


ORDSTROM'S IS THRIVING at a time

Nwhen many department stores have

closed their doors. Southwest Air-

lines is operating in the black and winning

customer-satisfaction awards, while other ma-

jor carriers have sustained huge losses and
even declared bankruptcy.

Nordstrom's and Southwest have some-
thing in common with other successful com-
panies: They have relied for strategic advan-
tage on their ways of organizing work and
managing people.

A new vision of what constitutes an effec-
tive workplace has emerged from the experi-
ences of best-practice companies and plants,
which are often called high-performance
workplaces. But for most companies, the goal
of high performance—sustained over time—
has proved elusive. If you are confused about
what a high-performance workplace is, you
are not alone. Despite the growing use of the
term, a clear set of components or practices
has not yet been validated by research.

The driving forces for change are increas-
ing in the 1990s. Managers and training and
development practitioners can learn from past
successes and failures about the dynamics of
workplaces that have achieved high perfor-
mance, and about the successful roads they
took.

Along with the results of recent studies, the
experiences of best-practice companies can
help point the way to high performance.

Discussions of high-performance work-
places often focus on self-managing teams,
quality circles, flatter organizational structures,
new flexible technologies, innovative com-
pensation schemes, increased training, and
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continuous improvement. A variety of ap-
proaches has been used to achieve high per-
formance. Effectively managing people is a
key to al of them.

Companies that exhibit high performance
use al their resources—human, material, and
technological—to achieve and sustain com-
petitive advantage. A systems approach is key.
High performance emerges out of the links
among how work is organized, how people
are managed, how technology is used, and
how all of these are linked to an organiza-
tion's competitive strategy and culture.

The context for high-performance
work in organizations

The early 1990s were a period of unprece-
dented financial and organizational restructur-
ing in companies. Takeovers and buy-outs
transformed the control and ownership of
many firms. And restructuring transformed the
product focus and the way work is organized
in many companies.

Surveys conducted by the Wyatt Company
of more than 500 large companies indicate
that three-fourths of the responding compa-
nies downsized in 1992, and nearly as many
reorganized. One-fourth divested, merged, or
been acquired.

Restructuring in the 1990s has been driven
by demands for greater value for shareholders
and by increasing competition in the global
marketplace.

Because of increased global competition
during the 1980s, customers were already de-
manding high-quality products and services
that were customized, convenient, timely, and
delivered with speed at the right price. As the
number of competitors continued to increase,
producers who wanted to remain competitive
had to react ever more quickly to changes in
demand. By the early 1990s, companies were
rethinking virtually eveiy aspect of their ways
of doing work, in an effort to achieve the flex-
ibility they needed if they were to remain
competitive.

Meanwhile, as Peter Capelli (co-director of
the National Center on the Educational Quali-
ty of the Workforce) notes, advances in tech-
nology and developments within companies
were hastening the pace of change. New man-
agement-information systems could track per-
formance results and make them available to
frontlineworkers, reducing the need for direct
supervision and making it possible to elimi-



nate fayers of middle management.

Some companies have responded to suc-
cessful experiences with quality-management
programs by promoting employee involve-
ment and teamwork as strategies for problem
solving. Those strategies, of course, further re-
duce the need for management. Advances in
information systems have increased the speed
of customer feedback, creating pressure for
companies o innovate in response to chang-
ing customer needs. '

Fundamental assumptions about organiza-
tional performance have also changed. As-
sumptions that went unchallenged for
decades—that bigger is better, and that
growth is natural and desirable—have been
turned on their heads, In the 1990s, smaller is
better. Downsizing is natural and desirable.

The rapid diffusion of the idea that suc-
cessful firms have core competencies that dif-
ferentiate them from their competitors and
drive their competitiveness has fueled restruc-
turing. Companies are now outsourcing tasks
and functions that they don't view as central
to their core competencies.

Companies have responded to pressures
lor change by cutting fixed costs and by intro-
ducing new ways of organizing work and
managing people.

Some efforts have focused on rethinking
the tasks that organizations need to perform in
order to produce goods and services. Compa-
nies have reengineered their work processes
to eliminate steps that do not add value. They
have improved value by improving quality, in-
novating in response to changing customer
preferences, and reducing the lag time be-
tween identifying customer needs and getting
products out the door,

Research reports turn up some
common themes

Through their organization of work and their
management of people, high-performance
companies are achieving results—including
flexibility, innovation, quality, productivity,
customer satisfaction, increased market share,
and higher profits. New research provides sys-
tematic evidence that adoepting high-perfor-
mance practices can dramatically improve an
organization's performance.

The findings come from cross-industry sur-
veys and from industry-specific stu
clude both surveys and detailed case .

Results from some of these studies were
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presented at a conference on " What Works at

Work: Human Resource Policies and Organi-
zational Performance,"” sponsored early this
year by the National Center for the Work-
place, the Sloan Human Resources Network,
and the Sloan Foundation in Washington, D.C.
Taken together, the findings from the stud-
ies suggest the following:
I  New, flexible forms of work organization,
combined with HR management systems, can
have big effectson productivity and quality.
» Systems of complementary and reinforcing
work practices and human resource practices
lead to improved performance.

I Marginal changes in individual policies or
practices have little or no effect on perfor-
mance—unless they are accompanied by
changes in other practices.
I A system of high-performance practices is
most effective when it is linked with a com-
petitive strategy and culture.
I There is no single set of practices that
makes up a high-performance work system.
Let's discuss those findings in more detail.
New, flexible forms of work organization—
such as self-managing teams, flexible job de-
sign, and job rotation—can have big effectson
productivity and quality. That's particularly

RESEARCH REPORTS: EVIDENCE FROM THE AUTO

Two business strategies are domi-
nant in the international automobile
industry:

» mass production

» flexible (or "lean™) production.

In The Machine That Changed the
World. James P. Womack, Daniel T.
Jones, and Daniel Roos (New York:
Rawson Associates, 1990) concluded
that flexible or lean production was
the core capability underlying the
competitive advantage of Japanese au-
to companies in the 1970s and 1980s.

Earlier explanations had empha-
sized factors specific to the Japanese
economy and culture. But the high
performance achieved by Japanese
assembly plants in die United States
in the 1980s undermined those as-
sumptions. The "transplant” compa-
nies achieved those results with
American workers, engineers, and
managers: with industry wages and
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benefits similar to those in U.S.
plants; and with comparable levels
of automation.

The International Assembly Plant

Study was conducted by the Interna-
tional Motor Vehicle Program at the
Massachusetts Institute of Technolo-
gy, where John Paul MacDuffie was
a Student. The IMVP research pro-
gram lasted from 1985 to 1990; virtu-
ally every automotive company in
the world sponsored it. Today, the
IMVP continues as one of the centers
for industry studies that is funded by
die Sloan Foundation.
Different approaches to HR manage-
ment. MacDuffie—now an assistant
professor of management at the
Wharton School, University of Penn-
sylvania—argued that flexible-pro-
duction systems require a different ap-
proach to managing human resources
than do mass-production systems.

INDUSTRY

In an article entitled. "Human Re-
source Bundles and Manufacturing
Performance: Flexible Production Sys-
tems in the World Auto Industry." to
be published in Industrial and Labor
Relations Review, MacDuffie explains
how human resource practices are in-
tegrated into the different production
systems. He tests the relationship be-
tween human resource practices and
performance in 62 automotive-assem-
bly plants worldwide.

If human resource practices are to
contribute to performance, he ar-
gues, companies must motivate
skilled and knowledgeable work-
ers—and must integrate their human
resource systems with their produc-
tion strategies. As appropriate units
for study, he identifies sets of inter-
related and internally consistent hu-
man resource practices—not individ-
ual practices. Sets of practices create
the multiple, mutually reinforcing
conditions that support employee
motivation and skill acquisition.
High-performance practices. In the
automobile-assembly study. Mac-
Duffie defines three sets of practices
that interact to produce high perfor-
mance:

I manufacturing practices

| work-system practices

» human resource management
practices.

Manufacturing practices relate to
the use of "buffers"; in other words,
inventories, repair areas, and other
kinds of "slack" in the production sys-
tem. Low use of buffersreflectsa lean
production philosophy of reducing in-
ventories and other kinds of slack in



