By J. Daniel Beckham




The Death of Management
When workers can make the decisions on their own and carry out the work without supervisors, then management is more than an imposition.  It's a waste.

You may not have seen the hearse but you've seen the funeral procession.  Hundreds of thousands of workers and a growing number of middle and upper managers have been summarily executed in the last couple decades.

According to Jeremy Rifkin in his book, The End of Work, "Between 1981 and 1991, more than 1.8 million manufacturing jobs disappeared in the U.S....In just one service industry, commercial banking and thrift institutions, reengineering accounted for a loss of 30 to 40 percent of the jobs.  That translates into nearly 700,000 jobs eliminated."  The downsizing did not end in the '90s.  It accelerated.

According to Rifkin and other experts, it is middle management that bore the brunt of the cuts.  As new computer technologies were introduced, the need for middle managers to coordinate the flow of information and work up and down the organizational hierarchy was reduced.  Middle management jobs were increasingly compressed into single processes coordinated by computers.  Reengineering guru, Michael Hammer, estimated that up to 80% of middle management jobs became vulnerable to elimination as a result.

For the top executives who kept their jobs and patted themselves on the back as they showcased reduced expenses, it was time to pause.  The change in management that occurred in the '80s and '90s was more than a change in numbers, it was a change in the concept of management.  And most top executives haven't changed.  Hand-wringing and public apologies aside, it takes no great insight and not that much courage to knock out a third of your work force.  What's tough is what you do with the survivors.  It's more than just applying good management with less.  Because many old notions of what constituted good management are dead.  Global competition, computers, telecommunications technology and the disappearance of lower level jobs killed them.

The myth of the superiority of American management was well cultivated and enthusiastically consumed for decades.  It shouldn't be surprising.  There was an immense industry with a strong vested interest in churning out students trained in management.  And once in place, managers had every incentive to extol their own virtues.  After all who could challenge their claims?  The employees they managed and whose raises and promotions they approved?  The customers who usually couldn't get close enough to managers to exercise any dissatisfaction?  Like any species too long without a natural predator, the ranks of managers swelled to absurd levels and so did their isolation from market realities.  But nothing lasts forever.  The tiger finally appeared in the jungle.  

Management started to crumble in America the day the first Toyotas began to appear on California expressways.  During World War II, the Japanese were reduced to a situation of overwhelming scarcity.  They took that scarcity (because it's all they had) and turned it into a cultural asset.  Eventually, an America that had grown very fat in the management ranks ran headlong into a very lean and hungry Asian tiger.

According to Rifkin, "The Japanese form of lean production starts by doing away with the traditional managerial hierarchy and replacing it with multiskilled teams that work together at the point of production.  In the Japanese lean factory, design engineers, computer programmers, and factory workers interact face-to-face, sharing ideas and implementing joint decisions directly on the factory floor.  The classical Taylor model of scientific management, which favored the separation of mental from physical labor and the retention of all decision making in the hands of management, is abandoned in favor of a cooperative team approach designed to harness the full mental capabilities and work experience of everyone involved in the process of making an automobile."
Although it took awhile, American companies eventually learned the hard lesson - you can either be as fit as the tiger or you can be lunch.  In the late '80s, top executives in American companies began to gaze at their own management minions with lean and hungry looks.  This had direct implications for health care.  When the tiger chews on General Motors or IBM, he chews on us all.  The first sustained declines in hospital utilization that began to occur in the late '70s coincided not with the institution of DRGs or the growth of managed care but with the pink slips that started to paper the American manufacturing sector.  Those were the folks with the best insurance plans.  Those pink slips also coincided with the first serious interest on the part of employers in managed care.

In Business Week, John Byrne provided a description of the new organizations then already at work worldwide:

· "Layers of management between CEO and the shop floor: Some companies...had as few as four or five where as many as 12 had been common.

· "Number of employees managed by the typical executive: At lean companies, spans of control range up to one manager to 30 staffers.  A ratio of lower than 1:10 is a warning of arterial sclerosis.

· "Amount of work cut out by your downsizing: Eliminating jobs without cutting out work can bring disaster.  A down-sizing should be accompanied by at least a 25 percent reduction in the number of tasks performed.  Some lean companies had hit 50 percent.

· "Skill levels of the surviving management group: Managers learned to accept more responsibility and to eliminate unneeded work.

· "Size of the largest profit center by number of employees: Large operating units were broken into smaller profit centers - less than 500 employees was a popular cutoff - to gain the economies of entrepreneurship and offset the burden of scale.

· "Post-downsizing size of staff at corporate headquarters: The largest layoffs, on a percentage basis, were at corporate headquarters.  It was often the most overstaffed - and the most removed from customers."

In most organizations, computers have become democratic levelers, bulldozing away hierarchy and power.  It once took a great deal of training and experience to effectively manage key aspects of an enterprise.  Increasingly, that expertise is built into software that is imbedded in bedside nursing systems, inventory control systems and pharmacy systems.  All of these systems are edging towards artificial intelligence.  If management first appeared because workers were illiterate and uneducated, what are the implications of literacy and education when the benefits of both are relentlessly accumulating in microchips and in software?  The line that was drawn during the Industrial Revolution between "those who think" and "those who do" begins to evaporate and with it the very basis for the existence of the management class.

Literacy used to mean the ability to read the written word.  That's no longer the case.  There is a new visual literacy that relates meaning to symbols, images and icons.  It may be true that American workers are less literate than they once were, but that only holds true if you interpret literacy to mean reading the written word.  Today's workers are extremely literate from a visual standpoint.  Computers have increasingly become visual instruments.  So those who use them need not be literate in the traditional sense.  They need only be visually literate to operate most software.  Not surprisingly, this visual language has spilled over into the work place.

Information was once a tightly controlled commodity.  The adage of "knowledge is power" was never lost on managers.  To leverage their positions, managers perfected the art of withholding information.  Unfortunately, information has gotten out of the bag.  It has started to spew forth with such volume that it's no longer possible to constrain it.  Any clerk with a terminal can access it.  Just as important, software has enhanced the ability of everyone with access to it to interpret, manipulate and use that data.  Rifkin commented on this phenomenon in Japan:  "To assist workers in seeing how their work fits into the larger production process, Japanese companies provide employees with access to all computerized information generated within the company.  One Japanese manager explained the importance his company attached to sharing information with workers:  'One of our most important jobs is to make all of our employees willing to cooperate fully and to make them want to continually improve themselves.  To achieve this, it is necessary for us to provide all kinds of information equally to everyone... Every employee has the right of access to 'all' computerized information within the company.'"
A largely self-defining, loosely connected consciousness is flowing into organizations of all types.  It hangs above the organization like a summer thundercloud.  It is charged with electricity.  There are flashes of lightning as once separate and unrelated flows of information collide with other flows of information and combine in ways once impossible.  There are thunderclaps of insight as new relationships become apparent.  There is the steady rumble of radical change when the relationship between inventory levels and surgical schedules can be fully correlated by a worker with no advanced training in math or management.

Competition used to be a local phenomenon.  Now when an engineer in Tampa says, "Aha!" the ripples can spread within hours to Tokyo and Mumbai.  Ideas and techniques disseminate quickly on the wings of computers and rivers of telecommunication.  It's almost impossible to impede them.  Technologies that might have been possible to develop only in the United States a few decades ago can now be quickly emulated (or duplicated) in Taiwan or Prague.  The concept of unique regional and national competencies has been blown away by the lightning fast diffusion of information and technology.  

The mere existence of management creates an imperative to find something to manage.  When workers can make the decisions on their own and carry out the work without supervision, then management is more than an imposition.  It's a waste.  It's no wonder that self-managing teams have demonstrated 40% increases in productivity.  Most of that increase is surely derived from losing the counterproductive meddling of a management class too far removed from the real work and the real customers to provide much value added.  Many organizations have been victimized by hierarchies that overwhelm reason.  They've become stultified when empty spots on the organization chart are filled because the positions have become more important than the work.  When management is whittled away, employees often find they're able to redirect all the energy they used to waste pushing requests up the chain of command and pulling decisions down.

Talk to most managers, and they'll tell you that the essence of good management is people management.  Management directs, allocates and motivates people.  It is an extraordinary conceit really to believe that people need that kind of management.  That they are incapable, without close oversight, to manage themselves once they are equipped with clear expectations combined with the necessary tools and resources.  Peter Drucker put it best, "To start out discussing management with the work of the manager or with managerial organization - as most books on management do - is the approach of the technocrat, who soon degenerates into a bureaucrat.  But it is even poor technocracy.  For...management work, management jobs, and management organization are not absolutes, but are determined and shaped by the tasks to be performed.  'Structure follows strategy' is one of the fundamental insights we have acquired in the last twenty years.  Without understanding the mission, the objectives, and the strategy of the enterprise, managers cannot be managed, organizations cannot be designed, and managerial jobs cannot be made productive."

The value of "an assembled work force" has become a quaint anachronism.  Although the notion of teamwork is vital, the nature of team has changed fundamentally in many organizations - teams form, dissolve, and reform.  The concept of organizational loyalty has been stripped away partly because of the lack of loyalty employees have found in place at the organizations that employed them.  But, for the most part, organizational loyalty has disappeared because it is increasingly irrelevant.  Why be loyal to a melting iceberg?  The notion of management as a continuing activity focused to a stable work force has melted away too.  What remains is personal loyalty.  The kind of loyalty that is built when people learn who they can rely on and who they can't.  Employees team with colleagues they know and trust.  According to a special report in Business Week, "the new compact between company and worker dismisses paternalism and embraces self-reliance...the new compact still binds employers and employee in a web of loyalty and mutual responsibility - a blend of community and autonomy.  But it no longer protects from the reality of competition.  Perform, it demands, and we shall see.  Share in the risks.  No guarantees."

Virtual organizations were once a theory.  Then virtual organizations became real.  Many companies now operate without significant investment in infrastructure while producing successful products and profits.

The concept of the virtual organization embodies acceptance of a mindset that is distinctly nomadic.  A generation of entrepreneurs and managers came of age during an era that saw massive corporate edifices crack and crumble, trapping many of their inhabitants in the rubble.  These "virtual executives" opted for the lean structures they can assemble and disassemble quickly, unburdened by past investments and high overhead.  They have no factories to refit, no real estate to unload, no seniority to honor.  They work one rich valley, strike their tents, and move to the next, carrying with them portable knowledge about customers and technologies.  These virtual organizations not only blow past old assumptions about structure and capital, they blow past middlemen.

Information is the infrastructure of the nomadic organizations.  When "value added" is built around information in a computer, then office space, janitors, human resource officers, and parking lots become irrelevant.  So does the status associated with a management title, a corner office and a reserved parking space.

The rationale for virtualness rests not only in the fact that it is possible, but that it has become necessary.  As the environment becomes more fluid and free form, so must the organization.  It must become increasingly "amoeba like" because its task is increasingly gelatinous.  In his book, Out of Control, Kevin Kelly talks about the nature of control necessary when confronted with great complexity and rapid change:  "Although we manage wilderness areas like the Everglades, we actually have little say in what goes on among the seaweed, snakes and marsh grass.  Although we manage the national economy, it does what it wants.  And although we manage a telephone network, we have no supervision on how a particular call is completed.  The word 'management' may imply more oversight then we really have in the examples above and more than we will have in future very complex systems."  Pilots have, to a great extent, become passive information workers managed by smart systems.  Kelly uses the example of modern jumbo jets to illustrate his point.  He observes that originally computerized autopilots were created to fly the plane with the pilot and copilot keeping an eye on the computer:  "The original idea was that human pilots would monitor the computer in case anything went wrong.  The only problem is that humans are terrible at passive monitoring.  They get bored.  They daydream.  Then they start missing critical details.  Then an emergency pops up which they have to tackle cold.  So instead of having the pilot watch the computer, the new idea was to invert the relationship and have the computer watch the pilot.  This means, in the words of Scientific American, 'the software spins an electronic cocoon that stops the aircraft from exceeding its structural limitations.'  It also means, pilots complain that the pilot surrenders control.  Pilots have joked that the computer was putting a dog into the cockpit.  The dog's job was to bite the pilot if he tries to touch the controls; and the pilot's only job was to feed the dog."

The airline industry remains an imperfect, but still perhaps the best metaphor, for health care.  Like health care, it has high technology costs, high costs of capital and high costs of labor.  And like health care, the airline industry has its own shorthand for indicators of its viability.  Available seat miles (ASMs) may have a familiar ring for organizations that make their living focused on the daily census.  When unit costs ranged from 8.8 cents to 11.4 cents per ASM for the major airlines, Southwest Airlines kept its ASM at just 7 cents.  In the mid-'90s, at United Airlines every penny of ASM amounted to $1.4 billion in costs.

Many of the major airlines costs were locked in.  Pilots at United, American and Delta got $200,000 per year and up working 50 hours 10 days a month.  At Southwest, the pilots were paid by the trip and thus had an incentive to turn the plane around quickly and keep it flying.  They averaged $100,000 a year and typically flew 70 hours a month.

The airlines have long blamed their employees for their high costs and difficulty competing.  Robert Mann, Jr., a consultant to the airline industry, took a different view:  "Evidence shows the problem is structural, and worsening due to management denial.  The decade-old evolution toward the pure 'hub' operating structure is the most significant driver of cost inefficiency and low productivity.

"It is disingenuous to blame an industry's woes on its workers, when the appropriate demand is that management 'fix the factory.'  Similar to steel, auto and other capital and labor intensive businesses faced by lower-cost competition, the airline industry must reengineer its structure and processes to maximize productivity, delivering lower prices and the value-for-money a changed marketplace demands."

Many hospitals embraced the language of change.  But has the work in hospitals really changed?  More importantly, has their concept of management been transformed?  Too often, health care has begun to act disarmingly like the industry it most resembles.  What happened to yesterday's leaders in the airline industry should send a troubling message to some of the nation's high cost, high profile medical centers.

Hospitals are wading into a world likely to be as tough as that confronting the airlines.  To succeed, they'll have to leave most of their notions of how their industry works at the water's edge along with most of what they now regard as management.  Many a medieval knight drowned fording a stream because he learned too late that the armor he regarded as his protection became an anchor when he stumbled into deep water.

If management is dead, does it have a successor?  I think it does.  Tomorrow's organizational leader needs to become an "assembler."  There's not much cachet in the title to be sure, but it captures the essence of what successful executives are becoming in a fluid and uncertain world.  Assembly has always been the critical function of an economic enterprise.  To make a tool, the first humans gathered rocks of a particular shape and composition and brought them to bear with force against grain and prey.  They assembled rock and physics to produce something of value, high protein food.  They assembled the spark of a flint and combined it with brush to make a fire.  Today, human beings are still in the value creation business and their progress intellectually, socially and economically still depends on their success at it.  Even the priest is engaged in assembly as he gathers his flock in one place, delivers a unifying and satisfying message and benefits from the continued patronage of the believers.  If more than one man is required to create value, then there is need for organization, be it a family of three or a corporation of thousands.  But the central purpose of an organization is ageless and unchanging - indeed unchangeable – a product or service must be delivered that is of greater value than existed before.  Without this result there is no need for organization and certainly no need for management.  In this context, management is only a tool.  It is not an end in itself.  In fact, it can isolate the organization from its purpose.  Language that describes individuals "joining management" or "moving to top management" misses the point.  Management should have never been a place, a function or a club.  As soon as it became those things, it became vulnerable to obsolescence.

It is the job of leadership to understand yet unimagined needs and then assemble the ingredients necessary to provide value.  By listening to customers, embracing technology, and liberating information, they can ensure fluidity in a world that will shatter rigidity.  It is a world that will demand much less management and much more productive imagination.
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