. The actual implementation
process often is specific to the situation, and little systematic rescarch has been
devoted to understanding the change process itself * Nevertheless, at least two dis-
tinet factors seem to characterize how HIOs are implemented. First, implementation
generall is guided by an explicit statement of values that members want the new
organization to support. Typically, such values as teamwork, equity, quality, and
empowerment guide the choice of specific design features. Values that are strongly
held and widely shared by organization members can provide the cnergy, commit-
ment, and direction needed to create HIOs. A second feature of the implementation
process s its participative nature. Managers and employees take active roles in choos.
ing and implementing the design features. They may be helped by OD practitioners,
but the locus of control for the change process resides clearly within the organization.
“This participative change process s congruent with the high-involvement design being
created. In essence, high-involvement design processes promote high-involvement
organizations.

Results of High-Involvement Organizations Extensive rescarch has been done on
the HIO intervention and the results generally support its positive effects. An early
study surveyed 98 HIOs and showed that about 75% of them perceived their perfor
mance relative to competitors as better than average on quality of work life, customer
service, productivity, quality, and grievance rates*” Analyses of company records
revealed that voluntary turnover was 2%, substantially below the national average;
return on investment was almost four times greater than industry averages; and return
on sales was more than five times greater. Recent studies have confirmed a positive
relationship between applications of high-involvement practices and various measures
of organizational effectiveness, including return on investment, turnover, job perfor-
mance, and work stress. " Research also has identified conditions that can influence
HIO outcomes. For example, in a study of 132 manufacturing firms, the strength of
the relationship between high-involvement practices and labor productivity varied
depending on the industry's capital intensity, R&D intensity, and growth."” Improving
high-involvement practices by one standard deviation in 2 high-capital-intensive
industry increased sales per employee by 1%, a nontrivial amount. In a study involving
17 industries in New Zealand, increased use of high-involvement practices was associ-
ated with enhanced employee well-being, as measured by job satisfaction, fatigue, and
job stress * The researchers warned, however, that these positive human effects might
not be realized if HIO interventions lead to work intensification with greater pressures
to work harder and longer.

Application 133 describes the implementation of a high-involvement organization
at Air Chemicals and Products” The case provides a good example of the broad
approach to EL Over time, power, information, knowledge and skil, and rewards were
all addressed in an effective organization development process
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13-1 Employee Involvement: What Is It?

Employee involvement is the current label used to describe a set of practices and
philosophies that started with the quality-of-worklife movement in the late 1950s. The
phrase “quality of work lfe” (QWL) was used to stress the prevailing poor quality of life
at the workplace.' As described in Chapter 1, both the term “QWL” and the meaning
attributed to it have undergone considerable change and development. More recently,
the term “engagement” has been popular, and a great deal of effort has been invested in
differentiating the term. “Engagement” refers to organization members wark experience.
Engaged employees are motivated, committed, and interested in their work* Engagement,
then, is the outcome of El interventions. In this section, we provide a working definition of
EL document the growth of EI practices in the United States and abroad, and clarify the
important and often misunderstood relationship between EI and productivity.

13-1a A Working Definition of Employee Involvement

Employee involvement secks to increase members input into decisions that affect organi-
zation performance and employee well-being It can be described in terms of four key
elements that promote worker involvement:*

1. Power. This element of El includes providing people with enough authority to make
work-related decisions covering various issues such as work methods, task assign-
ments, performance outcomes, customer service, and employee selection. The
amount of power afforded emplayees can vary enormously, from simply asking
them for input into decisions that managers subsequently make, to managers and
workers jointly making decisions, to employees making decisions themselves.

2. Information. Timely access to relevant information is vital to making effective deci-
sions. Organizations can promote EI by ensuring that the necessary information
flows freely to those with decision authority. This can include data about operating
results, business plans, competitive conditions, new technologies and work methods,
and ideas for organizational improvement.

3. Knowledge and skills. Employee involvement contributes to organizational effec-
tiveness only to the extent that employees have the requisite skills and knowledge
to make good decisions. Organizations can faciltate EI by providing training and
development programs for improving members’ knowledge and skill. Such learning
can cover an array of expertise having to do with performing tasks, making deci-
sions, solving problems, and understanding how the business operas.

4. Rewards. Because people generally do those things for which they are recognized,
rewards can have a powerful effect on getting people involved in the organization.
Meaningful opportunities for involvement can provide employees with internal
rewards, such as feelings of self-worth and accomplishment. External rewards, such
as pay and promotions, can reinforce EI when they are linked directly to perfor-
‘mance outcomes that result from participation in decision making. (Reward systems
are discussed more fully in Chapter 15)

Those four clements—power, information, knowledge and skills, and rewards—
contribute to EI success by determining how much emploee participation in decision
making is possible in organizations. To the extent that all four clements are made avail-
able throughout, and especially in the lower levels of, the organization, the greater the
employee involvement. Furthermore, because the four lements of EI are interdependent,
they must be changed together to obtain positive results. For example, if organization
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members are given more pover and authority to make decisions but do not have the
information or knowledge and skill to make good decisions, then the value of invalve-
ment is likely to be negligible. Similarly, increasing employees’ power, information, and
knowledge and skills but not linking rewards to the performance consequences of these
changes gives members little incentive to improve organizational performance. The EI
‘methods that will be described in this chapter vary in how much involvement s afforded
employees. Parallel structures, such as union-management cooperative efforts and qual-
ity circles, are limited in the degree that the four clements of EI are moved downward in
the organization. Total quality management and high-involvement organizations provide
far greater opportunities for involvement.

13-1b The Diffusion of Employee Involvement Practices
Employee involvement interventions are being used in organizations throughout the
world. In addition to firms in the United States, organizations are applying EI in West
European countries, including France, Germany, Denmark, Ireland, Sweden, Norway,
Holland, Ttay, and Great Britain* EI efforts are among the tremendous changes cur-
rently taking place in countries such as Russia, Bulgaria, the Philippines, and the People’s
Republic of China.* Organizations in Canada, Mexico, India, Australia, New Zealand,
Hong Kong, and Japan also are using EL Internationally, EI may be considered a set of
processes directed at changing the structure of the work situation within a particular
economic and cultural environment and under the influence of particular values and
philosophies. As a result, in some cases, EI has been promoted by unions; in others, by
‘management; and in stll others, by government. In some cases, it has been part of a
pragmatic approach to increasing productivity; in other cases, it has been driven by
socialist values

In a recent long-term study of EI applications, Lawler and his colleagues at the
Center for Effective Organizations at the University of Southern California surveyed the
Fortune 1000 and discovered positive trends in EI use among these firms, including both
a growing number of firms applying EI and a greater percentage of the workiorce
included in such programs.” Despite these positive trends, however, this research
revealed that the scope and depth of El interventions were relatively modest. El interven-
tions that involved more than 20% of the workforce fell a the lower end of the EI scale,
with low to moderate shifts in power, information, knowledge and skill, and rewards,
such as might be found in suggestion systems and survey feedback. Interventions that
included significant changes in these EI dimensions had more modest coverage, however,
and were applied to fewer than 20% of the workforce in Fortune 1000 firms. Thus,
although many large organizations are using EI practices, there s considerable room
for their diffusion across organizations and throughout the workforce.

13-1c How Employee Involvement Affects Productivity

An assumption underlying much of the EI literature s that such interventions wil lead
to higher productivity. Although this premise was initially based on anecdotal evidence
and a good deal of speculation, there is now a growing body of research findings to sup-
port that linkage.” Studies have found a consistent relationship between EI practices and
such measures s productivity, financial performance, customer satsfaction, labor hours,
and waste rates

Attemps to explain this positive linkage traditionlly have followed the idea that giving
people more involvement in work decisions raises their job satisfaction and, in turn, their
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productvity. There is growing evidence that this saisfaction-causes-productivty premise is
too simplistic and sometimes wrong.

A more realistic explanation for how EI interventions can affect productivity is
shown in Figure 13.1. EI practices, such as participation in workplace decisions, can
improve productivity in at least three ways." First, they can improve communication
and coordination among employees and organizational departments, and help integrate
the different jobs or departments that contribute to an overall task.

Second, EI interventions can improve employee motivation, particularly when they sat-
isfy important personal needs. Motivation s translated into improved performance when
peaple have the necessary skills and knowledge to perform well and when the technology
and work situation allow people to affect productivity. For example, some jobs are so rigidly
controlled and specified that individual motivation can have litle impact on productiviy.

‘Third, EI practices can improve the capabilities of employees, thus enabling them to
perform better. For example, attempts to increase employee participation in decision
‘making generally include skill raining in group problem solving and communication.

Figure 13.2 shows the secondary effects of EL These practices increase employee
well-being and satisfaction by providing a better work environment and a more fulfilling
job. Improved productivity also can increase satisfaction, particularly when it leads to
greater rewards. Increased employee satisfaction, deriving from EI interventions and
increased productivity, ultimately can have a still greater impact on productivity by
attracting talented emplayees to join and remain with the organization.

Recent research has identified an additional path for the performance effects of EI
interventions—organizational citizenship behavior (OCE)."" OCB involves a broad set
of discretionary work behaviors that sustain and enhance the functioning of the organi-
zation, such as helping coworkers, sharing tacit task knowledge, and going beyond the
call of duty to help customers. These behaviors are not prescribed by the organization
but occur voluntarily at employees’ discretion. There is growing evidence that EI prac-
tices promote OCB, and in turn, OB increases organization performance,

In sum, EI interventions can increase productivity by improving communication
and coardination, employee motivation, and individual capabilities. They also can

How Employee Invaivement Affects Productiviy
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106 Cooriaian
mavanet nproved Inpronsd
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SOURCE: Lawer & Ledlord, “Productivity and QWL National Productiviy Reviow 1, 1 (Winter
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influence productivity by means of the secondary effects of increased employee well-
being and satisfaction, and through employees” organizational citizenship behavior.
Although a growing body of EI and engagement research supports these relationships,
there is considerable debate over the strength of the association between EI and
productivity.”? Recent data support the conclusion that relatively modest levels of EI
produce moderate improvements in performance and satisfaction, and that higher levels
of EI produce correspondingly higher levels of performance.”

13-2 Employee Involvement Interventions

Described below are three major EI interventions that vary in the amounts of power,
information, knowledge and skills, and rewards that are moved downward through the
organization (from least to most involvement): parallel structures, including cooperative
union-management projects and quality circles; total quality management; and high-
involvement organizations.

13-2a Parallel Structures

Parallel structures involve employees in resolving il-defined, complex problems and
build adaptability into bureaucratic organizations" Also known as “collateral struc-
tares,” “dualstic structures,” or “shadow structures,”"* paralll structures operate in con-
junction with the formal organization. They provide members with an alternative setting
in which to address problems and to propose innovative solutions fiee from the existing,
formal organization structure and culture. For example, members may attend periodic
offsite meetings to explore new ways to improve quality in their work area or they
may be temporarily assigned to a special project or facility to devise new products or
solutions to organizational problems. Parallel structures facilitate problem solving and
change by providing time and resources for members to. think, talk, and act in
completely new ways. Consequently, norms and procedures for working in parallel
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structures tend to be different from those of the formal organization. This section
describes the application steps associated with the two most common paralll structures,
cooperative union-management projects and qualiy circles, and reviews the rescarch on
their effectiveness.

Application Stages Cooperative union-management projects and quality circe inter-
ventions fal at the lower end of the EI scale. Member partcipation and influence typically
are restricted to making proposals and to ofering suggestions for change because
subsequent decisions about implementing the proposals ar reserved for management. Mem-
bership in paralel sructures also tends to be limited, primariy to volunteers and to numbers
of employees for which there are adequate resources. Management heavily influences the
conditions under which parallel sructures operat. It controls the amount of authority that
members have in making recommendations, the amount of information that is shared with
them, the amount of training they receive to increase their knowledge and skil, and the
amount of monetary rewards for participation. Because paralel sructures offer limited
amounts of EI, they are most appropriate for organizations with little or no history of
employee participation, top-down management styles, and bureaucrati cultures

Cooperative union-management and qualty cirle programs typically are imple-
mented in the following steps'*

1. Define the purpose and scope. This frst step involves defining the purpose for the
parallel structure and initial expectations about how it will function. Organizational
diagnosis can help clarify which specific problems and issues to address, such as
productivity, absenteeism, or service quality. In addition, management training in
the use of parallel structures can include discussions about the commitment and
resources necessary to implement thems; the openness needed to examine organiza-
tional practices, operations, and policies; and the willingness to experiment and
learn.

2. Form a steering committee. Parallel structures typically use a stcering committee
composed of acknowledged leaders of the various functions and constituencies
within the formal organization. For example, in cooperative union-management
projects, the steering committee would include key representatives from manage-
ment, such as a president or chief operating officer, and each of the unions and
employee groups invalved in the project, such as local union presidents. This com-
miltee performs the following tasks:

- Refining the scope and purpose of the parallel structure

- Developing a vision for the effort

- Guiding the creation and implementation of the structure

- Establishing the linkage mechanisms between the parallel structure and the for-
mal organization

+ Creating problem-solving groups and actvities

- Ensuring senior management support.

OD practiioners can play an important role in forming the stcering commitiee
First, they can help to establish the team and to select appropriate members. Second,
they can assist in developing and maintaining group norms of leaming and innovation.
‘These norms set the tone for problem solving throughout the parallel structure. Third,
they can help the committce create a vision statement that refines the structure’s pur-
pose and promotes ownership of it. Fourth, they can help commiltee members develop
and specy objectives and strategies, organizational expectations and  required
resources, and potential rewards for participation in the parallel structure
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