The New Realities of Business Competition
· Why is business competition so different today?

A boundaryless economy and the globalization of business have brought new competitors with both new and different management styles and powerful competitive advantages into many markets;
Worldwide labour markets – Because work forces in different countries have different skills and wages;
Instantly linked information and communication
Agile new companies

Chapter 1: Changing the Assumptions – The New Logic Principles for Organizing

· Old Logic Principle: Organization is a secondary source of competitive advantage.
New Logic Principle: Organization can be the ultimate competitive advantage.

The new logic begins with the assumption that management systems, processes, and structures can be the keys to building a competitive advantage if they allow an organization to perform in a way that competitors cannot.
· Old Logic Principle: Bureaucracy is the most effective source of control.
New Logic Principle: Involvement is the most effective source of control.

The new logic calls for replacing bureaucratic controls with the following four components of effective employee involvement: (1) Information about business strategy, processes, quality, customer feedback, events, and business results; (2) Knowledge of the work, the business, and the total work system; (3) Power to act and make decisions about the work in all of its aspects; and (4) Rewards tied to business results, individual growth, capability, and contribution.
· Old Logic Principle: Top management technical experts should add most of the value.
New Logic Principle: All employees must add significant value.
· Old Logic Principle: Hierarchical processes are the key to organizational effectiveness.
New Logic Principle: Lateral processes are the key to organizational effectiveness.
Two problems though with this approach: First, individuals tend to compete with each other to move up the hierarchy;

· Old Logic Principle: Organizations should be designed around functions.
New Logic Principle: Organizations should be designed around products and customers. 
This ties directly to the idea of control coming from customers and the market, the importance of lateral processes, and the need for individuals at all levels to add significant value.
· Old Logic Principle: Effective managers are the key to organizational effectiveness.
New Logic Principle: Effective leadership is the key to organizational effectiveness.
Effective management means defining, evaluating, structuring, and coordinating the work of others. 

Effective leaders substitute for bureaucratic controls and structures. They provide a sense of mission, vision, direction and rationale. 
Chapter 2: Achieving High Performance – Turning Principles into Practice

Chapter 3: Business Strategy – Crating the Winning Formula

· The old way: Formal strategic planning. In the old logic, a large corporate staff of strategic planners and futurists was responsible for developing and communicating corporate strategy to the rest of the organization. These experts, who usually were not involved in producing the organization’s services or products, carefully studied them and their positions in the market. They then created one-year and long term strategic plans that were regularly updated with new numbers and new planning targets and objectives. Organizations found this approach costly, and most attempts to predict future in terms of long trends were faulty. 
Chapter 4: Corporate Architecture – Structuring for High Performance

· Basic design in old logic organizations – hierarchical arrangement of boxes connected with vertical lines; people grouped together by function; CEO is everyone’s ultimate customer; Supervisors` main role is to control and to direct the behavior of individuals below him or her and to please managers at higher levels. Staff support and service groups (e.g., finance, marketing) play key role because they’re asked to review proposals and reco’s  from individuals throughout the organization. They therefore tend to require veto power over what business managers can do. Corporate staff can be quite large. Multi-level wiring diagram.
· The overall structure of an organization that fits the new logic has few levels of management relative to its size. It is organized around the customer. It puts as many individuals as possible in direct contact with the customer. It groups individuals to operate laterally by making individuals or teams responsible for an entire product or customer service encounter; thus, groups are no longer formed primarily according to functional areas.
Chapter 5: Organization Design – Matching Organization to the Business

· The challenges in structuring an organization according to the new logic are clear: corporations need to be like small businesses in how they involve individuals in the success of the business, and they need to be large when there is an advantage in being large. In most cases, this can be done by using a business unit, network, front-back, or project approach to structure, because they all make business units they primary grouping.

· The front-back organization: serving internal and external markets. In front-back structure, one part of the organization (the back) is responsible for developing and delivering the products or services to organization. The other half (the front end) is responsible for delivering the products or services to particular customer groups. 
Chapter 6: Work Design – Moving Beyond the limits of Jobs to Work and Involvement

· In the new logical approach, jobs are obsolete, at least with respect to its traditional meaning of a fixed set of tasks that are assigned to individuals and recorded through a job description.

· Research evidence shows that lack of decision power eliminates the possibility of intrinsic motivation and the kind of involvement that is critical to the new logic. For employees to feel good about performing well and to be involved in their jobs, they need to be in control. In many cases giving individuals control means that supervisors give up substantial amounts of moment-to-moment control over how the work is done.
Chapter 8: Human Resources – Managing People in New Logic Corporations
Chapter 9: Reward System – Paying for Teamwork, Competencies and Performance

· Reward system practices in traditional organizations are very hierarchical. At the bottom level of organization, individuals are paid for the number of hours they work, have time cards, and are rarely paid for their performance. At the top, managers are paid at lest to a certain degree, for the performance of the firm; receive extensive benefits and perks and are rewarded with compensation that reinforces their hierarchical position. Traditional pay systems are too rigid, too seniority driven, too individually oriented, too expensive and too secret...
· The challenge for high-performance organizations is to design reward systems that both attract and develop the right individuals and motivate the right performance. Reward systems must be able to motivate effective team performance and motivate individuals to develop the kind of skills that support key organizational capabilities and competencies. As a rule, reward systems can accomplish these objectives if they: focus on an individual’s skills and competencies (rather than his or her job); are tied to the organization’s performance in ways that support its strategy and structure; and support the organization’s architecture.  
· Pay for performance: creating a motivator.
· Connecting rewards and desired behaviors.
Chapter 10: Communication and Measurement

· Consistently communicating goals, plans and performance results.

· The new logic starts from an entirely different premise. It argues that for individuals to be full participants in the organization and to add significant value they need to understand all its operations, including the financial ones.

· Knowing the score all the time.
Chapter 12: Beyond the Corporation – The impact of the New Logic On Society
· High performance organizations need clear, mutually beneficial relationships that look something like this: IF YOU develop the skills we need, apply them in ways that help the company to succeed, and behave consistently with our values, WE`LL provide a challenging work environment, support for your development and rewards for your contribution and YOU`LL BE PART OF a high performance organization.
· A good manager is likely someone who will have spent four or five years in each of several functions and who is capable of performing an important integrative role as a member of a product development team or a task force. That manager’s may look like a T – that is, deep in one area, but broad in knowledge of a number of functions. 
HIHE PERFORMING ORGANISATION BRIEF THEORY BACKGROUND

PRINCIPLE BASED MANAGEMENT

EMPOWEMENT AND HIGH INVOLVEMENT

OPEN COMMUNICATION AND FEEDBACK

FOCUS ON RESULTS

CUSTOMER FOCUS

A LEARNING CLIMATE

SELF-DEVELOPMENT OPPORTUNITIES

“All organizations perfectly deliver the results the design permits!”

To get better results you need to improve the design of the organization.

If you change the design be careful not to disturb what’s working very well now.

THE ORGANISATION PERFORMANCE MODEL
There are many approaches to assessment and design. The described model that has been used successfully in a number of settings – the Organisation Performance (OP) Model. This is a framework for keeping in perspective five key variables which impact on organizational performance. This is especially useful when one is attempting to understand why the organization’s results are what they are (and not better) and to plan changes that will lead to improved results. 


Organisation Performance Model

THE ROLE OF ASSESSMENT AND DESIGN

The first step in designing organizations is to engage in a strategic planning, e.g. exercising strategic choices around what the organization will aim for in the future. You will recall this requires the leadership to balance its own needs and values with those of the business and organization.
 A good place to begin is to define the Purpose of the organization by asking such questions as:
i. What is our reason for being?

ii. What business are we in?

iii. How do we choose to complete in our businesses?

iv. What are our basic technologies?

As Peter Drucker has said the answers to these questions are never obvious. If you have any doubts about this try the following experiment the next time you have your management group together. Ask each person to give a one-sentence answer to each question above. Start with the first question and go around the table, with each person giving an answer. Then move on to question 2 and so forth. It is unusual to find a group that can get beyond the first question without some significant disagreements emerging!
Such an experiment was conducted once with one of our purchasing departments. When asked to define the department’s purpose one manager said matter-of-factly “well that’s simple. We are here to purchase materials at the lowest possible price”. Almost immediately there was dissension in the ranks. Said a colleague “Wait a minute! We can’t just buy anything that’s cheap. The materials have to be good and reliable quality. We have to purchase on optimum value, not just the lowest price”. Added another “What about our customers? I have always felt that our primary purpose was to help them meet their volume and profit targets”. After a lengthy discussion, the group was able to write a clear, bur comprehensive statement of purpose that had a deeply unifying effect on the whole department. 
As individuals, we also take time to get a personal sense of mission or vision of the future. Personal Mission statements supplement organization statements by identifying:

i. What our distinctive competencies are.
ii. What our unique contribution is.

iii. How what we want for our lives can be expressed in our work.

iv. What we personally want to bring about during our period of stewardship in a particular role or as the Leader of a part of the organisation. 
Personal mission statements, if honestly identified, are a great driving force for individual achievement. Indeed, it is said that nothing we say or do is at variance with what we are fundamentally committed to (weather this is conscious or not).

The trouble is, in organisations, we are often taught to suppress them and pretend we are aligned with the publicly stated values of organisation. When this happens, people often see a difference between what we communicate through what we say and what we communicate through what we do.
Now, while this is a pity for any individual when leaders exhibit this duality, it can have a most debilitating effect on the other organisation members.
This occurs when the memberships perceive a difference between the Apparent or Published Business Direction and the Real or underlying Direction which is driving leaders to act (their own future in the company perhaps?)

For any organisation to function effectively the dilemma must be addressed and resolved, and this is not easy because to admit to what is really driving us may be to lose and/ or be unfavourably compared with those who publicly proclaim the accepted values and norms. 
Some organisations also go a step further by identifying core values and principles. These core values are the deeper elements of culture. These principles become a “code of ethics” that spells out how the new operation will really operate. By consciously examining these core values and their relevance to the business situation, an organisation can do much to position itself for improved performance. These statements. when managed effectively, become a new “corporate conscience” inviting employees to behave in new ways to support the purpose. Once people recognise these values “are for all”, they progress even faster toward the desired cultural attributes.

The renewal of the Company Statement of Purpose, the reconfirmation of P&G`s rich heritage and values as well as a look forward to principles is such an attempt.

There is of course a watch-out in doing this kind of work which is operating principles and core values need not just be formulated and published, but adhered to, particularly by the Leadership. 
If this does not happen, then the membership will feel they have been conned and the frustration previously experienced will be intensified with feelings of resentment and betrayal, which well make the situation and morale worse than if such an exercise had not been attempted.
With this basic framework of purpose, core values and principles in mind, the organisation can define its, OGSM.

Once completed, the Business Direction should be an “agreement” between the organisation and the environment that ensures the goods and services delivered will be valued. This is basic for the ultimate survival of system. Some helpful questions to be answered as a final check of the strategy are:

a) Who are our customers?
b) What is our solution to their needs?

c) Is our output fit for use by the customer?

d) What is our contract (explicit or implicit) with the customer?

From the leadership point of view, there is both an external and internal dimension to these questions. 
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