
Why MBO Fails So 
Management by objectives has been used 
by so many with such little success. A 

literature review reveals that lack of participation and ineffec-
tive feedback can doom well-planned MBO programs every 
time 

Often 

By JOSEPH W. LEONARD 

B O is pe rhaps potentially 
the mos t powerful tool of 

U managing tha t has so far 

been put into practice."1 Perhaps. Research 

shows, however that that potential has not 

been realized and, further, that M B O fails 
more often than it succeeds. Although the 
M B O process has been used by nearly half 

t he Fortune-5Q0 f irms, s o m e investiga-

tion shows only a 20 to 25 percent rate of 

success. Based on a 1978 study, "evidence 

is moun t ing to the effect that M B O has 
more clear failures than successes.2 M B O 
has unders tandably at t racted repeated 

negative cri t icism. 

Cent ra l to all M B O programs are clear 

communica t ion be tween superiors and 

subordina tes and accurate m e a s u r e m e n t 

of results against plans. Poor communica-
tion is pe rhaps the pr imary reason that 
many M B O implementat ions fail. Specific 

research clearly points out the paramount 

impor tance of communica t ion as t he key-

factor in de te rmin ing MBO's success or 

failure. 

Integration 
T h e prevalent managerial style found in 

mos t successful M B O systems is par-
ticipative. Although the M B O process can 

b e des igned to work in a variety of 
m a n a g e m e n t sys tems, it t ends to work 
best when there is "active involvement and 
meaningful part icipat ion at all levels."3 

Liker ts linking pin concept supports the 

organizational structure and clearly defines 

who reports to w h o m . Each subunit in the 

organization is linked with all others . T h e 
subunits are responsible to the next higher 
level for their pe r fo rmance . T h e M B O 

sys tem mus t work in an organization 

w h e r e dut ies and func t ions are def ined 
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clear ly and areas of r e spons ib i l i t y 
specifically established. Yet because many 

organizations are not dominated or con-

trolled by "System 4" style managers, 

M B O often fails. 

Active feedback 
Proper feedback means each manager 

receives the type of information, in the 

right form and at the right frequency, that 

he or she needs to carry out job respon-

sibi l i t ies and accoun tab i l i t i e s . T h e 
manager should not be deluged with infor-
mat ion but receive only that which is 

necessary. Unless the information is plac-

ed in the hands of decision makers who 

use the information to assess their deci-

sions, feedback is useless. It mus t help 

managers take needed corrective action. 
Evidence shows that feedback can im-

prove subordinates ' pe r fo rmance on the 

job. Frequent ly it's a key de terminate of 

M B O success. Studies indicate that vir-

tually all the relationships be tween feed-

back frequency and the success criteria 
variables were positive. " . . . It therefore 
seems desirable for those managers who 

use the M B O approach to schedule and 

carry out f requent per formance review 

sessions with each subord ina te . . . . Most 

managers in M B O programs are probably 

not conduct ing enough review sessions, 
and an effort should be made to determine 

w h y . . . ."4 All too often feedback is limited 

and so, too, the sucess of M B O programs. 

T h e r e is absolutely no reason for writing 

objectives unless they are translated into 
continuing action through step-by-step ac-
tion plans. And managers mus t control 
and monitor per formance to keep inform-

ed cont inuously as to how well their ob-

jectives and plans are being achieved. 

O n c e objectives and plans have been 

established and approved, they can t be fil-
ed away and forgotten. Cont inuous feed-
back is a prerequisite to making the M B O 

process work. Face- to-face c o m m u n i c a -
tion provides the mos t effective feedback . 

Feedback should b e measurab le and of-

fered in relation to a goal; self- as well as 

superior-administered; expressed positive-

ly instead of negatively; ongoing so that 

pe r fo rmance remains high; and des igned 
to measure all aspec ts of t he job. M B O re-

quires managers to recognize tha t their 

p r i m a r y r e s p o n s i b l i t y is to r e m o v e 

obstacles . 

Effect ive f e e d b a c k should measu re 

specifically and accurately w h a t it is in-
t ended to measure . It should incorpora te 

the best features of responsibility account-

ing, in which t h e right t y p e of data is pro-

vided to t he right manager responsib le for 

decision making. In format ion should be 

simple and presented so that t rouble spots 

are quickly identifiable. Speed is important 
so a manager can take correct ive action 

before addit ional loss occurs , and while 

viable al ternatives exist . Close ly tailor 

f eedback to ensu re t h e accura te measu re 

of critical cost and revenue factors . F e e d -
back should serve a dual role for decis ion 
making: it's a guide w h e n the decis ion is 

m a d e and a later control w h e n subor-

dinates pu r sue the goal. Formula ted with 

the c o m p l e t e par t ic ipat ion of all manage-

m e n t levels, f e e d b a c k allows the full con-
sideration of wha t each manager n e e d s to 
direct and measure properly his or her own 
operat ions . 

It should be obvious tha t t he f e e d b a c k 

report itself is no t t h e sought-af ter e n d . 

Rather, t he repor t should b e impe tus for 

corrective action, keeping the organization 
on target. T h r o u g h f eedback , managers 
may see necessary revisions in objectives, 

plans, or budgets—revis ions tha t m a k e 

t hem realistic. 

T h e more mot ivated and ach ievement -

or iented a manager is, t he m o r e h e or she 
demands feedback on actual performance. 
A manager continually wants to know how : 
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well subordinates are achieving the objec-
tives. M B O n e e d s r e in fo rcement pro-

grams of letters, group meet ings, and calls 

that s t ress t h e impor t ance of M B O and 

thank supervisors for their par t ic ipat ion. 

Frequent ly this follow-up does no t occur 
and M B O fails. Ideally, all phases of M B O 
should b e object ives o r ien ted , have a 

problem-solving focus, and be conduc ted 

wi th e f f e c t i v e c o m m u n i c a t i o n a n d 

feedback . 

Friendliness and honesty 
Successfu l M B O processes have dis-

cernable stages. Firs t , t he manager has to 

write down t h e p e r f o r m a n c e object ives , 

and secondly, d iscuss t h e m with t he 
superior. T h e superior t h e n periodically 

reviews t h e progress wi th t he manager. 
Finally, t he subordina te makes a repor t of 

accompl i shmen t s and , wi th t h e superior, 

discusses fu tu re object ives . In each of 

these areas, c o m m u n i c a t i o n is t he key to 
success. A c o m m u n i c a t i o n breakdown 
anywhere could cause M B O to fall apar t . 

M a n a g e m e n t by object ives requires 

friendly, helpful super iors ; hones t and 

mature subord ina tes ; a c l imate of high 

mutual t rust ; and effect ive c o m m u n i c a -

tion. But o f ten the manager canno t c o m -
municate well with individuals and groups 
whose pe rcep t ions of work may differ. 
M B O places a p r e m i u m on data p repared 

under t he b e s t pr inciples of en l igh tened 

responsibility account ing—the right data, 

at the right t ime, at the right place, for t he 
right manager. Wi th in-depth delegat ion 
and the p rope r data , decis ions can be 
m a d e at t he lowest poss ib l e ' level and 

nearest t he po in t of act ion, w h e n it's tak-

ing place. F u r t h e r m o r e , communica t i on 

channels m u s t be open to ensure a f ree 

flow of information upward and downward 

in t he organizat ion. T h e role of c o m -
municat ion as a catalvst is critical. 
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