Why MBO FailsSo

Often

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

By JOSEPH W.LEONARD

BO is perhaps potentially
the most powerful tool of
U managing that has so far
been put into practice."* Perhaps. Research
shows, however that that potential has not
been realized and, further, that MBO fails
more often than it succeeds. Although the
M B O process has been used by nearly half
the Fortune-5Q0 firms, some investiga-
tion shows only a 20 to 25 percent rate of
success. Based on a 1978 study, "evidence
is mounting to the effect that MBO has
more clear failuresthan successes.? MBO
has understandably attracted repeated
negative criticism.

Central to al MBO programs are clear
communication between superiors and
subordinates and accurate measurement
of results against plans. Poor communica-
tion is perhaps the primary reason that
many M B O implementations fail. Specific
research clearly points out the paramount
importance of communication as the key-
factor in determining MBO's success or
failure.

Integration
The prevalent managerial style found in
most successful MBO systems is par-
ticipative. Although the MB O process can
be designed to work in a variety of
management systems, it tends to work
best when there is "active involvement and
meaningful participation at al levels."
Likerts linking pin concept supports the
organizational structure and clearly defines
who reports to whom. Each subunit in the
organization is linked with all others. The
subunits are responsible to the next higher
level for their performance. The MBO
system must work in an organization
where duties and functions are defined
is an assistant
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clearly and areas of responsibility
specifically established. Yet because many
organizations are not dominated or con-
trolled by "System 4" style managers,
MBO 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-
sibilities and accountabilities. The
manager should not be deluged with infor-
mation 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 must help
managers take needed corrective action.

Evidence shows that feedback can im-
prove subordinates' performance on the
job. Frequently it's a key determinate of
MBO success. Studies indicate that vir-
tually all the relationships between feed-
back frequency and the success criteria
variables were positive. "... It therefore
seems desirable for those managers who
use the MBO approach to schedule and
carry out frequent performance review
sessions with each subordinate.. . . Most
managers in MBO programs are probably
not conducting enough review sessions,
and an effort should be made to determine
why.. . "All too often feedback is limited
and so, too, the sucess of MBO programs.

There isabsolutely no reason for writing
objectives unless they are translated into
continuing action through step-by-step ac-
tion plans. And managers must control
and monitor performance to keep inform-
ed continuously as to how well their ob-
jectives and plans are being achieved.

Once objectives and plans have been
established and approved, they cant be fil-
ed away and forgotten. Continuous feed-
back isaprerequisite to making the MBO

process work. Face-to-face communica-
tion provides the most effective feedback.
Feedback should be measurable and of-
fered in relation to a goal; self- as well as
superior-administered; expressed positive-
ly instead of negatively; ongoing so that
performance remains high; and designed
to measure al aspects of thejob. MBO re-
quires managers to recognize that their
primary responsiblity remove
obstacles.

Effective feedback should measure
specifically and accurately what it is in-
tended to measure. It should incorporate
the best features of responsibility account-
ing, in which the right type of data is pro-
vided to the right manager responsible for
decision making. Information should be
simple and presented so that trouble spots
are quickly identifiable. Speed isimportant
S0 a manager can take corrective action
before additional loss occurs, and while
viable alternatives exist. Closely tailor
feedback to ensure the accurate measure
of critical cost and revenue factors. Feed-
back should serve a dual role for decision
making: it's aguide when the decision is
made and a later control when subor-

is to

dinates pursue the goal. Formulated with
the complete participation of al manage-
ment levels, feedback allows the full con-
sideration of what each manager needs to
direct and measure properly his or her own
operations.

It should be obvious that the feedback
report itself is not the sought-after end.
Rather, the report should be impetus for
corrective action, keeping the organization
on target. Through feedback, managers
may see necessary revisions in objectives,
plans, or budgets—revisions that make
them realistic.

The more motivated and achievement-
oriented a manager is, the more he or she
demands feedback on actual performance.
A manager continually wants to know how
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well subordinates are achieving the objec-
tivess. MBO needs reinforcement pro-
grams of letters, group meetings, and calls
that stress the importance of MBO and
thank supervisors for their participation.
Frequently this follow-up does not occur
and M B O fails. Ideally, al phases of MBO
should be objectives oriented, have a
problem-solving focus, and be conducted
with effective communication and
feedback.

Friendliness and honesty
Successful MBO processes have dis-
cernable stages. First, the manager has to
write down the performance objectives,
and secondly, discuss them with the
superior. The superior then periodically
reviews the progress with the manager.
Finally, the subordinate makes areport of
accomplishments and, with the superior,
discusses future objectives. In each of
these areas, communication is the key to
success. A communication breakdown
anywhere could cause M BO to fall apart.
Management by objectives requires
friendly, helpful superiors; honest and
mature subordinates; a climate of high
mutual trust; and effective communica-
tion. But often the manager cannot com-
municate well with individuals and groups
whose perceptions of work may differ.
MBO places apremium on data prepared
under the best principles of enlightened
responsibility accounting—the right data,
at the right time, at the right place, for the
right manager. With in-depth delegation
and the proper data, decisions can be
made at the lowest possible'level and
nearest the point of action, when it's tak-
ing place. Furthermore, communication
channels must be open to ensure a free
flow of information upward and downward
in the organization. The role of com-
munication as a catalvst is critical.

Training and Development Journal, June 1986

Refer ences

1. Koontz, H. (1977). Making MBO effec-
tive. California Management Review,
20(1), 5-13.

2. Muczyk, J.P. (1979). Dynamics and
hazards of MBO application. Personnel
Administrator, 24(5), 51-61.

3. Raia, A.P. (1974). Management by objec-
tives. Glenview, 111: Scott, Foresman.

4. Carroll, SJ, J. & Tosi, H.L., J. (1973).
Management by objectives: Applications
and research. New York: MacMillan.

Bibliography

Albrecht, K. (1978). Successful management
by objectives: An action manual. Englewood
Cliffs, NJ: Prentice-Hall.

Beam, H.H. (1979). Bringing MBO back to
basics. Supervisory Mangement, 24(1),
25-30.

Carroll, SJ., Jr. & Tosi, H.L., J. (1970).
Goal characteristics and personality fac-
tors in a management by objectives pro-
gram. Administrative Science Quarterly, 15,
295-305.

Carroll, SJ., J. & Toshi, H.L., J. (1973).
Management by objectives: Applications and
research. New York: MacMillan.

DeFee, D.T. (1977). Management by objec-
tives: When and how does it work? Person-
nel Journal, 56(1), 37-42.

Drucker, P.F. (1954). Thepractice of manage-
ment. New York: Harper.

Ford, C.H. (1979). MBO: An idea whose
time has gone? BusinessHorizons, 22(6),
48-55.

Greenwood, R.G. (1981). Management by
objectives: As developed by Peter
Drucker. assisted by Harold Smiddy.
Academy of Management Review, 6,
225-230.

lvancevich, J.M. (1974). Changes in perfor-
mance in management by objectives pro-
gram. Administrative Science Quarterly, 19,
563-574.

Kondrasuk, J.N. (1981). Studies in MBO ef-
fectiveness. Academy of Management
Review, 6, 419-430.

Koontz, H. (1977). Making MBO effective.
California Management Review, 20(1), 5-13.

Labovitz, G.A. (1979). Managing for pro-
ductivity. Supervisory Management, 24( 10),
29-32. '

McConkey, D.D. (1970). How to manage by
results. New York: ADACOM.

McGregor, D. (1957). An uneasy look at
performance appraisal. Harvard Business
Review, 35(1), 89-94.

Migliore, R.H. (1977). MBO: Blue collar to
top executive. Washington: BNA.

Muczyk, J.P. (1979). Dynamics and hazards
of MBO application. Personnel Ad-
ministrator, 24(5), 51-61.

Odiorne, G.S. (1965). Management by objec-
tives. New York: Pitman.

Odiorne, G.S (1978). MBO: A backward
glance. BusinessHorizons, 21(5), 14-24.

Pack, R.J., & Vicars, W.M. (1979).
MBO—Today and tomorrow. Personnel,
56(3), 68-77'.

Pipin, J.P., & Fitch, H.G. (1977). Par-
ticipative management by objectives
(PMBO). Management International Review,
17(4), 68-75.

Raia, A.P. (1974). Management by objectives.
Glenview, IL: Scott, Foresman.

Schleh, E.C. (1961). Management by results.
New York: McGraw-Hill.

Schuster, F.S., & Kindall, A.F. (1974).
Management by objectives: Where we
stand—A survey of the Fortune 500.
Human Resources Management, 13(1), 8-11.

39



