














Praise for Building the Learning Organization


Dr. Marquardt’s strategies to becoming a learning organization are easily applicable in the corporate setting. His examples elucidate past applications, which aid the reader in creating a local plan. If your aim is to develop a learning organization that gains insights into ever-growing customer expectations, Building the Learning Organization will facilitate your journey.


—Simon Reese, Global Revenue Management Advisor, ExxonMobil Lubricants & Specialties


Building the Learning Organization has something significant to offer both the researching scholar and practicing CEO. Michael has done an excellent job of highlighting the five subsystems required to create and sustain a learning organization. Most importantly, he has described the complex set of interactions between these subsystems, which should assist organizational leaders with the challenge of how to create a learning organization.


—J. Mike Stice, CEO, Chesapeake Midstream Partners


Organizations have enjoyed unprecedented success in driving sustainable employee engagement through action learning.


—Florence Ho, Senior Lecturer, School of Professional Education & Executive Development, Hong Kong Polytechnic University, Hong Kong


Once again, Michael Marquardt provides us with wonderfully rich ideas and examples of what it means to be a true learning organization. In this third edition, he reminds us that organizational learning is no longer a “nice to have;” rather, embedding learning practices, processes, policies, and structures is absolutely essential for an organization’s success and competitive advantage. Once thought a fad twenty years ago, Marquardt makes a compelling case that organizational learning is here to stay.


—Hallie Preskill, Executive Director, Strategic Learning and Evaluation Center, FSG


Professor Marquardt has re-inspired us to engage creatively in fast paced quantum leaps. By continuously transforming our organizations so that fast learning know-how truly becomes the centerpiece, we gain a competitive advantage and guarantee future success. This edition is like a new book on the five core subsystems required to grow learning organizations, and is intricately enhanced in each chapter by new case studies of best practices from organizations around the world, including Europe and Asia.


—Professor Francesco Sofo, PhD, University of Canberra, Australia


Building the Learning Organization is a must-read for researchers, consultants, business practitioners, and anyone who wants to see their organization run faster than their competitors. The book contains both theoretical and practical insights, providing a balanced perspective of what it takes for an organization to learn.


—Roland K. Yeo, Associate Professor of Organizational Behavior & International Business, Kuwait Maastricht Business School, and Adjunct Senior Researcher of Management, University of South Australia


Considering the recent changes in global economic, technological, and sociopolitical environments affecting today’s workplace, Dr. Michael Marquardt has done a wonderful job in updating this best-selling book on the learning organization—an area which is gaining importance from corporate leaders, policy makers, and academicians. This book has provided clear and significant guidelines for developing an effective learning organization through presenting detailed analyses of the five subsystems of the “total systems learning organization model.” As an author of several impactful books like this, Mike is also a popular scholar practitioner in the dynamic Asia-Pacific region. I am sure this publication will make him more famous for his scholarly and professional contributions to the field.


—AAhad M. Osman-Gani, MBA, PhD, Professor of HRD & International Management, IIUM University, Kuala Lumpur, Malaysia, and Chair of the Academy of Human Resource Development, Asia
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Foreword



Despite some of the most challenging economic times in recent history, business leaders continue to dedicate substantial resources to building their learning organizations. Since the second edition of this book was published in 2002, organizations have undergone tremendous change and transformation. Globalization, technology, leadership, sustainability, and many other trends are influencing organizations in all industries, especially the development of the workforce.


ASTD was pleased to have co-published the first edition of this book in 1996 and the second edition in 2002. Over the intervening years, thousands of organizations worldwide have learned about and applied the learning organizational model and strategies in the book. In this updated edition of Building the Learning Organization, Dr. Marquardt provides additional strategies for developing each of the five subsystems of his model: learning dynamics, organizational transformation, people empowerment, knowledge management, and technology application.


Current research shows that senior executives understand that investing in learning is critical to survival and future growth. As the economy continues to recover, organizations in all sectors must train and reskill their workforce to position themselves for growth. Findings from ASTD’s 2010 State of the Industry Report show that there is executive support and an understanding that learning matters:


• Learning expenditures per employee increased 1.2 percent.


• As a percent of revenue and a percent of profit, learning expenditures increased, demonstrating organizations’ steady Afinancial commitment to learning even while profits and revenue decreased in the recession.


• Technology-enabled learning has reached its highest level yet with 36.5 percent of training delivered using some form of technology.


This research supports data from the ASTD 2010 Learning Executives Confidence Index: While many learning functions saw budget and resource cuts during the global recession, learning executives also saw a commitment from business leaders to the value of learning as a strategic driver. This is indeed good news for our profession.


With case studies from several global corporations, and a review of the key organizational and leadership theories, Dr. Marquardt helps all of us understand how to leverage existing resources and support to build a truly successful learning organization. I encourage you to apply the principles from this book to support a culture of learning, and to build a highly skilled and competitive workforce that helps your organization grow and achieve success.


—Tony Bingham, President and CEO, ASTD





Preface



When we entered the twenty-first century, we began a new era in the evolution of organizational life and structure. Immense changes in the economic environment caused by globalization and technology have forced companies to transform themselves significantly in order to survive in a new world and its new economy. Organizations with smart brains and the ability to learn quickly have become the global leaders.


Organizations with the adaptability of dinosaurs cannot survive in the faster, information-rich environment of the new millennium. Becoming bigger, heavier, and thicker skinned will be no substitute for developing increasingly agile and more creative brainpower. Or, to cite another biological metaphor, even a caterpillar with speedier legs will never be able to equal the range and flexibility it achieves after it transforms into a butterfly.


As we enter the second decade of the twenty-first century, organizations must learn even faster and adapt more seamlessly to changes in the environment or they simply will not survive. As in any transitional period, the dominant but dying species (i.e., non-learning or slow-learning organizations) and the emerging, more adaptive species (learning organizations) presently exist side by side. I predict that within the next ten years, only learning organizations will be left. Companies that do not become learning organizations will soon go the way of the dinosaur; they will die out because they were unable to adjust to the changing environment.


Demanding New Learning


Manville (2001) writes how we now “demand of the new learning a more nimble, more customized and more immediately relevant way of working, yet one that also allows us to perform better and to do so in a way that more quickly and effectively reaches the threshold of making a difference” (p. 45). Learning thus becomes a critical process, but only if it is both pursued strategically and embedded operationally in real work. To attract and retain talent, the successful global organization will use learning as a tangible offering to new employees, saying, in effect, “Join us, and you’ll learn better, more, and faster than you would with our competitors.”


This evolution is not happening accidentally. It is developing through daily experiments and the “learning about learning” of frontline managers and executives who know its importance and push the envelope of its applications. And we are not talking about simply changing the external elements of the organization—its products, activities, or structures—but, rather, about altering its intrinsic way of operating: its values, mindset, and even its primary purpose.


Why Are Learning Organizations So Important?


The demands placed on organizations worldwide now require that learning be delivered with greater speed, at less cost, and more effectively to workplaces and mobile workforces that are affected more dramatically than ever by daily changes in the marketplace. And what are some of the crucial issues facing today’s corporations?


• Reorganization, restructuring, and reengineering for success, not just survival


• Increased skills shortages caused by schools that have not adequately prepared people for work in the twenty-first century


• Doubling of knowledge every two to three years


• Global competition from the world’s most powerful companies


• Overwhelming breakthroughs in new and advanced technologies


• Spiraling need for organizations to adapt to change


Learning that occurs throughout the corporation and across systems offers organizations the best opportunity of not only surviving but also succeeding. The prospect that organizational learning offers is one of managing change by allowing for quantum leaps. Continuous improvement means that every quantum leap becomes an opportunity to learn and therefore prepare for the next quantum leap. If we learn faster than our competitors, the time span between leaps reduces and progress accelerates.


To obtain and sustain competitive advantage in this new environment, companies will have to learn better and faster from both successes and failures. They will need to continuously transform themselves into learning organizations, to become places in which groups and individuals at all levels continuously engage in new learning processes.


Shoshana Zuboff, in her classic book In the Age of the Smart Machine (1988), noted organizations have little choice but to become a “learning institution, since one of its principal purposes will have to be the expansion of knowledge—not knowledge for its own sake (as in academic pursuit), but knowledge that comes to reside at the core of what it means to be productive. Learning is no longer a separate activity that occurs either before one enters the workplace or in remote classroom settings. Nor is it an activity reserved for a managerial group. The behaviors that define learning and the behaviors that define being productive are one and the same. Learning is the heart of productive activity. To put it simply, learning is the new form of labor” (p. 395).


What Is the New Learning in Organizations?


There must be a whole new mindset regarding the concepts of work and learning. Learning must take place almost as a byproduct of working, in contrast to acquiring knowledge before performing a particular task or job. In today’s environment, organizational learning represents a new form of learning in the following ways:


• It is performance based and tied to business objectives.


• It emphasizes the importance of learning processes, or learning how to learn.


• The ability to define learning is as important as finding answers to specific questions.


• Organization-wide opportunities exist to develop knowledge, skills, and attitudes.


• Learning is part of everybody’s job.


The need for individuals and organizations to acquire more and more knowledge will continue unabated. But the knowledge itself is secondary to how, and how quickly, they can learn. Learning skills will be more important than data. Penetrating questions will be more important than good answers.



Emergence of Learning Organizations



The concept of organization-wide learning, and recognition of its importance, can be traced in the research literature back to the 1940s, but not until the 1980s did a few companies began to realize its potential for increasing organizational performance, competitiveness, and success.


In the 1980s, Shell Oil began to consider organizational learning in relation to strategic planning. Teamwork and more extensive communications were seen as crucial factors in creating a more responsive, successful corporation. Shell spent twelve months experimenting with work groups and researching the implications of the organizational learning concept. The company concluded that learning as an organization did indeed prove valuable for both strategic planning and corporate success and had enabled Shell to gain an advantage of a year or two over its competitors.


During the 1990s, the number of firms committing themselves to becoming learning organizations increased dramatically. Companies such as General Electric, Johnsonville Foods, Quad Graphics, and Pacific Bell in the United States; Sheerness Steel, Nokia, Sun Alliance, and ABB in Europe; and Honda and Samsung in Asia were among the early pioneers.


Peter Senge’s The Fifth Discipline (2006) and feature articles on learning organizations in the Harvard Business Review, The Economist, BusinessWeek, Fortune, and Asiaweek have led many other companies to begin considering the process of transforming themselves into learning organizations. The ever-increasing changes brought forth in the first decade of the twenty-first century have made learning organizations ever more important.


A Comprehensive Systems Approach to Learning Organizations


Most organizations are still struggling with becoming learning organizations, while many others still don’t grasp the importance of the process or how it can actually work. Books that describe the learning organization refer only to parts of the entity, depicting it in a piecemeal manner similar to that of the five blind men in the Indian folktale, each of whom described an elephant by whatever portion he touched—the trunk, a foot, the tail, and so on. Likewise, learning organizations have been described by a single attribute—the learning dynamics of teams, organizational structure, knowledge, or better application of new technology. Other perspectives totally misconstrue even their limited focal points and confuse total quality management (TQM), or reengineering, or better training as the totality of organizational learning.


My experience over the past 20 years with more than 300 of the top learning organizations worldwide and my analysis of the myriad articles and books on learning organizations have led me to conclude that before individuals or companies can adequately comprehend the richness of the learning organization, they must incorporate five subsystems of a true learning organization: learning, organization, people, knowledge, and technology. Without all five subsystems, they will have only a partial appreciation of the processes and principles necessary to move an organization from a state of non-learning to learning.


This book presents each subsystem and explores how all five interface with and complement one another. The core subsystem of the learning organization, of course, is learning—at the individual, group, and organization levels—including the skills of systems thinking, mental models, personal mastery, self-directed learning, and dialogue. Each of the other subsystems—organization, people, knowledge, and technology—are required to enhance and augment the quality and effectiveness of learning across the corporation.


Overview of the Book


Chapter 1 assesses rising social, political, and economic forces as well as the new expectations of workers, customers, and even communities that have necessitated the emergence of learning organizations. The eight key forces causing this shift from institutions based on manufacturing (manual labor) to those based on mentofacturing (mental labor) are discussed.


Chapter 2 introduces the total systems learning organization model with an overview and brief synopsis of the five subsystems: learning, organization, people, knowledge, and technology. The interactional and complementary nature of the subsystems is also discussed.


The dimensions, principles, practices, and ideals of the five subsystems are explored in chapters 3 through 7. Each chapter contains examples of best practices from learning organizations around the world. More and more organizations from Asia and Europe have been included in this third edition of Building the Learning Organization. At the end of these chapters, I list ten top implementation strategies for building the subsystem under discussion.


Chapter 8 describes how action learning can serve as a cornerstone in building a learning organization, while chapter 9 provides a general framework and guidelines, as well as the critical steps, for becoming a learning organization.



Getting Started in Your Organization



Learning quickly and systematically is critical for surviving in the twenty-first century. The organization that makes learning its core business can rapidly leverage its new knowledge into new products, new marketing strategies, and new ways of doing business. Learning organizations will become the only place where global success is possible, where quality is more assured, and where energetic and talented people want to be.


Whether or not to become a learning organization is no longer the question; becoming a learning company is required to remain competitive. And, anyone who asks “when?” should be told “quickly” because becoming this new species will soon be essential to survival in the increasingly global environment. Answering the question “how?” is the essence of this book. I hope these pages will provide valuable guidance for you and your organization.
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CHAPTER 1

The Emerging Need for Learning Organizations



Over the past ten years, numerous economic, social, and technological forces have intensified significantly, dramatically altering the work environment. These changes have occurred so rapidly and competition has increased so intensely that the large organizational dinosaurs with small pea-size brains that flourished in the twentieth century cannot survive in this new world of the twenty-first century. The survival of the fittest is quickly becoming the survival of the fittest to learn (Kline & Saunders, 2010; Frappaolo, 2006).


In his book Riding the Tiger: Doing Business in a Transforming World (1998), Harrison Owen writes, “There was a time when the prime business of business was to make a profit and a product. There is now a prior, prime business, which is to become an effective learning organization. Not that profit and product are no longer important, but without continual learning, profits and products will no longer be possible” (p. 1). Unless an organization continuously adapts to the environment via speedy, effective learning, it will die.


In short, external change and forces demand either organizational adaptation or organizational extinction. Only companies that can transform themselves into more intelligent, proficient engines of change will succeed in the new millennium. As Reginald Revans (1983), a pioneer of action learning, notes, “Learning inside must be equal to or greater than change occurring outside the organization or the organization dies” (p. 11). The new organization that emerges will need to possess greater knowledge, flexibility, speed, power, and learning ability so as to better confront the shifting needs of a new environment, more demanding customers, and smarter knowledge workers.


The successes are obvious. Organizations that learn faster will be able to adapt more quickly and thereby achieve significant strategic advantages in the global world of business. The new learning organization is able to harness the collective genius of its people at the individual, group, and system levels. This capability, combined with improved organizational status, technology, knowledge management, and people empowerment, will enable organizations to leave the competition in the dust.


Let us now examine the major winds of change that have compelled organizations to either learn or face extinction, forces that have altered the economic environment and the workplace as well as workers and customers. The eight most significant forces that have changed the business world and necessitate company-wide learning in the twenty-first century are:


1. Globalization and the global economy


2. Technology and the Internet


3. Radical transformation of the work world


4. Increased customer power


5. Emergence of knowledge and learning as major organizational assets


6. Changing roles and expectations of workers


7. Workplace diversity and mobility


8. Rapidly escalating change and chaos


Each of these forces must be understood and harnessed before the transformation to a learning organization is possible. Let’s briefly explore the influence of each one.


Force 1: Globalization and the Global Economy


We have entered the Global Age. We are an increasingly more global people with many common values and practices, and we are working increasingly for organizations with an international presence. Globalization has caused a convergence of economic and social forces, of interests and commitments, of values and tastes, of challenges and opportunities. We can easily communicate with people around the world because we share a global language (English) and a global medium for communications (computers and the Internet). The signs of the global marketplace are all around us. Consider the following statistics.


In 2010, U.S. corporations invested over $4 trillion abroad and employed more than 20 million overseas workers (Jackson, 2010); more than 100,000 U.S. firms are engaged in global ventures valued in excess of $2 trillion. For instance, McDonald’s operates more than 30,000 restaurants serving 58 million people a day in 120 countries, and Coca-Cola earns more money in Japan than in the United States. In addition, more than 70 percent of the profits for the $30 billion U.S. music industry is generated outside our country, and most big-bucks movies depend on global viewers for big profits.


At the same time, 10 percent of U.S. manufacturing is foreign owned and employs 4 million Americans. Mitsubishi USA is the United States’ fourth-largest exporter, and Toyota sells more cars than any U.S. auto manufacturer. Foreign investment in the United States has now surpassed $5 trillion. In fact, more than one-third of U.S. economic growth has been due to exports, which have provided jobs for more than 11 million Americans. In 2010, more than half the Ph.D.s in engineering, mathematics, and economics awarded by American universities went to citizens of other countries.


Worldwide, increasing numbers of companies, including Nokia, Xerox, Motorola, Honda, Samsung, and Microsoft, are manufacturing and selling chiefly outside their country of origin; for example, more than 70 percent of Canon’s employees work outside Japan. We hardly know anymore if a company is French, Japanese, Swedish, or American. The populations of many Gulf countries are made up of more foreign-born workers than native residents.


Financial markets are open twenty-four hours a day around the world, and global standards and regulations for trade and commerce, finance, products, and services have emerged.


Four main forces have brought us quickly to this global age: technology, television, trade, and travel. These four Ts have laid the groundwork for a more collective experience for people everywhere. People are watching the same movies, reading the same magazines, and dancing the same dances from Boston to Bangkok to Buenos Aires. We share tastes in food (hamburgers, pizza, tacos), fashion (jeans), and fun (Disneyland, rock music, television). Growing numbers of us speak a common language, English, which is now spoken by nearly 2 billion people in more than 150 countries, where it is either the first or the second language. Like all languages, English transmits culture and social values, and it is the global language of media, computers, and business. In addition, nearly 1 billion passengers fly the world’s airlines each year.


The global economy has in turn forced the creation of global organizations, companies that operate as if the entire world is their marketplace. They are fully integrated so that all their activities link, leverage, and compete on a worldwide scale. Global firms emphasize global operations above national or multinational ones. They use global sourcing for human resources, capital, technology, facilities, and raw materials. They deem cultural sensitivity to employees, customers, and patterns as critical to organizational success. A company is globalized when it develops a global corporate culture, strategy, and structure as well as global operations and people.


Although certain industries globalized earlier than others (especially telecommunications, electronics and computers, finance and banking, transportation, automotives, pharmaceuticals, petroleum, and biotechnology), every industry now has global players. The growing similarity in what customers want to purchase, including quality and price, has spurred tremendous opportunities, as well as tremendous pressures, to globalize. Even the largest firms in the biggest markets can no longer compete in domestic markets alone. Thinking and operating globally will be critical to organizational survival and growth in the twenty-first century.


Force 2: Technology and the Internet


Welcome to the new technological workplace, with teletraining, infostructures, and ubiquitous computers. In 1990, Alvin Toffler wrote that the advanced global economy and workplace cannot run for thirty seconds without computers; now it may be only for ten seconds. Yet today’s best computers and CAD/CAM systems will be Stone Age primitives within two years. The workplace will demand and require ever more technological advancements and innovations.


We already have technologies such as smart phones, mobile phones, cloud computing, optoelectronics, DVDs, information highways, local area networks (LANs) and wide area networks (WANs), groupware, virtual reality, and electronic classrooms. Workplace computer technology has progressed from mainframe to desktop to laptop to handheld. A significant proportion of a company’s operations requires computer-generated automation and customization. These technologies have become necessary for managing the data deluge so that we can learn faster in rapid-change, turbo-charged organizations. In a global economy—in which being informed, being in touch, and being there first can make all the difference between achieving success and failing—technology provides a big advantage indeed.


ORGANIZATIONAL IMPACT OF TECHNOLOGY


The impact of technology on organizations, management, and learning is mind-boggling. And it has only begun. The emerging power and applicability of technology will turn the world of work on its head. Because of technology, organizations will move toward being virtual rather than physical. People will be more closely linked to customers in Kuala Lumpur than to coworkers across the hall because of technology. Technology has made learning, not work itself, the prime purpose of business, and learning, as Zuboff (1988) proclaims, has become “the new form of labor.”


Technology increasingly requires that managers manage knowledge instead of people. Technology alters what, how, and why workers learn. Employees now need to train themselves through self-directed learning. And workplace learning no longer takes place in groups, at fixed times, and in certain locations for just-in-case purposes; instead, it is being implemented on the basis of exactly what’s needed, just in time, and only where it’s needed. The technology that has already restructured work will force those who are responsible for employee development to create ever more flexible and responsive learning and performance solutions (Waddill & Marquardt, 2011).


We inhabit a world in which virtual reality and interactive multimedia technologies will become commonplace. Cloud computing, smart phones, and worldwide access to Wi-Fi are a part of everyday life. Artificial intelligence technologies (expert- and knowledge-based systems, user interfaces that understand speech and natural language, sensory perception, and knowledge-based simulation) will be generally available. Intelligent tutoring systems will allow learner-based, self-paced instruction. Personalized digitized assistants, telecommunications and network advances, groupware, desktop videoconferencing, and collaborative software/group systems technology are now omnipresent in the workplace.


And the speed and impact of technology continue to accelerate. Trying to figure out the capabilities and future directions of this rapidly changing technology is a mind-boggling challenge. Let’s look at just a few of the already existing powers of technology.


Highly reliable, easily utilized, and affordable connectivity is rapidly becoming available anywhere, anytime. Superconducting transmission lines convey data up to one hundred times faster than fiber-optic networks: One line carries 1 trillion bits of information a second, enough to send the complete contents of the Library of Congress in two minutes.


Neural networks advance computer intelligence by utilizing associative “reasoning” to store information in patterned connections, thereby sequentially processing complex questions and commands using their own logic. Expert systems, a subset of artificial intelligence, are beginning to solve problems in ways that resemble the thinking processes of human experts.


The Internet is one of the most amazing and transforming technological additions to our lives. Its use is one of the fastest-growing phenomena the business world has ever seen, built from a base of less than 1,000 connected computers in the early 1980s to more than 2 billion today, and more and more of the searches are being performed by smart phones.


Intranets (for in-company connections) are rapidly catching up. Implementation of intranets is growing three times faster than electronic commercial applications, and almost all companies have intranet applications. As intranet sites continue to evolve, additional features will emerge. For example, it is already possible to engage in real-time training that combines a live mediator, online information, and remote attendees. Today, every business recognizes the critical value of developing comprehensive strategies for using both intranets and the Internet.


Some of the new high-tech learning programs have been called “the most powerful learning tools since the invention of the book.” With virtual reality, our minds are cut off from outside distractions and our attention is focused on powerful sensory stimulation (from a light-sound matrix) that bombards the imagination.


Technology is increasingly a part of all products and the total GNP, including aerospace, advanced industrial systems, and automotive. Already, nearly 30 percent of an automobile’s value is in its electronics. The computer service and computer software market has surpassed $900 billion, an increase of 50 percent in the past four years. Information technology is expected to form the basis of many of the most important products, services, and processes of the future.


The latest advance in technology is cloud computing, whereby shared servers provide resources, software, and data to computers and other devices on demand, as with the electricity grid. Cloud computing is a natural evolution of the widespread adoption of virtualization, service-oriented architecture, and utility computing. Details are abstracted from consumers, who no longer have need for expertise in, or control over, the technology infrastructure “in the cloud” that supports them.


Finally, an array of technological developments has now emerged for use in the home as well as in the office. These developments include the following:


• Integration of television, telecommunications, and computers through digitization and compression techniques


• Reduced costs and more flexible use and application of telecommunications through developments such as integrated services digital network (ISDN) lines, fiber optics, and cellular radio


• Increased portability through use of radio communications and miniaturization (cell phones, cameras, microphones, and high-resolution display screens)


• Expanded processing power resulting from new microchips and advanced software


• More powerful and user-friendly command and software tools that make it much easier for individuals to create and communicate their own materials


THE PROMISE OF NEW TECHNOLOGIES


The commodification of ultra-high technology offers spellbinding opportunities for creating new knowledge-exchange products. British Telecom, for example, thinks that future generations of portable phones could be installed in the user’s ear. A person could talk and simultaneously glimpse images or data pulled off the Internet and projected onto a magnifying mirror positioned beside one eye.


The technology of the future will respond to our voices and extend our senses. It will simulate complex phenomena—weather patterns, stock market crashes, environmental hazards—solving problems and predicting outcomes at a price anyone can afford. Computers, or networks of them, will become even more widespread as they are embedded in other objects or fixtures. These machines will reconfigure themselves as new applications are required. A whole new metaphor for computing is taking shape, patterned on the natural resilience and elegance of biological organisms. Patients may soon be able to have a detailed genetic analysis that will give them and their doctors an idea of what health risks they might face in the future (Venter, 2007).


To better prepare ourselves for the effects of technology on work, workers, and the workplace, it is important to grasp and understand the many emerging ideas and applications of technology. This understanding can help us direct that technology to increase the speed of learning and of managing knowledge in the workplace. In chapter 7, we will discuss how technology can augment the speed and quality of learning as well as help us better manage knowledge.


Force 3: Radical Transformation of the Work World


The world of work and the workplace has been dramatically transformed. Workers no longer occupy offices. Corporations collaborate and compete with one another at the same time. Customers provide supervision as well as dictate services. Fellow employees work closely without ever meeting. Companies employ temporary part-time CEOs and permanent full-time janitors. Corporate headquarters staff may consist of less than 1 percent of the company’s workforce, if there even is a headquarters.


Organizations have gone from the quality efforts of the 1980s through the reengineering processes of the 1990s to the radical transformation of the workplace itself as we entered the twenty-first century. They have moved from focusing on reducing defects and streamlining business processes to pursuing totally new forms that will enable them to manage continuous, whitewater change. In this way, they have created work organizations in which routines are reorganized, redesigned, or reengineered to improve performance. The practice of breaking work into smaller and smaller tasks is coming to an end. Instead, teams of employees will take charge of key business processes from beginning to end. Impatience with the rate of change will cause many organizations to revamp their key processes by starting from scratch.


STRUCTURES BASED ON CORE COMPETENCIES


Companies will focus on and organize around what they do best. Therefore, they will be built on core competencies instead of products or markets, with peripheral tasks assigned to temporary and contract workers. The organizational architecture of companies will evolve around autonomous work teams and strategic alliances. These firms will be virtual organizations, temporary networks of independent companies, suppliers, customers, and even rivals linked by information technology to share skills, costs, and access to one another’s markets. For example, a manufacturer will produce an item and rely on a product-design outfit to sell its output.


The advances in information technology described earlier are providing faster transmission of data and expanded storage capacity as well as greater computer power and clearer, more complex links among users. Such innovations will permit greater control of more decentralized organizations while enabling the information flow needed to give local managers substantive decision-making authority. Because of this technology, corporations will become cluster organizations or adhocracies, groups of geographically dispersed people—typically working at home—who come together electronically for a particular project and then disband. More organizations will be composed of a minimal core of permanent employees supported by independently contracted professionals.


As more companies realize that the key resource of business is not capital, personnel, or facilities, but rather knowledge, information, and ideas, many new views of the organization are beginning to emerge. Firms everywhere are restructuring, creating integrated organizations, global networks, and leaner corporate centers. Organizations are becoming more fluid, constantly shifting in size, shape, and arrangement.


COEVOLUTION AND THE VIRTUAL MODEL


An emerging view rests on the concept of coevolution: the idea that by working with direct competitors, customers, and suppliers, a company can create new businesses, markets, and industries. Companies are urged to view themselves as part of a wider environment, a sort of business ecosystem, so that they can evaluate business opportunities not simply as a solo player but as one player among many, each coevolving with the others. Coevolution differs from the conventional idea of competition, in which companies work only with their own resources and do not extend themselves through the capabilities of others. In the global market, companies must make use of the other players—for capacity, innovation, and capital. Such a “best of everything” organization could be a world-class competitor, with the speed, muscle, and leading-edge technology to pounce on the most fleeting of opportunities.


The virtual model could become the most important organizational innovation since the 1920s, which is when Pierre DuPont and Alfred Sloan developed the principle of decentralization by which to organize giant complex corporations. The virtual corporation will have neither central office nor organizational chart; it will have no hierarchy or vertical integration. Teams of people in different companies will routinely work together. After the business is done, the virtual organization disbands.






	






	TABLE 1
Organizational transformation







	Dimension


	Old


	New







	 


	 


	 







	Critical tasks


	Physical


	Mental







	Relationships


	Hierarchical


	Peer-to-peer







	Levels


	Many


	Few







	Structures


	Functional


	Multidisciplinary teams







	Boundaries


	Fixed


	Permeable







	Competitive thrust


	Vertical integration


	Outsourcing and alliances







	Management style


	Autocratic


	Participative







	Culture


	Compliance


	Commitment and results







	People


	Homogeneous


	Diverse







	Strategic focus


	Efficiency


	Innovation








The emergence of these network-type organizations as replacements for more traditional bureaucratic structures can be summarized by the transformative organizational shifts shown in Table 1.


Force 4: Increased Customer Power


Customers will become more influential in determining how organizations set strategies and carry out operations. They, rather than workers, will be the focus of leadership attention and organizational priorities. On a worldwide scale, customers will continue to push for new performance standards in quality, variety, customization, convenience, time, and innovation. They will quicken the pace at which companies are compelled to move beyond domestic markets. Organizations will have no choice but to shop the world for customers, employees, resources, technology, markets, and business partners.


New demands for quality, constant changes in taste, global fads, and short product life cycles are forcing new global partnerships and alliances. Challenges raised by new niche markets, new and emerging industries, deregulation, fights over market share, and aggressive national competitors have created the need to merge global forces in order to survive.


Global communications and marketing has increased consumers’ awareness of possible products and services, and global competition has offered customers a more varied and higher quality of choices. Together, these two forces created a convergence of consumer needs and preferences. Consumers are now able to choose those products and services that meet their standards of the following criteria:


• Cost: What is the least expensive, most economical


• Quality: Meets and exceeds expectations


• Time: Available as quickly as possible


• Service: Pleasant, courteous, and available, with products that can be easily repaired or replaced


• Innovation: New, something not yet envisioned by the customer


• Customization: Tailored to specific needs


Customers are much more competent in acquiring and using information; they are becoming more and more connected, culturally conscious, and proud of their backgrounds.


In a world where consumers have choices and power, organizations must adapt to a startling new reality—the cost of poor service will soon be borne by the companies that serve it, not the customers that receive it (Fornell, 2007).


Force 5: Emergence of Knowledge and Learning as Major Organizational Assets


Technology and globalization have led to an economy based on knowledge. Knowledge workers now outnumber industrial workers by 4 to 1. The workforce has moved from manufacturing to mentofacturing. Continuous learning and knowledge provide the key raw materials for wealth creation and have become the fountainhead of organizational and personal power.


The wealth of nations will depend increasingly on knowledge-based, high-tech industries, such as biotechnology, health, environmental products and services, tourism and hospitality, telecommunications, computer software and its applications, financial services, and entertainment. These are all highly competitive global industries. Keeping even a few months ahead of the competition, in terms of innovation and knowledge, is critical to survival. Information—processed by human brainwork into knowledge, and then integrated and intuited into wisdom—has quite suddenly become the world’s most important resource. Knowledge will play the primary role in the world’s future, a position claimed in the past by physical labor, minerals, and energy.


IMPORTANCE OF KNOWLEDGE


Knowledge has become more important for organizations than financial resources, market position, technology, or any other company asset. Knowledge is seen as the main resource used in performing an organization’s work. The company’s traditions, culture, technology, operations, systems, and procedures are all based on knowledge and expertise. Knowledge is necessary to increase employees’ abilities to develop and implement improvements, thereby providing quality service to clients and consumers. Knowledge is required for updating products and services, changing systems and structures, and communicating solutions to problems. In the new knowledge economy, individuals at every level and in all kinds of companies will be challenged to develop knowledge, take responsibility for their new ideas, and pursue them as far as they can go. The job of the leader will be to create an environment that allows workers to increase knowledge and act on it.


Knowledge is created continuously in every corner of the globe and doubles every two to three years. One reflection of the growth of scientific knowledge is the rate at which scientific journals are developed. The first two scientific journals appeared in the mid-1600s. By 1750, this number had grown to 10, and by 1800, to approximately 100. Today, there are more than 100,000 such journals.


Brainpower is becoming a company’s most valuable asset, which creates a competitive edge in the marketplace. We are challenged to find and use it. As Thomas Stewart (1991) asserted more than twenty years ago, brainpower is becoming ever more important for business. Every company depends increasingly on knowledge—patents, process, management skills, technologies, information about customers and suppliers, and old-fashioned experience. This knowledge that exists in an organization can be used to create differential advantage. In other words, it’s the sum of everything everybody in your company knows that gives you a competitive edge in the marketplace” (p. 44).


The location of the new economy is not in technology, be it a microchip or a global communications network, but in the human mind. Junkunc (2009) points out that specialized knowledge is the essence of success in entrepreneurial activity.


WORK EQUALS LEARNING


Increasingly, work and learning are becoming the same thing. Zuboff, in her 1988 classic, In the Age of the Smart Machine, wrote, “The behaviors that define learning and the behaviors that define being productive are one and the same. Learning is at the heart of the productive activity. To put it simply, learning is the new form of labor” (p. 395). Because the new global economy is based on knowledge work and innovation, there is a convergence between work and learning. While you perform knowledge work, you learn. And you must learn minute by minute if you are to perform knowledge work effectively. Learning is becoming a lifelong challenge as well as a lifelong process.


In the new economy, the learning component of work is huge. It includes everything from a software developer creating a new multimedia application, to the manager responsible for corporate planning at a bank, to the consultant assessing a client’s markets, to the entrepreneur starting up a new business, to a teaching assistant in a community college setting up lab projects. We are now in the era of knowledge workers. At the beginning of the new century, three-quarters of the jobs in the U.S. economy involved creating and processing knowledge. Knowledge workers have already discovered that continual learning is not only a prerequisite of employment but a major form of work. Learning has indeed become the new form of labor in the twenty-first century.


Force 6: Changing Roles and Expectations of Workers


As society moves from the industrial era to the knowledge era, job requirements are changing. We have entered an era in which production involves the mind more than the hands. Employees are moving from needing repetitive skills to knowing how to deal with surprises and exceptions, from depending on memory and facts to being spontaneous and creative, from avoiding risk to taking risk, from focusing on policies and procedures to building collaboration with people.


As a result, the workforce is changing rapidly. In 2010, more than 85 percent of all jobs in the United States were in knowledge and service industries. Many of these jobs require a much higher level of skill than in the past, especially in manufacturing and resource-based fields. People in this century will retain existing jobs only if they are retrained to higher standards.


The organization of the future will be composed more and more of knowledge workers, not only senior executives but also workers at all levels. In the new postindustrial society, knowledge is not just another resource alongside the traditional factors of production, land, labor, and capital; it is the only meaningful resource. Given an economy based on knowledge, the knowledge worker is the greatest asset. In the successful organizations of the future (those offering high value), only one asset becomes more valuable as it is used—the knowledge skills of people. Unlike machinery that gradually wears out, materials that become depleted, patents and copyrights that expire, and trademarks that lose their ability to attract, the knowledge and insights that come from the learning of employees actually increase in value with use and practice.


The key assets of high-value enterprises are not tangible. They are the skills involved in linking solutions to particular needs and the reputations that come from being successful in the past. The distinction between manufacturing and services is becoming less real. The real impact of the information economy is to create increasing similarity in the world of work (Castro, Atkinson & Ezell, 2010).


A fascinating aspect of knowledge workers is that they do, in fact, own the means of production, and they can take it out the door with them at any moment. Therefore, managers have to attract and motivate; reward, recognize, and retain; train, educate, and improve; and, in the most remarkable reversal of all, serve and satisfy knowledge workers. Organizations must provide a structure within which knowledge workers can apply their knowledge. Specifically, organizations must provide contact with other knowledge workers, since it is through dialogue and interaction with their peers that they refine and improve their ideas.


TEMPORARY WORKERS


The amount and rate of hiring of temporary workers has jumped significantly in the past two years as companies remain hesitant to increase permanent employment in light of shaky economic trends. Temporary employment grew 23.4 percent between September 2009 and 2010, the largest yearly gain since the U.S. Bureau of Labor Statistics began tracking temporary employment data in 1991, according to the American Staffing Association (ASA). Currently, there are 2.2 million people working on a temporary basis, but just 2 percent retain full-time employment at the same company. Richard Wahlquist, president and CEO of the ASA, noted that 404,000 temporary jobs were added in 2010 alone, including a 19 percent increase in temporary payrolls in November. That figure coincides with the 39,000 jobs added nationwide in the latest report by the Bureau of Labor Statistics.


The Bureau of Labor Statistics estimates that employment in personnel-supply services will continue to grow by up to 5 percent every year. Organizations in the telecommunications, computer, heavy manufacturing, and banking fields are the greatest users of temp help. Businesses have made acquiring temporary help an integral part of the hiring process as well as overall human resources policy. Temporary workers allow organizations greater flexibility—although at the expense of worker loyalty and knowledge retention.


TELECOMMUTING WORKERS


A 2009 survey by Citrix Online found that 23 percent of American workers regularly do their jobs from someplace besides the office, and that number is expected to jump to 43 percent of the workforce by 2016. Telecommuting enables corporations to decrease office space and hire key talent that might not otherwise be available, as well as reduce air pollution caused by automobile use. Local phone companies offer ISDN lines that transmit voice, data, and video simultaneously, making it easier to telecommute. The entire 240-member core sales staff at American Express Travel-Related Services Company is made up of telecommuters. Ernst & Young has implemented “hoteling,” in which up to ten people share a single desk in a fully equipped office on an as-needed basis; employees must reserve time in advance. Over the past three years, the accounting firm has slashed its office space requirements by about 2 million square feet, saving roughly $25 million a year.


IDEAL WORKPLACE OF THE TWENTY-FIRST CENTURY


What would be the ideal workplace of the twenty-first century? According to a recent Development Dimensions International (DDI) survey, people consider the following characteristics desirable:


• Leaders build an environment of trust by listening to and communicating with employees. They champion continuous improvement, facilitate learning, and reinforce effective performance. Leaders and associates work together to establish goals, expectations, and accountabilities. Clearly defined and communicated vision and values help guide decision making, which occurs at the lowest level.


• Employees control resources, systems, methods, working conditions, and work schedules. Individuals have the ability and data to measure their own performance and progress, while performance feedback comes from peers, customers, and direct reports. Jobs are designed to promote employee ownership and responsibility. Effective training builds skills at the appropriate, just-in-time moment.


• The ideal workplace encourages risk taking and treats mistakes as learning opportunities. Systems—such as selection and promotion, rewards and recognition, compensation, and information management—are aligned to reinforce and drive desired behaviors.


Force 7: Workplace Diversity and Mobility


The global workforce is becoming ever more diverse and mobile. Physicists at corporate R&D centers are as likely to come from universities in England or India as from Princeton or MIT. At research centers around the world, the first language of a biochemist could be German, Hindi, or Japanese. U.S. hospitals routinely advertise for nurses in Dublin and Manila.


Corporations increasingly reach across borders to find the skills they need. This movement of workers is driven by the growing gap between the world’s supply of labor and demands for it. Much of the planet’s skilled and unskilled human resources are in the developing world. Yet most of the well-paid, high-skill jobs are generated in the cities of the industrialized world.


Friedman (2005) and Reich (2010), among others, have written on how globalization and technology have transformed the world of work and affected work patterns, resulting in a number of workplace changes:


• Relocation: A massive relocation is occurring as people, especially the young and better educated, flock from rural to urban areas around the world. For example, hundreds of millions of Chinese peasants have moved to cities, turning small villages such as Shenzhen into cities of millions in less than twenty years.


• Competition for labor: More industrialized nations will come to rely on, and even compete for, foreign-born workers. An interesting recent phenomenon is that many U.S. and European employees from developing countries are returning to their countries of origin to work, especially back to China and India.


• Improved productivity: Labor-short, immigrant-poor countries like Japan and Sweden are being compelled to dramatically improve labor productivity in order to avoid slow economic growth. The need for increased outsourcing of jobs to other countries is escalating.


• Standardization: There is a gradual standardization of labor practices around the world in the areas of vacation time, workplace safety, and employee rights.


• Caught between rising aspirations and stagnant wages: Reich (2010) notes how middle-class workers have gone through a series of coping mechanisms. First, women joined the workforce, giving families a second income. Then husbands and wives put in longer shifts, creating a species of family called DINS: “double income, no sex.” Finally, families went into debt. In this sense, inequality helped to stoke the credit bubble.


Nations with slow-growing workforces but growth in service sector jobs (such as Canada, Germany, and the United States) have become magnets for immigrants. Nations whose educational systems produce prospective workers faster than their economies can absorb them (such as Argentina, Egypt, and the Philippines) will continue to export people.


The combination of a globalized workforce and massive mobility forces organizations to develop the ability to work with growing numbers of people of differing cultures, customs, values, beliefs, and practices.


Force 8: Rapidly Escalating Change and Chaos


For nearly three centuries, the world and the workplace have been built on Newtonian physics: the physics of cause and effect, predictability and certainty, distinct wholes and parts, and reality as visible phenomena. Newtonian physics is a science of quantifiable determinism, linear thinking, and controllable futures—in sum, a world that does not change too quickly or in unexpected ways.


In the Newtonian mind-set, people engage in complex planning for a world that they believe is predictable. They continually search for better methods of objectively perceiving the world. This mechanistic and reductionist way of thinking and acting dominates life even though it was disproved nearly one hundred years ago by Albert Einstein and others who introduced the scientific community to quantum physics in the 1920s. Margaret Wheat-ley (2001) rightly notes, however, that this old, disproved mind-set is, in today’s world, “unempowering and disabling for all of us.”


Quantum physics deals with the world at the subatomic level, examining the intricate patterns that give rise to seemingly discrete events. Quantum physics recognizes that the universe and every object in it are, in reality, vast empty spaces filled with fields and movements that represent the basic substance of the universe. Thus, relationships between objects and between observers and objects determine reality. The quantum universe is composed of an environment rich in relationships; it is a world of chaos and process, not just of objects and things. Quantum physics deals with waves and holograms, with surprises rather than predictions


In understanding quantum physics, organizations realize that they cannot predict anything with certainty, that chaos is part and parcel of reality. It forces us to change the way we think, the way we attempt to solve problems, and the way we deal with order versus change, autonomy versus control, structure versus flexibility, and planning versus flowing.


Emergence of Learning Organizations


Albert Einstein once wrote that “No problem can be solved from the same consciousness that created it; we must learn to see the world anew.” The eight forces described here have altered the world of work so dramatically that old dinosaur-like organizations can no longer respond to or handle the new challenges. As Einstein warned, we won’t be able to effectively attend to these new problems using the same structures, mind-sets, or knowledge that worked for organizations in the past.


Today, a growing number of organizational people are becoming aware that the knowledge, strategies, leadership, and technology of yesterday will not lead to success in tomorrow’s world. It has become obvious to them that companies must increase their corporate capacities to learn if they are to function successfully in an environment that includes continual mergers, rapid technological advances, massive societal change, and increasing competition (Garvin, 2003). With all these challenges and potential benefits to the organization, it was just a matter of time before the new species of learning organization arrived (Kline & Saunders, 2010).
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