Management must nix archaic models

Economic growth
depends on innovative
ways to run companies.

Ignoring employees’
worth is risky move.

By Pujan Roka

Economic policies and gov-
ernment interventions can
no longer sustain or grow the
economy, argue leading man-
agement experts who see the
practice of management — the
discipline of managing human
capabilities and productivity —
as the bottleneck for the new
economy everyone is yearn-
ing for.

Julian Birkinshaw, a profes-
sor of management at the Lon-
don Business School, argues
that the current economic cri-
sis is also a failure of manage-
ment.

In his book “Reinventing
Management,” Birkinshaw
blames ill-designed and badly
executed management models
for the struggling economy.

Gary Hamel, a leading man-
agement thinker, explains the
limitations of management in
his book “The Future of Man-
agement.”

When the corporate world in-
stitutionalized management
more than a century ago, it was
based on two main ideas: princi-
ples of scientific management in-
troduced in 1911 by American en-
gineer Frederick W. Taylor, and
concepts of bureaucracy and di-
vision of labor introduced in the
late 19th century by German so-
ciologist Max Weber.

Taylor’s scientific methods
were designed for factories and

Some business leaders have real-
ized the need for“management
innovation,” Pujan Roka explains.

industrial outputs. Weber was
influenced by the socialist ide-
ologies of his time. Hamel says
their ideas are not quite appli-
cable in the Information Age.

Business schools have been
criticized for not reforming
their curriculum that is based
mostly on century-old princi-
ples. Many critics say too much
emphasis on the topics of prof-
it-making has led to no or little
consideration for the topics of
trust and social values.

Business educators agree
with this criticism.

Nitin Nohria, the dean of
| the Harvard Business School,

said in a 2008 article in Har-
| vard Business Review, “Man-
agers have lost legitimacy over
the past decade in the face of a
widespread institutional break-
down of trust.”

In 2008, the Harvard Busi-
ness School established the
MBA Oath — a pledge of integri-
ty taken by graduating business
students.

This oath is similar to the
| oaths of integrity taken by doc-
| tors and attorneys before start-
| ing their respective profes-
| sions.

* Many leading business
schools, such as MIT’s Sloan
School of Management and the

| University of Chicago’s Booth
| School of Business, have em-

| a world that is now more con-

| whether they were OK with tak-

braced the MBA Oath. ‘
A handful of business lead- |
ers have also acknowledged
the need for what experts call
“management innovation” —
re-engineering the practice
of management to align with

nected, informed and democ-
ratized.

They are experimenting with
different management models.

Hindustan Computer Limited
of India has come up with the
philosophy of “employees first,
customers second,” which is |
also the title of the book by its |
CEO, Vineet Nair. The compa-
ny philosophy has been credit- |
ed for transforming Hindustan |
Computer Limited into a $2 bil- |
lion business.

You cannot serve customers
and grow your business-unless
you focus on your own people,
Nair said.

Google allows its employ-
ees to spend 20 percent of their
paid time in projects of their
personal choice. Many success-
tul products like AdSense and
Orkut have resulted from this
program.

In 2002, SAS CEO Jim Good-
night asked his employees

ing the company public. Eighty-
seven percent of the employees
said “no.”

Goodnight listened, placing
faith on his organization that
has produced a steady increase
of revenue year after year.

Management experts refer to
companies such as HCL, Google |
and SAS as “management inno-
vators.”

One of the new models of
management is to use collective
wisdom over hierarchical deci- |
sion-making, writes Birkinshaw |
in his book. He cautions the '

shortfall of traditional business
“alignments” such as manage-

| ment by objectives, key perfor-
| mance indicators and strategic
| planning. He argues that align-

ments emphasize short-term
gains but obscure long-term vi-
sions.

Gary Hamel asserts that most

| organizations “exploit no more
than a fraction of their employ-

ees’ imagination” and recom-
mends turning ordinary em-
ployees into extraordinary in-
novators by tapping into their
creativity.

Hamel envisions the future of

| management as a discipline of

managing human creativity and
passion.

Passion can be instilled in or-
ganizations by creating mean-
ing and purpose that transcend

| financial goals, insist Raj Siso-

dia, David Wolfe and Jag Sheth

| in their book “Firms of Endear-
| ment.”

They studied long-term per-
formance of companies that are
“delivering emotional, experi-
ential and social values and not
just profits.”

These companies, which
they called “firms of endear-
ment,” returned an average of
1,026 percent for their inves-
tors over a 10-year period end-

| ing in 2006 compared to 122

percent for the S&P as a whole.
Many believe technologi-
cal innovation can recover the
economy. While this is true, we
must also pay attention to its
enabler — the practice of man-
agement.
This is why management in-
novation is important for eco-
nomic growth.
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